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Massage from 

Professor Dr. Sujin Jinahyon 

Naresuan University President 

 

On this auspicious occasion, the Faculty of Business, Economics and Communications 
has arranged an international conference on the  theme of Moving ASEAN + 3 and AEC 
Forward Beyond 2015: The Progress and Challenges for the Business, Economics and 
Communications Successor” from August 17–18, 2015. I sincerely thank all committee 
members for their recognition of the significant steps of Thailand and the ASEAN 
Community as they cooperate with each other, having similar goals to work in harmony 
through development, security, prosperity, and peace for the people in our member 
countries.  

Moreover, a vision of the future is necessary for society as it develops every organization 
in order to prepare for future situations.  Information is needed to make plans which will 
be implemented to reach goals while avoiding obstacles and problems in this age of 
globalization with digital information technology that is borderless and encompasses 
collaborative networking.  This all brings cooperative advantages in terms of the 
economy, politics, culture, and technology.   

A nation is measured by the quality of its population’s education and research that can be 
used for the benefit of society and can solve myriad problems.  Research of excellence 
can be applied to solve tomorrow’s problems as well. 

I hope that this international conference will result in the researcher’s here today offering 
and presenting research to develop business, trade, investment, technology, and 
communication in Thailand and the region, especially as you represent the ASEAN 
Community – you have the body of knowledge and the capability to utilize this 
knowledge going forward.   
  



Massage from 

Assoc.Prof.Dr.Sujinda  Chemsripong 

Dean, Faculty of Business, Economics and Communications, Naresuan University 

 

Good morning all honoree participants.  

On behalf of dean and an honoree committee of the BECIC2015, it is a great pleasure for 
our faculty and warm welcome all of you for joining the international conference. 
Specially, our university has celebration of 25th anniversary in this year as well as the 
University has been arrange several activities through the whole year such as international 
conferences, NU ASEAN Expo: Gearing up towards Community. 

This our annual international conference is held at the Topland hotel in Phitsanulok, 
Thailand, addressed theme of “MOVING ASEAN + 3 AND AEC FORWARD BEYOND 
2015”. In certainity, our faulty is so honored to have assembled this international meeting 
with our academic networks not only ASEAN, member countries but also Asian, 
European and American friends. 

We also have another conference of the Asian Business and Economics Journal. Naresuan 
University. International conference (ABEJ-NU-IC2015). The Theme is "Small, Medium 
Enterprises (SMEs) Internationalization and Innovation toward ASEAN", under an 
umbrella of our online journal, we would purpose that it is to disseminate knowledge and 
academic experiences to public. 

Moreover, we proudly present the remarks of our distinguise and special keynote 
speakers and believe that their perspectives and visions of each topic are so valuable and 
beneficial for all audience among two days of this conference. 

There are as follows :  

Monday 17th August, 2015  

 “Leadership in the new trend of Asia” - Professor Dr.Krasae Chanawongse (Chair 
of Naresuan Univesity Council) 

 "Moving AEC + 3: Asia Opportunities" - Dr.Supachai Panitchpakdi  (Secretary-
General of the UN Conference on Trade and Development (UNCTAD)) 

 “SMEs Next Move” - Mr.Suwanchai Lohawatanakul  (President of Institute for 
Small and Medium Enterprises Development (ISMED)) 

 “World Rice Trade and Regional Integration” - Associate Professor Dr.Nipon 
Poapongsakorn (Thai International Development Research Institute Academic 
Honors) 

Tuesday 18th August, 2015  
 “The National Marketing After the Era of AEC+3” - Dr.Phaichit Viboontanasarn 

(Director, Strategy and Planning Division, Office of Permanent Secretary, 
Ministry of Commerce) 

 “Internationalisation of Higher Education in the ASEAN Region: Trends, 
Challenges, and Opportunities” - Professor Amir Mahmood (Chief Executive 
Officer UON Singapore) 

 “Small and Medium Enterprises (SMEs) internationalization and innovation 
toward ASEAN” – Mr.Prasong Nilbanjong  (Deputy Director-General 
Department of industrial Promotion, Ministry of industry) 



  “The importance of Institutions and Culture in Business Development” - 
Associate Professor Dr.Greg Shailer (Director of the Australian National Centre 
for Audit & Assurance Research (ANCAAR) and Deputy Director (Research)) 

We would like to thank everyone from 235 participants, 30 countries and 20 universities 
around the world for contributing their papers to our conference in marketing, operation 
management research, financial and accounting management, organizational and tourism 
management, human resource management, mass communication, and family business 
SMEs and entrepreneurship. These papers will be presented in the afternoon of each of 
the two day period. 

Lastly, I would like to grateful Professor Dr. Sujin Jinayon, the president, for support us 
with the facilities and resources to bring such a project to achievement Also I would like 
to say “thank you” to all the sponsors, institutes and universities who support and 
provided the guest speakers. We are very appreciative for your cooperation and assistance 
to our conference. 

On behalf of Dean, we hope our conference will be useful for all of you whether as 
researchers, academicians, business people or simply scholarly students by sharing 
experiences, new ideas, and research results about these various aspects of business and 
management. 
  



Massage from 

Assist. Prof. Dr. Wasin  Liampreecha) 
Associate Dean for Academic Affairs, Naresuan University 

 

Welcome to the 5th Business Economics and Communications International Conference 
2015 (BECIC2015) in Phitsanulok, Thailand.  This professional meeting is thought to 
provide an excellent opportunity for scholars, research students, administrators, and 
practitioners to meet well-known knowledgeable people from all around the world and to 
discuss innovative ideas, results of research, and best practices on various topics of 
Business, Economics and Communications 

The BECIC2015 continues to be highly competitive and very well perceived by the 
international community, attracting excellent contributions and active participation.  This 
year, researchers from well-known countries have submitted their paper to the 
BECIC2015.  After a careful review process by members of the international program 
committee, 70 quality papers from 12 different countries have been accepted for 
presentation at the conference. I thank all authors who dedicated a particular effort to 
contribute to the conference.  Each submitted paper has been reviewed by members of the 
BECIC2015 program committee and international external referees. 

I would like to thank all of them for their help with review process of submitted papers. I 
expect the BECIC2015 International conference to be an outstanding international forum 
for the exchange of ideas and results on business, economics and communications and 
provide a baseline of further progress in such areas. 

I hope you will enjoy stay in Phitsanulok and be able to spend some time to visit various 
interesting points of one of the beautiful city in Thailand. 
  



SCHEDULE  

Monday 17thAugust 2015 

 

Time  

8.00 a.m. – 9.00 a.m. Registration at the Convention Hall 2, Topland Hotel, 
Phitsanulok. 

9.00 a.m. – 9.30 a.m. Opening Ceremony  

9.30 a.m. – 10.10 a.m. “Leadership in the new trend of Asia”  

 - Professor Dr.Krasae Chanawongse  

(Chair of Naresuan University Council) 

10.10 a.m. –  10.50 a.m. “Moving AEC + 3: Asia Opportunities” 

 - Dr.Supachai Panitchpakdi  

(Secretary-General of the UN Conference on Trade 
and Development (UNCTAD)) 

10.50 a.m. – 11.20 a.m. “SMEs Next Move” 

 - Mr.Suwanchai  Lohawatanakul  

(President of Institute for Small and Medium 
Enterprises Development (ISMED)) 

11.20 a.m. – 11.50 a.m. “World Rice Trade and Regional Integration” 

 - Associate Professor Dr.Nipon Poapongsakorn 

(Acting Program Director Sectoral Economic 
Program, Thailand Development Research Institute 
Foundation (TDRI)) 

11.50 p.m. – 1.00 p.m. Lunch 

1.00 p.m. – 6.00 p.m. Oral-presentation 

 Coffee-break 

6.00 p.m. – 6.30 p.m. Group Photo 

6.30 p.m. – 9.00 p.m. Welcome Party  (*take international dress*) 

 
  



SCHEDULE  

Tuesday 18th August 2015 

 

Time  

8.00 a.m. – 9.00 a.m. Registration at the Convention Hall 2, Topland Hotel, 
Phitsanulok. 

9.00 a.m. – 9.30 a.m. “The National Marketing After the Era of AEC+3” 

 - Dr.Phaichit Viboontanasarn  

(Director, Strategy and Planning Division, Office of 
Permanent Secretary, Ministry of Commerce) 

9.30 a.m. –  10.00 a.m. “Internationalization of Higher Education in the ASEAN 
Region: Trends, Challenges, and Opportunities” 

 - Professor Amir Mahmood  

(Chief Executive Officer UON Singapore) 

10.00 a.m. – 10.30 a.m. “Small and Medium Enterprises (SME) internationalization 
and innovation toward ASEAN” 

 - Mr.Prasong Nilbanjong 

(Deputy Director-General Department of Industrial 
Promotio, Ministry of Industry) 

10.30 a.m. – 11.00 a.m. “The Importance of Institutions and Culture in Business 
Development” 

 - Associate Professor Dr.Greg Shailer 

(Director of the Australian National Centre for 
Audit & Assurance Research (ANCAAR) and 
Deputy Director (Research)) 

11.00 a.m. – 12.00 a.m. Lunch 

12.00 p.m. – 3.00 p.m. Oral-presentation 

 Coffee-break 

3.00 p.m. – 3.15 p.m. Group Photo 

3.15 p.m.  Closing Ceremony Party 
  



17th August 2015 
 
Room: Kamphaeng Phet   Sessions: Business 
Chair: 1. Dr. Attakrai Punpukdee 

2. Assist. Prof. Siriwan Kitchot 
3. Dr. Chatree Preedaanunthasuk 
4. Chitinout Wattana 
 

 

 

 

 

Time Title and Presenter 

1.00 p.m. 
 

Integrating Servqual and Qfd for Product and Service Design: A Case of 
Beehive Café Bandung 

By Ms. Dini Apriani 
1.15 p.m. 

 
Socio-economic Profile and Perception of Smallholders towards 
Empowerment Program in Tanjung Jabung Barat, Indonesia 

By Mr. Novyandra Bahtera 
1.30 p.m. 

 
Supply Chain Performance and Competitive Advantage of Thai’s Retail 
Business 

By Mr. Khorntawatt Sakhonkaruhatdej 
1.45 p.m. 

 
Empirical Study on Adoption of Green Supply Chain Practices by Indian 
Industry 

By Dr. Lokesh Vijayvargy 
2.00 p.m. 

 
Influence of Marketing Mix towards Expectation Affect to Satisfaction of 
Consumer’s Herbal Supplement Products in Thailand 

By Mr. Suwat Thanasothorn 
2.15 p.m. 

 
Readiness for Organizational Change in State-Owned Enterprise: A Pilot 
Study 

By Ms. Adya Cita 
2.30 p.m. 

 
Internal Control Practices of Homeowners’ Associations in the City of 
Imus, Cavite, Philippines 

By Mr. Stephen Sonn Centeno 
2.45 p.m. 

 
The Ability to Manipulate Materials and Competitiveness of the Frozen 
Vegetable Industry in Small and Medium-Sized (SMEs) Enterprises Of 
Thailand 

By Ms. Thippawan Phayomhom 
3.00 p.m. 

 
Using Family Factors to Explain Women Worker Turnover 

By Ms. Layung Prasetyanti 
3.15 p.m. 

 
Access to Finance, Stock Market Development and Economic Growth in 
Bangladesh 

By Prof. Md Islam 
3.30 p.m. 

 
Case Analysis, As a Learning Tool of Marketing Students 

By Prof. Anna Liza Monakil 



17th August 2015 
 
Room: Kamphaeng Phet   Sessions: Business 
Chair: 1. Dr. Attakrai Punpukdee 

2. Assist. Prof. Siriwan Kitchot 
3. Dr. Chatree Preedaanunthasuk 
4. Chitinout Wattana 

 

 
  

Time Title and Presenter 

3.45 p.m. 
 

Innovative Marketing in Real Estate Marketing Innovation in the Real 
Estate Business 

By Ms. Sareeyapon Seesodngam 
4.00 p.m. 

 
The Impact of Effective Human Resource Management Practices on 
Employees’ Job Performance 

By Mr. Jamsari Atan 
4.15 p.m. 

 
Factors Affecting The Competitiveness Of Event Management Business 

By Prof. Pantipa Kwanthongin 
4.30 p.m. 

 
Employability skills of Bachelor of Science in Business Administration 
Graduates of Imus Institute School year 2010 - 2012 

By Dr. Nerissa Reyes 
4.45 p.m. 

 
Modelling Effective Team to Increase Team Performance (A System 
Dynamic Approach) 

By Ms. Yani Wulandari 
5.00 p.m. 

 
On and Off-Campus on The-Job Training Performance of Business 
Administration-Financial Management Students: A Correlation 

By Mr. William Viray 



17th August 2015 
 
Room: Sukhothai   Sessions: Management 
Chair: 1. Dr. Adisak Chotitumtara 

2. Assist. Prof. Supannee Buasook 
3. Assist. Prof. Parichart Rachapradit 
4. Dr. Sukij Khorchurklang 

 

 

   

Time Title and Presenter 

1.00 p.m. 
 

Branding Strategy for Cultural Tourism Destination: Case Study from 
Saung Angklung Udjo in Bandung - Indonesia 

By Mr. Bhawika Prasetya 
1.15 p.m. 

 
Investigating the Correlation of Social Media and Online News on 
Company Stock Performance for the Period of October 1St, 2014 to 
December 31St, 2014 in Indonesia’s Financial Sector and Infrastructure, 
Utility, and Transportation Sector 

By Mr. Yogi Yoswara Yoswara 
1.30 p.m. 

 
Opportunities and Challenges for Independent Third Party Managers of 
Global Supply Chain 

By Dr. Snehamay Banerjee 
1.45 p.m. 

 
Gossips, Bad News, and Good News? How It is Spread and How Long It is 
Sustain; Analysis of Tweet Conversation in Indonesia 

By Ms. Putri Dirgahayu 
2.00 p.m. 

 
Designing Inventory Management System: A Case of Retail Store in 
Cianjur, Indonesia 

By Ms. Rianti Lestari 
2.15 p.m. The Existence of Target Capital Structure and Speed of Adjustment: 

Evidence from Indonesian Public Firms 
By Ms. Yayang Sahara 

2.30 p.m. 
 

Readiness for Organizational Change in State-Owned Enterprise: A Pilot 
Study 

By Ms. Adya Cita 
2.45 p.m. 

 
CSR in Thai Society: The Organization and Customer Priorities 

By Ms. Nalinee Mohprasit 
3.00 p.m. 

 
Organizing Creative People in Creative Industry: Preliminary Study About 
Implementation of Design Thinking in Indonesia 

By Ms. Diena Yudiarti 



17th August 2015 
 
Room: Sukhothai   Sessions: Management 
Chair: 1. Dr. Adisak Chotitumtara 

2. Assist. Prof. Supannee Buasook 
3. Assist. Prof. Parichart Rachapradit 
4. Dr. Sukij Khorchurklang 

 

 
  

Time Title and Presenter 

3.15 p.m. 
 

Impact of Co-Creation Customers on Company’s Customer Relation 
Through Social Media in Pt. Telkomsel TBK 

By Ms. Fathiya Zahra 
3.30 p.m. 

 
Social Media Adoption in Malaysian Apparel Industry 

By Assoc. Prof. Dr. Maslin Masrom 
3.45 p.m. 

 
Optimal Portfolio and Asset Allocation of Bitcoin Diversified with 
Commodity and Foreign Exchange 

By Mr. Fajar Nugroho 
4.00 p.m. 

 
Selection of High Competency People During the Current Economic Crisis 

By Ms. Sirinya Chokechaiworarat 
4.15 p.m. 

 
Developing Ki Hajar Dewantara Leadership Principle As Indonesia 
Indigenous Leadership Measurement Instrument: A Preliminary Study 

By Mr. Mohamad Hutomo 
4.30 p.m. 

 
The Importance of Corporate Social Responsibility (CSR) in Encapsulating 
Environment, Social, and Governance (ESG) Practices 

By Dr. Keng Kok Tee 
4.45 p.m. 

 
Factors Affecting the Choice of Smartphone in Bangladesh: An Empirical 
Analysis on the Students of the University of Dhaka. 

By Prof. Santus Kumar Deb 
5.00 p.m. 

 
Correlation of Academic Performance and CPA Board Examination 
Ratings of Imus Institute’s Accountancy Graduates from 2008-2012 

By Ms. Emelita Bunyi 
5.15 p.m. 

 
Future Directions of U-Tapao Airport Conversion toward AEC 

By Ms. Iratrachar Amornpipat 



17th August 2015 
 
Room: Phetchabun    Sessions: SMEs and Economics 
Chair: 1. Assoc. Prof. Sujinda Chemsripong 

2. Assist. Prof. Dr. Nattachet Pooncharoen 
3. Dr. Bhagaporn  Wattanadamrong 
4. Assist. Prof. Dr. Ratchanee Mukhjang 
5. Kanchit Suknark 

 

 

   

Time Title and Presenter 

1.00 p.m. 
 

Accounting Services Required by Micro, Small and Medium Enterprises in 
the City Of Imus, Cavite, Philippines 

By Ms. Isabela Gabriel 
1.15 p.m. 

 
The Factors Influencing Absorptive Capacity to the Internationalization of 
Small-Medium Enterprises in Thailand 

By Ms. Phimkarnda Jundahuadong 
1.30 p.m. 

 
The Factors influencing success of Local Textile Business in Thailand: 
Review and Research Agenda 

By Ms. Piyawan Petmee 
1.45 p.m. 

 
Research Topic: The Feasibility Study in the Business of the Small Animal 
Hospital in Muaeng District, Chonburi Province 

By Dr. Supasit Lertbuasin 
2.00 p.m. 

 
Investigating the Best Technique of Social Media Sentiment Scoring Model 
(Case Study: Financial and Mining Sector) 

By Ms. Dyah Retno Astrini 
2.15 p.m. Modernization in Puppet Creative Industry based on Sociopreneurship for 

Reconstruction National Identity Among the Youth 
By Mr. Andika Eko Prasetiyo 

2.30 p.m. 
 

Sustainable Environment in Nigeria: Issues and Challenges 
By Mr. Rayyanu Kaita 

2.45 p.m. 
 

Market Price Volatility, International Crude Oil Return, And Export Value in 
Indonesian Equity Market 

By Ms. Winda Sari 
3.00 p.m. 

 
Effect of Price in Consumer Behavior in Turkmenistan 

By Prof. Abdurrahman Isik 
3.15 p.m. 

 
Indonesian Exchange Rate Directional Forecasting Using Sentiment 
Analysis on Social Media and Online News Information in 2015 

By Ms. Tiffany Iwantoro 



17th August 2015 
 
Room: Phetchabun    Sessions: SMEs and Economics 
Chair: 1. Assoc. Prof. Sujinda Chemsripong 

2. Assist. Prof. Dr. Nattachet Pooncharoen 
3. Dr. Bhagaporn  Wattanadamrong 
4. Assist. Prof. Dr. Ratchanee Mukhjang 
5. Kanchit Suknark 

 

 

  

Time Title and Presenter 

3.30 p.m. 
 

An Empirical Study on the Impact of New Capital Requirements Towards 
the Risk and Return of Indonesian Banks 

By Mr. Slamet Riyadi 
3.45 p.m. 

 
The Impact of Online Forum and Online News Toward Sector Index 
Performance in Agriculture and Property Sectors in Indonesia: A Sentiment 
Approach 

By Mr. Dani Mustofa 
4.00 p.m. 

 
Malaysia’s Competitiveness as a Transnational Educational Hub: The Case 
of UK Education in Malaysia 

By Dr. Thirunaukarasu Subramaniam 
4.15 p.m. 

 
Optimal Investment Portfolio Selection Based on Sector Rotation Strategy 

By Mr. Grandy Kinsey 
4.30 p.m. 

 
The Market Share of Islamic Bank in Facing ASEAN Economic Community 

By Dr. Pongky Arie Wijaya 
4.45 p.m. 

 
The Feasibility Study of the Investment on Planting Surrounding Trees 

By Dr. Nont Sahaya 



18th August 2015 
 
Room: Kamphaeng Phet  Sessions: Business 
Chair: 1. Dr. Attakrai Punpukdee 

2. Dr. Chatree Preedaanunthasuk 
 

 

  

Time Title and Presenter 

12.00 p.m. Factors Influencing the Intention of Forth Year Students in the International 
Programs of Universities in Chonburi Province to Study in the International 
MBA Program, Burapha University 

By Ms. Wilailuk  Khamloy 
12.15 p.m. The Relationship between Emotional Intelligent and Stress Management of 

Female Leadership in Thailand 
By Ms. Chanthira Laohalertdecha 

12.30 p.m. A Study of Business Failure of Government Hospital in Thailand based on 
MDA 

By Mrs. I-lada Sooknark 
12.45 p.m. Cost and Pricing Towards Education Industry and Business in Thailand 

By Dr. Busagarin Nitiwong 
1.00 p.m. 

 
Applying the Technology Acceptance Model to Study Effect of Intention to 
Play Online Game in Chonburi 

By Dr. Teetut Tresiricod 
1.15 p.m. 

 
Success Level Measurement of CEO Using Agency Cost Approach 

By Mr. Benidiktus Sirumapea 
1.30 p.m. 

 
A Study of Characteristics of the Graduated in Lower Undergraduate Level in 
Business Administration According to the Opinion of the Entrepreneurs 

By Dr. Taksaya Sangayotin 
1.45 p.m. 

 
A Study of Factors Affecting Purchase Intention on Mobile Shopping 
Towards Tmall.com of University Students in Kunming, China 

By Dr. Zhang Yan 
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Time Title and Presenter 

12.00 p.m. Factors Influencing the Intention of Forth Year Students in the International 
Programs of Universities in Chonburi Province to Study in the International 
MBA Program, Burapha University 

By Ms. Wilailuk  Khamloy 
12.15 p.m. The Relationship between Emotional Intelligent and Stress Management of 

Female Leadership in Thailand 
By Ms. Chanthira Laohalertdecha 

12.30 p.m. A Study of Business Failure of Government Hospital in Thailand based on 
MDA 

By Mrs. I-lada Sooknark 
12.45 p.m. Cost and Pricing Towards Education Industry and Business in Thailand 

By Dr. Busagarin Nitiwong 
1.00 p.m. 

 
Applying the Technology Acceptance Model to Study Effect of Intention to 
Play Online Game in Chonburi 

By Dr. Teetut Tresiricod 
1.15 p.m. 

 
Success Level Measurement of CEO Using Agency Cost Approach 

By Mr. Benidiktus Sirumapea 
1.30 p.m. 

 
A Study of Characteristics of the Graduated in Lower Undergraduate Level 
in Business Administration According to the Opinion of the Entrepreneurs 

By Dr. Taksaya Sangayotin 
1.45 p.m. 

 
A Study of Factors Affecting Purchase Intention on Mobile Shopping 
Towards Tmall.com of University Students in Kunming, China 

By Dr. Zhang Yan 



18th August 2015 
 
Room: Sukhothai    Sessions: Management and Others 
Chair: 1. Dr. Woradech Na Krom 

2. Dr. Anirut Asawasakulsorn 
 

 

  

Time Title and Presenter 

12.00 p.m. A Study of an Effective Management: The Employer-Employee Relationship 
By Ms. MA. Ilona Zada Bautista 

12.15 p.m. “All you need is love”: A resource analysis of     academic and vocational 
organizations in Malta 

By Dr. Nicholas Zarb 
12.30 p.m. Development of Online Library System for Imus Institute College Library 

with Barcode Technology 
By Ms. Julicar Loyola 

12.45 p.m. Development of an Online Hotel Reservation and Billing System for Imus 
Institute HRM-Tourism Department 

By Ms. Dianne Marjes 
1.00 p.m. 

 
Online Student Clearance System and Student Personnel Services Evaluation 
System for Imus Institute 

By Mr. Arnold Galve 
1.15 p.m. 

 
Perception of accountancy, business administration and HRM/TM students 
about the use of modules in teaching 

By Mr. William Vincent Oestreich 
1.30 p.m. 

 
Organizational Culture Observed and Preferred: Factor for Effective 
Performance 

By Dr. Concepcion C. Libuit   



18th August 2015 
 
Room: Phetchabun    Sessions: Economics and Managment 
Chair: 1. Kittipat Santaveesuk 

2. Sirinapa Pacheay 
3. Akkaya Senkrua 

 

 

  

Time Title and Presenter 

12.00 p.m. Currency Substitution: Evidence from Nigeria 
By Dr. Gylych Jelilov 

12.15 p.m. Relationship between the United States Macroeconomic News 
Announcements Surprises and Equity Market Return in Hong Kong 
Stock Exchange 

By  Mr. Jiayu Huang 
12.30 p.m. Effect of Firm’s Internal Factors to Firm Performance: A Case Study of 

Real Estate Sector in Chinese Stock Exchange During 2009 to 2012 
By Ms. Qianxiaonan Zhang 

12.45 p.m. Antecedents of Repurchase Intention in the Context of Organic Food in 
Bangkok, Thailand 

By  Ms. Kanokkwan Fleur-Marie Amornsin 
1.00 p.m. 

 
A Comparative Study of Service Quality, Customer Satisfaction and 
Word of Mouth between Thai and Cambodian Customers towards The 
Coffee Shops 

By  Ms. Sothean Phorn 
1.15 p.m. 

 
A Study of Factors Affecting Customer’s Revisit Intention and 
Repurchase Intention towards Jingdong’s online shopping in Nanjing, 
China 

By Zhang Yue  
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ABSTRACT 

This study examines the relationship between attributes of readiness for organizational change (discrepancy, 
organizational valence, personal valence, self-efficacy, and principal support) as a pilot study for research in 
Indonesian state-owned plantation enterprise. The study follows the design of quantitative study, using survey 
research as a means of data collection. The data collected is analyzed utilizing Multiple Linear Regression 
analysis. The result of the study indicates only 21.1% of the dependent variable is influenced by the independent 
variables, denoting the model used is not fitting for the study. The significance value (0.282) of the analysis 
shows that the analysis is not statistically significant, implying nonlinear relationship between the independent 
and dependent variables. 

Keywords—organizational change, change readiness 

  

1. Introduction 
An organization must not oppose to change. Organizational change is necessary for survival and 
competitiveness of organization, the saying goes that organization must change, or they die (Beer & Nohria, 
2000). The need for organizational change can come from the inside or the outside of organization. When it 
comes from the inside of the organization the change is, more often than not, planned and intentional and 
encouraged from the management. On the other hand, when the need for change comes from the environment 
around the organization, the change may be unplanned and the organization needs to change as a respond to the 
environment. 
Implementing organizational change is never easy. As stated by Balogun and Hailey (2004) in By (2007), about 
70 per cent of the change effort deemed as failure, while only one-third of the organizational change is 
considered successful (Meaney and Pung, 2008, in Armenakis and Harris, 2009). As a result, there are many 
researches carry out study on organizational change. Some of these studies present the successful 
implementation of organizational change, while others mention the failure of organizational change. Studies 
address the triumph of organizational change due to readiness for change (Armenakis, Harris, and Mossholder, 
1993). In the meantime, studies provide evidence of failure in change implementation mostly caused by 
resistance to change from the organizational members (Bovey & Hede, 2001; del Val & Fuentes, 2003). 
Armenakis, Harris, and Mossholder (1993) argue that resistance to change from the organizational members can 
be anticipated by creating readiness for change from the organization. Armenakis, Harris, and Mossholder 
(1993, p. 681) define readiness as “the cognitive precursor to the behaviors of either resistance to, or support for, 
a change effort.” An organization would improve its likelihood to successfully implement change when it is 
ready, and the change would most likely be a failure when it is implemented prematurely before the 
organization is ready for it (By, 2007). 
The government regulations on development of holding company for state-owned plantation company by then-
President Susilo Bambang Yudoyono brought a major organizational change on Indonesian state-owned 
plantation company. The merger of Indonesian state-owned plantation company into holding company holds the 
purpose of increasing the overall efficiency of the companies, in relation to the occurrence of ASEAN Economic 
Community. The government expects the company to better compete with the other companies in the ASEAN 
with the merger. This government regulation brings the materialization of major organizational change in the 
company. The government hopes that this change will lead to positive result for the state-owned horticulture 
enterprises, including the handling of the financially weak firms which experienced loss last year. The 
government expectation of the successfulness of the change requires readiness for change from the organization. 
This includes the readiness from the company in facing the problems which may occur following the event of 
organizational change. 
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The purpose of this study is to assess the relationship between the attributes of readiness for organizational 
change based on the organizational change readiness framework developed by Armenakis, Harris, and 
Mossholder (1993), Armenakis and Harris (2002), and questionnaire formulated by Holt et al (2007). 
 

2. Organizational change readiness 
Organizational change is necessary for survival and competitiveness of organization, the saying goes that 
organization must change, or they die (Beer & Nohria, 2000). However, the fact that implementing 
organizational change is not easy is widely known. Beer & Nohria (2000) even state that implementation of 
organizational change has 70% failure rate. The main reason for this failure, according to Armenakis, Harris, 
and Mossholder (1993) is because the organization does not provide the necessary readiness for change before 
actually implementing change. 
Several studies have examined organizational readiness for change (Armenakis, Harris, & Mossholder, 1993; 
Armenakis & Harris, 2002; Cunningham et al, 2002; Eby, Adams, Russel, and Gaby, 2000; Holt, Armenakis, 
Feild, and Harris, 2007; Rafferty et al, 2013; and Weiner, 2009), which offer different explanation of change 
readiness. The various definitions of change readiness stated by these authors are shown in Table 1. 
 

Table 1. Change readiness definition 
Author Definition 
Armenakis, Harris, & 
Mossholder (1993) 

Readiness for change is “the cognitive precursor to the behaviors of either 
resistance to, or support for, a change effort” (p.681) 
Readiness is “reflected in organizational members’ beliefs, attitudes, and 
intentions regarding the extent to which changes are needed and the 
organization’s capacity to successfully make those changes” (p.681) 

Cunningham et al (2002) Readiness involves “a demonstrable need for change, a sense of one’s ability to 
successfully accomplish change (self-efficacy) and an opportunity to participate 
in the change process” (p.377) 

Eby et al (2000) “Readiness for change is conceptualized in terms of an individual’s perception 
of a specific facet of his or her work environment-the extent to which the 
organization is perceived to be ready to take on large-scale change” (p.422) 

Holt, Armenakis, Feild, & 
Harris (2007) 

Readiness for change is “the extent to which an individual or individuals are 
cognitively and emotionally inclined to accept, embrace, and adopt a particular 
plan to purposefully alter the status quo” (p.235) 

Rafferty et al (2013) Change readiness is “(1) the individual’s beliefs (a) that change is needed, (b) 
that he or she has the capacity to successfully undertake change, and (c) that 
change will have positive outcomes for his or her job/role and by (2) the 
individual’s current and future-oriented positive affective emotional responses 
to a specific change event” (p. 116) 

Weiner (2009) “Organizational readiness for change refers to organizational members’ change 
commitment and self efficacy to implement organizational change” (p.68) 

 
The most prominent work addressing change readiness is provided by Armenakis, Harris, and Mossholder 
(1993), and the majority of articles dealing with change readiness refer to it. Armenakis, Harris, and Mossholder 
(1993, p. 681) define readiness as “the cognitive precursor to the behaviors of either resistance to, or support for, 
a change effort.” Differs to prior studies, Armenakis, Harris, and Mossholder gives distinction between 
readiness and resistance, even state that creating readiness is the key to prevent resistance in change 
implementation and therefore, increase the effectiveness of change effort (1993). 
Armenakis, Harris, and Mossholder (1993) state the key message components of change readiness. According to 
Armenakis, Harris, and Mossholder (1993), these components are “discrepancy” and “efficacy”. Each of these 
components requires different strategic communication to create readiness for change. These components were 
then modified by Armenakis and Harris (2002), who add appropriateness, principal support, and valence to the 
components. The components of change readiness are shown in Table 2. 
 

Table 2. Key components of change readiness 
Component Description 
Discrepancy The belief that change is necessary 
Self-efficacy The confidence that change will be implemented successfully 
Appropriateness The belief that the change is suitable with the need 
Principal support The leaders and management support and commitment toward change 
Valence The benefit of the change for organization and the organizational members 

3. Theoretical framework 
Armenakis, Harris, and Mossholder (1993) and Armenakis and Harris (2002) provides framework for 
organizational change readiness. This framework is modified by Holt et al (2007) to develop scale and 
instrumentation for the assessment of organizational change readiness. The framework is shown in Figure 1. 
Based on the model developed by Holt et al (2007), discrepancy or need for change refers to “the extent to 
which one feels that there are or are not legitimate reasons and needs for the prospective change”; change self-
efficacy or change confidence refers to “the extent to which one feels that he or she has or does not have the 
skills and is or is not able to execute the tasks and activities that are associated with the implementation of the 
prospective change”; principal support or senior leadership support refers to “the extent to which one feels that 
the organization’s leadership and management are or are not committed to and support or do not support 
implementation of the prospective change”; organizational valence or organizationally beneficial refers to “the 
extent to which one feels that the organization will or will not benefit from the implementation of the 
prospective change”; and personal valence or personally beneficial refers to “the extent to which one feels that 
he or she will or will not benefit from the implementation of the prospective change.” 
 
Figure 1. Model of change readiness based on Holt et al (2007). 

 

 

 

 

 

 

4. Method 
 

4.1. Participants 
A pilot study is conducted for this research. A sample of 31 graduate students was randomly selected. 
Participants consist of 35.48% male students (11 male students) and 64.52% female (20 female students) with 
the average age of 25.84 years old and the work experience of 2.42 years. 
 
4.2. Procedures 
A questionnaire was designed to inquire participants’ demographic information and their perceptions of their 
individual and organizational readiness in the face of organizational change. Instructions for completing the 
questionnaire were included as a part of the questionnaire. The questionnaires were distributed online via 
electronic mail. 
 
4.3. Measures 
Discrepancy. Participants completed questions regarding the need for change in the organization in 3-item 5-
point (strongly disagree to strongly agree) Likert scale. 

Organizational valence. The benefit of the change toward the organization were measured using 3-item 5-point 
(strongly disagree to strongly agree) Likert scale. 
 
Personal valence. The belief that the change would personally beneficial for the participants were measured 
using 3-item 5-point (strongly disagree to strongly agree) Likert scale. 

Principal support. A 3-item 5-point (strongly disagree to strongly agree) Likert scale measured the perceived 
commitment and support given by the leaders to the change effort. 
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Self-efficacy. A 3-item 5-point (strongly disagree to strongly agree) Likert scale measured the confidence to 
cope with the change. 

Change readiness. 1-item 5-point (strongly disagree to strongly agree) Likert scale measured the perceived 
readiness for change. 
 

5. Results 
The analysis begins by testing the reliability of the instruments. Then, multiple linear regression analysis were 
conducted to examine the contribution of discrepancy, self-efficacy, principal support, organizational valence, 
and personal valence to change readiness. 
 
5.1. Correlations and reliability 
Table 3 presents the means, standard deviations, correlations, and coefficient alpha for the variables. Positive 
relationship between discrepancy and change readiness (r=0.439) means that the greater the perceived need for 
change from the respondents, the more likely they were ready for change. The positive relationship between 
organizational valence and change readiness (r=0.250) means that the more beneficial the change was for the 
organizations, the more the organization would be ready for the change. The positive correlation between 
personal valence and change readiness (r=0.290) means that the more the respondents felt that the change was 
beneficial for them, the more likely they were ready for the change. The positive relationship between principal 
support and change readiness (r=0.349) means that the respondents who felt the leaders and management 
provided more support to them were more likely to feel ready for the change. The positive relationship between 
self-efficacy and change readiness (r=0.328) means that the more confidence the respondents were about their 
skills, the more they were ready for the change. 
 

Notes: n=31 
Alpha reliabilities are reported in diagonals 

5.2. Hypothesis test 
The hypothesis of the study is that the dependent variable, change readiness, is strongly related to the five 
independent variables, discrepancy, organizational valence, personal valence, principal support, and self-
efficacy. Regression equation tested the relationships of discrepancy, organizational valence, personal valence, 
principal support, and self-efficacy to change readiness (Holt et al, 2007). 
Table 4 shows the R, R2, unstandardized regression coefficients, and t-values of each independent variables. 
Overall the model accounted for 21.1% of the variance in change readiness, and the 78.9% of it is influenced by 
variables unobserved in the research. Unstandardized beta scores show that variable discrepancy is the best 
predictor for change readiness with 14.8% score, while the other variables do not contribute significantly to the 
change readiness score. However, the significance level of 0.282, which is higher than the significance level 
criterion (α=0.05) shows that the model is not statistically significant, therefore the hypothesis is not supported. 
 

Table 4. Regression analysis predicting change readiness (n=31). 
Measure R R2 B t Sig. 
 0.459 0.211 1.426 1.241 0.282 
Discrepancy   0.148 1.097 0.283 
Organizational valence   -0.011 -0.117 0.908 
Personal valence   0.043 0.458 0.651 
Principal support   0.020 0.176 0.862 
Self-efficacy   0.029 0.284 0.779 

 

Table 3. Correlations, means, standard deviations, and alpha reliabilities 
Variables Means Standard 

deviations 
Discrepan
cy 

Org. 
valence 

Personal 
valence 

Principal 
support 

Self-
efficacy 

Change 
readiness 

Discrepancy 4.20 0.66 0.755      
Organizational 
valence 

4.09 0.84 0.494 0.789     

Personal valence 3.65 0.80 0.446 0.668 0.780    
Principal support 3.61 0.78 0.706 0.189 0.233 0.789   
Self-efficacy 4.51 0.77 0.546 0.449 0.509 0.611 0.762  
Change readiness 4.24 0.90 0.439 0.250 0.290 0.349 0.328 0.820 

6. Discussion and conclusion 
The purpose of this study is to assess the relationship between the attributes of readiness for organizational 
change. The framework provided by Armenakis, Harris, and Mossholder (1993), Armenaks and Harris (2002) 
and Holt et al (2007) gives model for organizational change readiness. Statistical tests were undertaken to assess 
the relationship between dependent variable (change readiness) and independent variables (discrepancy, 
organizational valence, personal valence, principal support, and self-efficacy) in a pilot study of graduate 
students as sample. The overall finding of the assessment showed that change readiness was influenced by 
discrepancy, organizational valence, personal valence, principal support, and self-efficacy.   
However, it is important to note that the overall model illustrates the independent variables (discrepancy, 
organizational valence, personal valence, principal support, and self-efficacy) have low significance in 
influencing change readiness (r=0.211, p=0.282) which means although the discrepancy, organizational valence, 
personal valence, principal support, and self-efficacy may influence change readiness, the variables may have 
nonlinear relationship. 
Several limitations for the study should be noted. The small sample size gives low significance to the model. 
This illustrates the nonlinear relationship of the variables. The low significance also brings to the second 
limitation. With low significance, it means that it is limited to generalize the model. The limited work 
experience held by graduate students as respondents may influence their view on organizational change and 
organizational change readiness. Finally, the use of multiple linear regression as a means of statistical analysis 
may contribute to the low significance level of the analysis. It is suggested for future research to use another 
means of analysis for a better explanation of the model. 
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ABSTRACT 
The study determined the awareness of the Business Administration students regarding the effectiveness of the 
case study as a teaching strategy. This study also helped the researcher to identify the area of difficulty faced by 
the students in the conduct of analyzing, formulating and understanding case analysis method.  Both qualitative 
and quantitative methods of research were used in conducting this study. The respondents comprised seventy 
(70) participants from first year to fourth  year level of the Business Administration Program. Data were 
collected through the use of a questionnaire. These were tabulated, analyzed, compared, and interpreted. The 
results showed that. the first year , second year  and third year level  have  encountered a  great extent of 
difficulty. in case analysis method with  obtained  weighted mean of 3.55, 3.62 and 3.55  respectively.  The 
fourth year students   with a weighted   mean of 3.26   encountered  an average extent of difficulty in case 
analysis method .  The extent of students’ awareness of case analysis method based on year level: first year ( 
wm = 3.98) greatly aware, second year (wm= 3.90) greatly aware. Third year (wm= 4.01) greatly aware  and 
fourth year (wm= 4.12) greatly aware. The  over-all weighted  mean   scores revealed that the students from 
different year levels are GREATLY AWARE of the case analysis method as a tool in teaching. 
 
Keywords- Case Study, teaching strategy, effectiveness, awareness 
 
 

1. INTRODUCTION 
 
Different educational institutions use various tools to impart the best knowledge to  students. However, due to 
some factors like the school setting, the curriculum or geographical locations that hinder the learning ability of 
these students, the administration searched for different means and ways to educate their students in the best 
way they could.  The researcher believed that one of the tools that can help  the learners is the application of the 
case analysis method to various courses 
.A case study is a description of an actual administrative situation involving a decision to be made or a problem 
to be solved. It can be a real situation that actually happened just as described, or portions have been disguised 
for reasons of privacy. Most case studies are written in such a way that the reader takes the place of the manager 
whose responsibility is to make decisions to help solve the problem. In almost all case studies, a decision must 
be made, although that decision might be to leave the situation as is and do nothing.  
Case studies are stories. They present realistic, complex, and contextually rich situations and often involve a 
dilemma, conflict, or problem that one or more of the characters in the case must negotiate.  A  good case study, 
according to Professor Paul Lawrence  (2011)  is ―the vehicle by which a chunk of reality is brought into the 
classroom to be worked over by the class and the instructor. A good case keeps the class discussion grounded 
upon some of the stubborn facts that must be faced in real life situations.‖ Although they have been used most 
extensively in the teaching of medicine, law and business, case studies can be an effective teaching tool in any 
number of disciplines. As an instructional strategy, case studies have a number of virtues. They ―bridge the gap 
between theory and practice and between the academy and the workplace‖ (Barkley, Cross, and Major 2005). 
They also give students practice identifying the parameters of a problem, recognizing and articulating positions, 
evaluating courses of action, and arguing different points of view.  Cases allow students to learn by doing. They 

 
 
 
 

 
 

allow students to step into the shoes of decision-makers in real organizations, and deal with the issues managers 
face, with no risk to themselves or the organization involved.  It improves the students ability to ask the right 
questions, in a given problem situation. Their ability to identify and understand the underlying problems rather 
than the symptoms of the problems is also enhanced. ( Leeenders,2007) They learned to understand and deal 
with the different viewpoints and perspectives of the others. Case studies provide an integrated view of 
management. Managerial decision-making involves integration of theories and concepts learn in different 
functional areas such as marketing and finance.Case study analysis has at its core an ethic of responsibility. As a 
teaching strategy, it conveys the inextricable bond between the individual and larger community found within a 
given case study, as well as the relevance of unique cases to larger social phenomena. Case studies provide a 
living laboratory in which students can gain insight into traditional tendencies, capabilities, and universalities of 
a given group. Doing case study analysis can help students develop a critical humanistic approach that accounts 
for the observable behavior of people, the meanings people assign to their behavior, and the secular and sacred 
forces that shape those meanings and actions  (Floyd-Thomas, S.,2007) Case studies have long been used in 
business schools, law schools, medical schools and the social sciences, but they can be used in any discipline 
when instructors want students to explore how what they have learned applies to real world situations. Cases 
come in many formats, from a simple ―What would you do in this situation?‖ question to a detailed description 
of a situation with accompanying data to analyze. Whether to use a simple scenario-type case or a complex 
detailed one depends on your course objectives.( Dunne,. and Brooks, 2004)It is now documented that students 
can learn more effectively when actively involved in the learning process (Sivan et al, 2001). The case study 
approach is one active learning strategies that can be implemented in our institutions. (Davis and Wilcock, 
2008) 

2. Background of the Study 
Many students are faced by different factors that hinder their desire to study harder.  All academic institutions 
are trying their very best to look for the best way on how to impart to their students the best knowledge they 
could offer.  Due to this reasons, the faculty of Imus Institute are eager to apply all the necessary tools so the 
students can easily understand the topics discussed. The outcomes based learning as prescribed by CHED is the 
best way to determine whether students grasp the knowledge they need to understand.  Students need to learn 
how to communicate properly and be an analytical thinker as well. Case analysis is one of the best tool that can 
be taught to the students for their growth and development.  
 

3. Conceptual  Framework of the Study 
Figure 1 shows the conceptual framework of the research. Using the systems approach, the researchers indicated 
the profile of the respondents, which includes age, gender, year level. The process consists of  finding out the  
respondents'  awareness of the case analysis method, the perception  of the respondents as to  the teacher's 
competencies in  using the case analysis  method,  the students' perception as  to the affectivity of the case 
analysis method  of teaching. and difficulties encountered by the students in using the case analysis method . 
The  case analysis method  is expected to produce students who are critical and analytical thinkers , who are 
good and effective communicators   and are fully aware of the case analysis method as an effective teaching 
tool. 
  

Figure 1 
Conceptual  Framework of the Study 
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4.Statement of the Problem 
This research investigated  the students’ awareness  of the  case analysis as a teaching strategy.  It sought to 
answer the following questions: 

1. What is the profile of Business Administration students in terms of 
 age 
 gender 
 year level 
2. To what extent are the students  aware of  the case analysis method when grouped according to : 
 gender 
 year level 
3. To what extent are the teachers competent  in using case analysis method as perceived by the students  

if grouped according to: 
 gender 
 year Level 
4. What are the difficulties encountered by the students in a case analysis method if grouped according to: 
 gender 
 year level 
5. Is there any significant difference on the teachers competent  in using case analysis method as 

perceived by the students  if grouped according to: 
 gender 
 year level 
6. Is there any significant difference on difficulties encountered by the students in a case analysis method 

if grouped according to: 
 gender 
 year level 
7. To what extent is case analysis method effective as perceived by the respondents ?  

 
5.Objective of the Study 

This study will analyze the awareness of the Business Administration students in the use of the Case Analysis as 
a teaching tool. It also aims to attain the following specific objectives: 

 To determine the age, gender and year level of the respondents. 
 To determine the extent of  students’ awareness of case analysis as a teaching tool. 
 To determine teachers’ competencies in using case analysis as perceived by the students. 
 To determine the difficulties encountered  by the students’ in case analysis method. 
 To determine the effectiveness of case analysis method as perceived by the respondents. 

 
Hyphotheses 
The researcher tested  the following hyphoteses  at .05 level of significance 
Ho  - There is no significant difference on the teachers’ competent in using case analysis   
          method as perceived by male and female students 
Ha – There is a significant difference on the teachers’ competent in using case analysis method  
         as perceived by male and female students. 
Ho – There is no significant difference between male and female students on the awareness of  
          the use of case analysis method. 
Ha – There is a significant difference between male and female students on the awareness of the  
         use of case analysis method. 
 

6.Significance of the Study 
The results of the study are important to the following: 
Faculty. The result of the study will give a concrete guide to the faculty as to the awareness of the students in 
using case analysis method as an effective tool in teaching and if it so they will exert more effort in improving 
the use of this method. 

 
 
 
 

 
 

Students. The result will help the students  do a deeper study and to do necessary intervention to face their 
difficulties in doing case analysis. They will become analytical and critical thinkers who are able to 
communicate effectively. 
Administration. The result will make the administration aware of the information regarding the needs of the 
faculty and students particularly the resources and reference materials essential for conducting case analysis 
method. 

7.Scope and Limitations 
The study focused on the seventy (70) first year to fourth year business administration students of the Imus 
Institute College during the first semester of the academic year 2012-2013.   
 The study focused on the awareness of the students of the case analysis as well as on their perception of the 
extent of teachers’ competencies in the actual preparation and execution of the case analysis, the extent of 
difficulties met by the students in case analysis method and the effectiveness of case analysis as perceived by 
the respondents.  
 

8.Related Literature 
The case study is a teaching strategy which requires learners to draw upon their past experiences, it is 
participatory and has action components which are links to future experience. The key to a successful case study 
is the selection of an appropriate problem situation which is relevant both to the interests and experience level of 
learners and to the concepts being taught. The case report should include facts regarding the problem, the 
environmental context, and the characters of the people involved in the case. It sh ould be factual, and contains 
the opinions and views of the people involved. Learners should have access to the problem solution, but not 
until they have reached their own conclusions and can then compare their results with the actual decision taken 
to resolve the problem. 
The case analysis can be carried out with the learners working independently or in groups  One advantage of 
using the case method is that it emphasizes practical thinking and it assists learners in identifying principles after 
examining the facts of the case and then applying those principles to new situations Case analysis is equally 
effective when used in combination with other instructional strategies. 
A case study or a case report is an intensive analysis of an individual unit (e.g., a person, group, or event) 
stressing developmental factors in relation to context. The case study is common in social sciences and life 
sciences. Case studies may be descriptive or explanatory. The latter type is used to explore causation in order to 
find underlying principles. They may be prospective in which criteria are established and cases fitting the 
criteria are included as they become available or retrospective  in which criteria are established for selecting 
cases from historical records for inclusion in the study.Thomas  (2011) offers the following definition of case 
study: "Case studies are analyses of persons, events, decisions, periods, projects, policies, institutions, or other 
systems that are studied holistically by one or more methods. The case that is the subject of the inquiry will be 
an instance of a class of phenomena that provides an analytical frame — an object — within which the study is 
conducted and which the case illuminates and explicates."Another suggestion is that case study should be 
defined as a research strategy, an empirical inquiry that investigates a phenomenon within its real-life context. 
Case study research can mean single and multiple case studies, can include quantitative evidence, relies on 
multiple sources of evidence, and benefits from the prior development of theoretical propositions. Case studies 
should not be confused with qualitative research and they can be based on any mix of quantitative and 
qualitative evidence. Single-subject research provides the statistical framework for making inferences from 
quantitative case-study data.   "The case study is a research approach, situated between concrete data taking 
techniques and methodologic paradigms." (Lamnek,2005). 
Case studies can be especially effective if they are paired with a reading assignment that introduces or explains a 
concept or analytical method that applies to the case. The amount of emphasis placed on the use of the reading 
during the case discussion depends on the complexity of the concept or method. If it is straightforward, the 
focus of the discussion can be  placed on the use of the analytical results. If the method is more complex, the 
instructor may  
need to walk students through its application and the interpretation of the results. (Dunne, D. and Brooks, K. 
2004)  
Case studies expose students to a wide range of industries, organizations, functions and responsibility levels. 
This provides students the flexibility and confidence to deal with a variety of tasks and responsibilities in their 
careers. It also helps students to make more informed decisions about their career choices. This activity 
strengthens the student's grasp of management theory, by providing real-life examples of the underlying 
theoretical concepts. By providing rich, interesting information about real business situations, they breathe life 
into conceptual discussions. Cases provide students with an exposure to the actual working of business and other 
organizations in the real world. Case studies reflect the reality of managerial decision-making in the real world, 
in that students must make decisions based on insufficient information. Cases reflect the ambiguity and 
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4.Statement of the Problem 
This research investigated  the students’ awareness  of the  case analysis as a teaching strategy.  It sought to 
answer the following questions: 
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 year level 
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 year level 
3. To what extent are the teachers competent  in using case analysis method as perceived by the students  

if grouped according to: 
 gender 
 year Level 
4. What are the difficulties encountered by the students in a case analysis method if grouped according to: 
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 year level 
5. Is there any significant difference on the teachers competent  in using case analysis method as 

perceived by the students  if grouped according to: 
 gender 
 year level 
6. Is there any significant difference on difficulties encountered by the students in a case analysis method 

if grouped according to: 
 gender 
 year level 
7. To what extent is case analysis method effective as perceived by the respondents ?  
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6.Significance of the Study 
The results of the study are important to the following: 
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using case analysis method as an effective tool in teaching and if it so they will exert more effort in improving 
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Students. The result will help the students  do a deeper study and to do necessary intervention to face their 
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using the case method is that it emphasizes practical thinking and it assists learners in identifying principles after 
examining the facts of the case and then applying those principles to new situations Case analysis is equally 
effective when used in combination with other instructional strategies. 
A case study or a case report is an intensive analysis of an individual unit (e.g., a person, group, or event) 
stressing developmental factors in relation to context. The case study is common in social sciences and life 
sciences. Case studies may be descriptive or explanatory. The latter type is used to explore causation in order to 
find underlying principles. They may be prospective in which criteria are established and cases fitting the 
criteria are included as they become available or retrospective  in which criteria are established for selecting 
cases from historical records for inclusion in the study.Thomas  (2011) offers the following definition of case 
study: "Case studies are analyses of persons, events, decisions, periods, projects, policies, institutions, or other 
systems that are studied holistically by one or more methods. The case that is the subject of the inquiry will be 
an instance of a class of phenomena that provides an analytical frame — an object — within which the study is 
conducted and which the case illuminates and explicates."Another suggestion is that case study should be 
defined as a research strategy, an empirical inquiry that investigates a phenomenon within its real-life context. 
Case study research can mean single and multiple case studies, can include quantitative evidence, relies on 
multiple sources of evidence, and benefits from the prior development of theoretical propositions. Case studies 
should not be confused with qualitative research and they can be based on any mix of quantitative and 
qualitative evidence. Single-subject research provides the statistical framework for making inferences from 
quantitative case-study data.   "The case study is a research approach, situated between concrete data taking 
techniques and methodologic paradigms." (Lamnek,2005). 
Case studies can be especially effective if they are paired with a reading assignment that introduces or explains a 
concept or analytical method that applies to the case. The amount of emphasis placed on the use of the reading 
during the case discussion depends on the complexity of the concept or method. If it is straightforward, the 
focus of the discussion can be  placed on the use of the analytical results. If the method is more complex, the 
instructor may  
need to walk students through its application and the interpretation of the results. (Dunne, D. and Brooks, K. 
2004)  
Case studies expose students to a wide range of industries, organizations, functions and responsibility levels. 
This provides students the flexibility and confidence to deal with a variety of tasks and responsibilities in their 
careers. It also helps students to make more informed decisions about their career choices. This activity 
strengthens the student's grasp of management theory, by providing real-life examples of the underlying 
theoretical concepts. By providing rich, interesting information about real business situations, they breathe life 
into conceptual discussions. Cases provide students with an exposure to the actual working of business and other 
organizations in the real world. Case studies reflect the reality of managerial decision-making in the real world, 
in that students must make decisions based on insufficient information. Cases reflect the ambiguity and 
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complexity that accompany most management issues. When working on a case study in a group, students must 
also be able to understand and deal with the different viewpoints and perspectives of the other members in their 
team. This serves to improve their communication and interpersonal skills. Case studies provide an integrated 
view of management. Managerial decision-making involves integration of theories and concepts learned  in 
different functional areas such as marketing and finance. The case method exposes students to this reality of 
management . ( Adapted from: C. C. Lundberg and C. Enz) The case analysis method is a learning tool in which 
students and instructors participate in direct discussion of case studies, as opposed to the lecture method, where 
the Instructor speaks and students listen and take notes. In the case method, students teach themselves, with the 
instructor being an active guide, rather than just a talking head delivering content. The focus is on students 
learning through their joint, co-operative effort.  Assigned cases are first prepared by students, and this 
preparation forms the basis for class discussion under the direction of the Instructor. Students learn, often 
unconsciously, how to evaluate a problem, how to make decisions, and how to orally argue a point of view. 
Using this method, they also learn how to think in terms of the problems faced by an administrator. In courses 
that use the case method extensively, a significant part of the student's evaluation may rest with classroom 
participation in case discussions, with another substantial portion resting on written case analyses. For these 
reasons, using the case analysis method tends to be very intensive for both students and Instructor.( 
http://plato.acadiau)―The business case is a powerful learning tool,‖ said Maureen Betses, Vice President of 
Higher Education at Harvard Business Publishing. (2012)  ―But without appropriate preparation, many students 
find interpreting cases to be daunting.  
 
 

9.Methods of  Research Used 
The researcher used the descriptive method that describes data and characteristics about the population being 
studied. The researchers compare the answers of the subjects based on their age, sex, and year level. 
 
9.1Respondents of the Study 
Out of the one hundred thirty seven (137) students of Business Administration, seventy (70) or 52.63%   
participated in the study.  
 
9.2Sample and Sampling Technique Used 
The respondents were conveniently selected from students of  first  to fourth year level of the Business 
Administration Program of  Imus Institute. 
 
9.3Data Gathering Procedure 
The survey method was used to gather data using a questionnaire.  With the permission of the Dean of College 
of Business Administration , the survey form were distributed to the Business Administration students from first 
year to fourth year. Level.  After  a week,  the  questionnaires   were collected. 
 
9.4Statistical Treatment of Data Used  
The data gathered from the survey were tallied, tabulated and interpreted using the percentage and weighted 
mean as statistical techniques. The following are the formula used: 
Percentage -  is a measure used in statistics indicating the value below which a given percentage of observations 
in a group of observations fall 
P = n x 100 
N 
Where:   P = percentage 
n = sample 
N = total number of respondents 
Weighted Mean. It is the sum of the values in the data group divided by the number of values 
= WX 
    X 
Z-Test - A statistical test used to determine whether two population means are different when the variances are 
known and the sample size is large. 
 
Guide to the interpretation of  Z-Test 
If the computed value is greater than the critical or tabulated value, the null hypothesis is rejected; there is a 
significant difference between the mean and the variance. If the computed value is lower than the critical or 
tabulated value, the null hypothesis is accepted; there is no significant difference between the mean and the 
variance. 

 
 
 
 

 
 

 
 

10.Results  and  Discussion 
Profile of the Business Administration Students of Imus Institute 
A.1  As to Age Level 
Table 1 shows that  forty eight (48)  or 68.57% of respondents belonged to age range of 16-20.   Twenty two 
(22) or 31.43% of the total respondents belonged to age 21-25. Majority of the respondents are young and 
within the college age bracket. 

Table 1 
Distribution of Respondents According to their Age Level 

Age Bracket    1st Year   2nd Year 3rd Year  4th Year  Total     % Rank 
16-20 19 14 15     - 48 68.57 1 
21- 25   2   4    3    13 22 31.43 2 
Total 21 18 18    13 70 100.00  

 
A.2  As to Gender 
 Table 2 shows that fifty one (51)  or 72.86% of the respondents are female while  nineteen (19) or 27.14% are 
male. This means that the population is dominated by female respondents which shows that there are more 
female who are interested to improve their educational qualification. 

Table 2 
Distribution of Respondents According to Gender 

Gender    1st Year   2nd Year 3rd Year  4th Year  Total     % 
Male     7 7   2     3 19 27.14 
Female   14   11   16    10 51 72.86 
Total 21 18 18    13 70 100.00 

 
A.3   As to Year Level 
  Table 3 shows that out of 70 respondents, twenty one (21) or 30% were first year students ,  eighteen (18) or 
26% were second year, students,  eighteen (18) or  26% were third year students and thirteen (13) or 18% were 
fourth year students of the Business Administration Program of Imus Institute.  
 

Table 3 
Distribution of Respondent by Year Level 

Year Level No. of Respondent  Percentage (%) of the Respondent 
1st Year 21 30% 
2nd Year 18 26% 
3rd Year 18 26% 
4th Year 13 18% 
Total 70 100% 
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Table 4 
 

Extent of Students’ Awareness of Case Analysis Method based on 
 

 

 
VD- Verbal Description; VMA –Very Much Aware -4.5-5; GA-Greatly Aware -3.5-4.49; MA –Moderately Aware-2.5-3.49; 
CA-Completely Aware – 1.5-2.49: NA –Not Aware- 1-1.49 

 
Extent of Student’s Awareness of Case Analysis Method: 
B.1   Based on Gender 
 Table 4 shows that the male respondents were Greatly Aware of the case analysis method with a weighted mean 
of  4.42  for  ― I am aware/ familiar with the case analysis method‖ ,   4.31 for  ―I am aware of the objectives of 
the case analysis method,  4.26 for ―I learn the steps in case analysis method‖. and 4.0 for  ― I develop my 
critical and analytical thinking skills‖  compared with the weighted mean score of the female respondents: 3.78;  
3.71;  3.86;  3.94  all Greatly Aware for  the respective criteria. 
 On the other hand, the female respondents scored higher than males in terms of  ― I gain confidence in 
analyzing case analysis‖  (3.82)   and ―I learn to listen to the opinion of others ― (4.25)   which are both 
described as Greatly Aware where the male respondents scores 2.55 and 2.61 described as Moderately Aware,  
respectively.  The overall average means of the males and females are 3.69 and 3.89 respectively, described as 
Greatly Aware. 
 
B.2    Based on Year Level     
 
     4.61 came from the group of first year students, followed by 4.30 of the fourth year students presents the 
extent of students’ awareness of case analysis according to year level.  As  gleaned from the table, the highest 
weighted mean was given by all year levels to ― I learn to listen to the opinion of others‖. The highest weighted 
mean 4.28 third year students and 4.11 second year students. The first year students are Very Much Aware of 
this indicator while the 2nd, 3rd and 4th year students are Greatly Aware.   
 
     Conversely, the lowest weighted mean score of 3.55 was given to ― I gain confidence in analyzing case 
analysis‖ by the second year students. The first year rated ― I am aware of the objectives of the case analysis 
method  with the lowest score of  3.61 while the third year gave it a score of 3.93. Finally, the fourth year 
students rated ― I learn the steps in case analysis method ‖  last with a weighted mean of 3.84.  The overall 
means of 3.98, 3.90, 4.01, 4.12 of the first, second, third and fourth year students indicate that the students are  
greatly aware of the case analysis method as a tool in teaching. 
 

 

 
 
 
 

GENDE
R 

I am 
aware/ 

familiar 
With 

the case 
analysis 
method 

VD I am aware 
of the 

objectives 
of 

the case 
analysis 
method 

VD I learn the 
steps in case 

analysis 
method 

VD I develop my 
critical and 
analytical 
thinking 

skills 

VD I gain 
confidence 

in analyzing 
case 

analysis 

VD I learn to 
listen to 

the 
opinion 
of others 

VD Overall 
Averag
e Mean 

VD 

MALE 4.42 GA 4.31 GA 4.26 GA 4 GA 2.55 MA 2.61 MA 3.69 GA 

FEMALE 3.78 GA 3.71 GA 3.86 GA 3.94 GA 3.82 GA 4.25 GA 3.89 GA 

               
YEAR 

LEVEL 
              

1ST 
YEAR 

3.66 GA 3.61 GA 3.95 GA 3.95 GA 4.09 GA 4.61 VM
A 

3.98 GA 

2ND 
YEAR 

4.05 GA 3.94 GA 3.95 GA 3.77 GA 3.55 GA 4.11 GA 3.90 GA 

3RD 
YEAR 

4.05 GA 3.93 GA 4.05 GA 3.99 GA 3.78 GA 4.28 GA 4.01 GA 

4TH 
YEAR 

4.14 GA 4.07 GA 3.84 GA 4.15 GA 4.23 GA 4.3 GA 4.12 GA 

 
 
 
 

 
 

Table 5 
C. Perceptions of  Students Regarding Teacher’s Competencies in using Case Analysis 

 
 

 

VD- Verbal Description; GTRE- Greater Extent -4.5-5; GE – Great Extent -3.5-4.49; A –Average-2.5-3.49; LE- Less Axtent– 1.5-2.49: NA –Not 
Aware- 1-1.49 
 
C. Perceptions of  Students Regarding Teacher’s Competencies in using Case Analysis Method 
   C.1  According to Sex 
     Table 5 shows that the perceptions of the students with regards to the extent of the teachers’/instructors’ 
preparedness in case analysis method. Both male (3.81) and female (4.32) respondents rated the teachers’ 
competencies a great extent. However, as far as the teachers/instructors knowledge in case analysis as rated by 
the  male a respondents perceived (2.72) average extent   while the female respondents perceived the teachers 
knowledge  (4.32)  great extent.   The teachers were given the highest rating by both male (4.42) and female 
(4.33) respondents Great Extent in the ability to fully discuss the results of the case analysis to the students. 
 
C.2   Based on Year Level 
             The extent of the teachers’ competencies in using case analysis method based on  year level. It  shows 
that the first year respondents have perceived that the teacher’s competence in using case analysis is to  greater 
extent with a weighted mean of    4.59     followed by fourth year  with 4.43, third year with  4.41 and second 
year respondents with 3.98.     
 The teachers got the lowest weighted mean of 3.83 from the second year respondents in terms of their ability to 
discuss the results of the case analysis. In contrast, they received the highest weighted mean of 4.66 for their 
ability to provide the students with clear case analysis from the group of first year students. 
 

Table 6 

Difficulties Encountered by the Students’ in Case Analysis method 
Based on  Gender 

 Male Verbal 
Description 

Female Verbal 
Description 

 WM    WM  
I find it hard to analyze the cases and formulate solutions to the problem. 3.69 Great Extent 3.57 Great Extent 
I find it hard to understand the situations presented in the case analysis. 3.68 Great Extent 3.41 Average 
I can express myself well in the presentation of the result of the case 
analysis. 

4.05 Great Extent 3.59 Great Extent 

I lack comprehension of the facts of the case analysis 3.74 Great Extent 3.36 Average 
I lack sufficient background of the facts of the case analysis 3.53 Average 3.11 Average 
Lack of resources or references regarding case analysis. 3.63 Great Extent 3.24 Average 
TOTAL 3.72 Great Extent 3.38 Average 
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or is 
knowledgeable 
in case analysis 

method. 

VD The teacher 
/instructor fully 
discuss the results 
of the case 
analysis to the 
students. 

VD The 
teacher/instructor 

provide the 
students with 

clear case 
analysis 

VD Overall 
Average 

Mean 

VD 

MALE 2.71 A 4.42 GE 4.31 GE 3.81 GE 
FEMALE 4.39 GE 4.33 GE 4.23 GE 4.32 GE 

         
YEAR 

LEVEL 
        

1ST YEAR 4.56 GTRE 4.56 GTRE 4.66 GTRE 4.59 GTRE 
2ND YEAR 4.16 GE 3.83 GE 3.94 GE 3.98 GE 

3RD YEAR 4.62 GTRE 4.28 GE 4.33 GE 4.41 GE 
4TH YEAR 4.30 GE 4.53 GTRE 4.46 GE 4.43 GE 
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method  with the lowest score of  3.61 while the third year gave it a score of 3.93. Finally, the fourth year 
students rated ― I learn the steps in case analysis method ‖  last with a weighted mean of 3.84.  The overall 
means of 3.98, 3.90, 4.01, 4.12 of the first, second, third and fourth year students indicate that the students are  
greatly aware of the case analysis method as a tool in teaching. 
 

 

 
 
 
 

GENDE
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I am 
aware/ 

familiar 
With 

the case 
analysis 
method 

VD I am aware 
of the 

objectives 
of 

the case 
analysis 
method 

VD I learn the 
steps in case 

analysis 
method 

VD I develop my 
critical and 
analytical 
thinking 

skills 

VD I gain 
confidence 

in analyzing 
case 

analysis 

VD I learn to 
listen to 

the 
opinion 
of others 

VD Overall 
Averag
e Mean 

VD 

MALE 4.42 GA 4.31 GA 4.26 GA 4 GA 2.55 MA 2.61 MA 3.69 GA 

FEMALE 3.78 GA 3.71 GA 3.86 GA 3.94 GA 3.82 GA 4.25 GA 3.89 GA 

               
YEAR 

LEVEL 
              

1ST 
YEAR 

3.66 GA 3.61 GA 3.95 GA 3.95 GA 4.09 GA 4.61 VM
A 

3.98 GA 

2ND 
YEAR 

4.05 GA 3.94 GA 3.95 GA 3.77 GA 3.55 GA 4.11 GA 3.90 GA 

3RD 
YEAR 

4.05 GA 3.93 GA 4.05 GA 3.99 GA 3.78 GA 4.28 GA 4.01 GA 

4TH 
YEAR 

4.14 GA 4.07 GA 3.84 GA 4.15 GA 4.23 GA 4.3 GA 4.12 GA 

 
 
 
 

 
 

Table 5 
C. Perceptions of  Students Regarding Teacher’s Competencies in using Case Analysis 

 
 

 

VD- Verbal Description; GTRE- Greater Extent -4.5-5; GE – Great Extent -3.5-4.49; A –Average-2.5-3.49; LE- Less Axtent– 1.5-2.49: NA –Not 
Aware- 1-1.49 
 
C. Perceptions of  Students Regarding Teacher’s Competencies in using Case Analysis Method 
   C.1  According to Sex 
     Table 5 shows that the perceptions of the students with regards to the extent of the teachers’/instructors’ 
preparedness in case analysis method. Both male (3.81) and female (4.32) respondents rated the teachers’ 
competencies a great extent. However, as far as the teachers/instructors knowledge in case analysis as rated by 
the  male a respondents perceived (2.72) average extent   while the female respondents perceived the teachers 
knowledge  (4.32)  great extent.   The teachers were given the highest rating by both male (4.42) and female 
(4.33) respondents Great Extent in the ability to fully discuss the results of the case analysis to the students. 
 
C.2   Based on Year Level 
             The extent of the teachers’ competencies in using case analysis method based on  year level. It  shows 
that the first year respondents have perceived that the teacher’s competence in using case analysis is to  greater 
extent with a weighted mean of    4.59     followed by fourth year  with 4.43, third year with  4.41 and second 
year respondents with 3.98.     
 The teachers got the lowest weighted mean of 3.83 from the second year respondents in terms of their ability to 
discuss the results of the case analysis. In contrast, they received the highest weighted mean of 4.66 for their 
ability to provide the students with clear case analysis from the group of first year students. 
 

Table 6 

Difficulties Encountered by the Students’ in Case Analysis method 
Based on  Gender 

 Male Verbal 
Description 

Female Verbal 
Description 

 WM    WM  
I find it hard to analyze the cases and formulate solutions to the problem. 3.69 Great Extent 3.57 Great Extent 
I find it hard to understand the situations presented in the case analysis. 3.68 Great Extent 3.41 Average 
I can express myself well in the presentation of the result of the case 
analysis. 

4.05 Great Extent 3.59 Great Extent 

I lack comprehension of the facts of the case analysis 3.74 Great Extent 3.36 Average 
I lack sufficient background of the facts of the case analysis 3.53 Average 3.11 Average 
Lack of resources or references regarding case analysis. 3.63 Great Extent 3.24 Average 
TOTAL 3.72 Great Extent 3.38 Average 
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knowledgeable 
in case analysis 

method. 

VD The teacher 
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of the case 
analysis to the 
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VD The 
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provide the 
students with 

clear case 
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VD Overall 
Average 

Mean 

VD 

MALE 2.71 A 4.42 GE 4.31 GE 3.81 GE 
FEMALE 4.39 GE 4.33 GE 4.23 GE 4.32 GE 

         
YEAR 

LEVEL 
        

1ST YEAR 4.56 GTRE 4.56 GTRE 4.66 GTRE 4.59 GTRE 
2ND YEAR 4.16 GE 3.83 GE 3.94 GE 3.98 GE 

3RD YEAR 4.62 GTRE 4.28 GE 4.33 GE 4.41 GE 
4TH YEAR 4.30 GE 4.53 GTRE 4.46 GE 4.43 GE 
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D.   Difficulties Encountered by the Students’ in Case Analysis Method  
D.1    Based on Gender 
           The extent of difficulties met by the students in case analysis method. In this table, both male (3.69) and 
female (3.57)  respondents have a great extent of difficulties in analyzing and formulating solutions to the 
problem.  The male respondents have a great extent of difficulties  (3.68) in understanding the situations 
presented in the case while the female respondents have only (3.41)   or average difficulties. Both respondents 
have a great extent of difficulties in expressing themselves in the presentation of the results of the case analysis. 
The male respondents have a  great extent of difficulties (3.74) in the comprehension of the facts of the case 
analysis while the female respondents have  average difficulties (3.36) in this area.  They both have average 
difficulties in the sufficiency of the background of the facts of the case analysis. In the resources or references 
regarding case analysis the male respondents have a great extent of difficulties (3.63) while the female 
respondents have  average difficulties (3.24) 
  The male respondents encountered great extent of difficulty (3.72) in case analysis method and the female 
respondents encountered  average difficulty (3.38) in case analysis method. The results showed that the female 
respondents comprehend better than that of the male respondents. 
 

Table 6.1 
Difficulties encountered by the Students’ in Case Analysis Method 

Based on Year level. 
 1st   Verbal 

Description 
2nd Verbal 

Description 
3rd Verbal 

Description 
4th Verbal 

Description 

 WM  WM  WM  WM  

I find it hard to analyze the 
cases and formulate 
solutions to the problem. 

3.90 Great Extent 3.55 Great Extent 3.94 Great Extent 3.07 Average 

I find it hard to understand 
the situations presented in 
the case analysis. 

3.47 Greatly 
Aware 

3.67 Greatly 
Aware 

3.39 Average 3.29 Average 

I can express myself well in 
the presentation of the result 
of the case analysis. 

3.71 Great Extent 3.78 Great Extent 3.83 Great extent 3.60 Great Extent 

I lack comprehension of the 
facts of the case analysis 

3.48 Average 3.66 Great Extent 3.49 Great Extent 3.31 Average 

I lack sufficient background 
of the facts of the case 
analysis 

3.23 Average 3.44 Average 3.33 Average 3.15 Average 

Lack of resources or 
references regarding case 
analysis. 

3.51 Great Extent 3.61 Great Extent 3.33 Average 3.14 Average 

TOTAL 3.55 Great Extent 3.62 Great Extent 3.55 Great Extent 3.26 Average 

 

D.2   Based on Year Level 
          The level of difficulties of the respondents based on their year level. The highest level of difficulties met 
by the first year in analyzing and formulating solutions to the problem with a weighted mean of 3.90 described 
as great extent and the lowest level of difficulties with a weighted average of  3.23 described as average 
difficulties in lack of sufficient background of  
the facts of the case analysis. The highest level of difficulties encountered by the second year level is 3.78 or 
great extent in expressing themselves well in the presentation of the result of the case analysis and the lowest 
level is 3.44 or average difficulties in the lack of sufficient background of the facts of the case analysis. The 
highest level of difficulties met by the third year level is 3.94 or great extent in analyzing the case and 
formulating the solutions to the problem and the lowest level of difficulties is 3.33 or average both for the lack 
of sufficient background of the facts of the case analysis and lack of resources or references regarding case 
analysis. The highest level of difficulties met by fourth year level  in expressing themselves well in the 
presentation of the result of the case analysis with a weighted mean of 3.60 or great extent and the lowest level 
of difficulties  in analyzing  the cases and formulating solutions to the problem, rated 3.07 and described as 
average. 
The first year (3.55), second year (3.62) and third year level (3.55) have both encountered great extent of 
difficulties in case analysis method while the fourth year level (3.26)  encountered only an average extent of 
difficulties in case analysis method. This shows that with a lot of practice and exposure to the method, the 
students acquire skills of case analysis and encountered less difficulties. 
 

 
 
 
 

 
 

- 
• Perceptions of Students as to the Affectivity of  Case Analysis as a Method of Teaching 

Table 7 
Effectiveness of Case Analysis Method as Perceived by the Respondents 
 WM Verbal Description 

I learn the steps in case analysis method. 4.31 Great extent 
I develop my critical and analytical 
thinking skills 

3.98 Great extent 

I gain confidence in analyzing case analysis 3.83 Great extent 
I learn to listen to the opinion of others. 4.37 Great extent 
I can express myself well in the 
presentation of the result of the case 
analysis. 

3.7 Great extent 

Overall Mean 4.04 Great Extent 

 

 Table 7 reveals that there is a great extent  (4.04) of effectiveness of case analysis method as perceived by the 
respondents.  A great extent of effectiveness is shown in listening to the opinion of others with the highest 
weighted mean of 4.37. The lowest weighted mean of 3.70 was given to expressing oneself well in the 
presentation of the results of the case.  
 

Table 8 

Differences on the teachers’ competent in using case analysis method as perceived by the students  if 
grouped according to gender and  year level 
 
GROUPS Z VALUE Z CRITICALVALUE DECISION ON HO INTREPRETATION 

GENDER -2726209198 1.959963985 Accept Ho Not Significant 

YEARLEVEL 10.53796 4.066181 Rejected Ho Significant 

 

If the computed value is greater than the critical or tabulated value, the null hypothesis is rejected; there is 
significant differences between the mean and the variance. 
Ho – There is no significant difference on the teachers’ competent in using case analysis method as perceived by 
male and female students. 
Ha – There is a significant difference on the teachers’ competent in using case analysis method as perceived by 
male and female students.  
 

Table 9 presents the result of the test of differences on the difficulties encountered by the students in case 
analysis method if  grouped according to gender and year level which shows that there is significant difference 
on the difficulties encountered by the students in case analysis method.  
 

Table 9 

Differences on the difficulties encountered by the students’ in case analysis method  if grouped according 
to gender and year level 

 
GROUPS Z-VALUE Z-CRITICAL 

VALUE 
DECISION ON HO INTERPRETATION 

GENDER 1.449764871 1.959963985 Accept  Ho Not Significant 

YEAR LEVEL 3.530977 3.098391 Rejected Ho   Significant 
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           The extent of difficulties met by the students in case analysis method. In this table, both male (3.69) and 
female (3.57)  respondents have a great extent of difficulties in analyzing and formulating solutions to the 
problem.  The male respondents have a great extent of difficulties  (3.68) in understanding the situations 
presented in the case while the female respondents have only (3.41)   or average difficulties. Both respondents 
have a great extent of difficulties in expressing themselves in the presentation of the results of the case analysis. 
The male respondents have a  great extent of difficulties (3.74) in the comprehension of the facts of the case 
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difficulties in the sufficiency of the background of the facts of the case analysis. In the resources or references 
regarding case analysis the male respondents have a great extent of difficulties (3.63) while the female 
respondents have  average difficulties (3.24) 
  The male respondents encountered great extent of difficulty (3.72) in case analysis method and the female 
respondents encountered  average difficulty (3.38) in case analysis method. The results showed that the female 
respondents comprehend better than that of the male respondents. 
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D.2   Based on Year Level 
          The level of difficulties of the respondents based on their year level. The highest level of difficulties met 
by the first year in analyzing and formulating solutions to the problem with a weighted mean of 3.90 described 
as great extent and the lowest level of difficulties with a weighted average of  3.23 described as average 
difficulties in lack of sufficient background of  
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great extent in expressing themselves well in the presentation of the result of the case analysis and the lowest 
level is 3.44 or average difficulties in the lack of sufficient background of the facts of the case analysis. The 
highest level of difficulties met by the third year level is 3.94 or great extent in analyzing the case and 
formulating the solutions to the problem and the lowest level of difficulties is 3.33 or average both for the lack 
of sufficient background of the facts of the case analysis and lack of resources or references regarding case 
analysis. The highest level of difficulties met by fourth year level  in expressing themselves well in the 
presentation of the result of the case analysis with a weighted mean of 3.60 or great extent and the lowest level 
of difficulties  in analyzing  the cases and formulating solutions to the problem, rated 3.07 and described as 
average. 
The first year (3.55), second year (3.62) and third year level (3.55) have both encountered great extent of 
difficulties in case analysis method while the fourth year level (3.26)  encountered only an average extent of 
difficulties in case analysis method. This shows that with a lot of practice and exposure to the method, the 
students acquire skills of case analysis and encountered less difficulties. 
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• Perceptions of Students as to the Affectivity of  Case Analysis as a Method of Teaching 

Table 7 
Effectiveness of Case Analysis Method as Perceived by the Respondents 
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I learn the steps in case analysis method. 4.31 Great extent 
I develop my critical and analytical 
thinking skills 

3.98 Great extent 

I gain confidence in analyzing case analysis 3.83 Great extent 
I learn to listen to the opinion of others. 4.37 Great extent 
I can express myself well in the 
presentation of the result of the case 
analysis. 

3.7 Great extent 

Overall Mean 4.04 Great Extent 

 

 Table 7 reveals that there is a great extent  (4.04) of effectiveness of case analysis method as perceived by the 
respondents.  A great extent of effectiveness is shown in listening to the opinion of others with the highest 
weighted mean of 4.37. The lowest weighted mean of 3.70 was given to expressing oneself well in the 
presentation of the results of the case.  
 

Table 8 

Differences on the teachers’ competent in using case analysis method as perceived by the students  if 
grouped according to gender and  year level 
 
GROUPS Z VALUE Z CRITICALVALUE DECISION ON HO INTREPRETATION 

GENDER -2726209198 1.959963985 Accept Ho Not Significant 

YEARLEVEL 10.53796 4.066181 Rejected Ho Significant 

 

If the computed value is greater than the critical or tabulated value, the null hypothesis is rejected; there is 
significant differences between the mean and the variance. 
Ho – There is no significant difference on the teachers’ competent in using case analysis method as perceived by 
male and female students. 
Ha – There is a significant difference on the teachers’ competent in using case analysis method as perceived by 
male and female students.  
 

Table 9 presents the result of the test of differences on the difficulties encountered by the students in case 
analysis method if  grouped according to gender and year level which shows that there is significant difference 
on the difficulties encountered by the students in case analysis method.  
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If the computed value is greater than the critical or tabulated value, the null hypothesis is rejected; there is 
significant differences between the mean and the variance. 
Ho – There is no significant difference between male and female students on the awareness of the use of case 
analysis method. 
Ha – There is a significant difference between male and female students on the awareness of the use of case 
analysis method. 
 

11.Conclusions 
       Based from the findings of the study, the following conclusions are presented 

1. Majority of the Business Administration students are young female first year students. 
2. Both male and female students from first year to fourth year level are greatly aware of the case analysis 

as a teaching strategy. 
3. All students, male and female  from first year to fourth year level perceived that the teachers have a 

greater extent of competencies in using case analysis method. 
4. Male students have encountered greater extent of difficulty  particularly in expressing  

themselves, and in  presentation of the results of case analysis. The female respondents have  
encountered an average extent of difficulty  specifically  in the  lack   of  the  background of the facts of 
the case .              

5. The fourth year respondents have encountered an average extent of difficulty  while the first, second, 
and third year respondents have great extent of difficulty  in the  use of the case analysis method.         

6. There is a significant difference on the students’ awareness on case analysis as a teaching tool if 
grouped according to year level  on the contrary there is no significant difference on the students’ 
awareness  on case analysis as a teaching tool if grouped according to gender. 

7. There is a significant difference on the difficulties encountered by the students’ on case analysis if 
grouped according to year level but there is no significant difference on the difficulties encountered by 
the students if grouped according to gender. 

8. The case analysis method can be an effective teaching strategy for Business Administration students . 
 

12. Recommendations 
Based on the conclusions arrived at, the following recommendations are hereby given: 

1. The case analysis method must be introduced to the first year level in a very gradual way. The steps by 
steps procedure must be properly explained.   

2. Case analysis method must be an integral part of the teaching-learning activities from first year to 
fourth year level. 

3. The proper English communication as well as the comprehension skill must be given utmost  
attention by all the faculty because the ability of the students to express and communicate properly is 
very essential not only in case analysis but in almost all of their undertakings in the future.  The 
students must be given extensive seminars or an opportunity to attend conventions regarding enhancing 
English Communication Skills. 

4. The teacher/instructor must give the students extensive and rigid practices on how to locate the main 
problem and how to formulate the correct alternatives solutions to the problem. 

5. The teacher/instructor must be fully knowledgeable on the facts of the case so that he/she can 
participate in the analysis.  

6. There should  be  a provision for enough  references or resources of the cases in the library for the 
consumption of the students especially those in the higher level. 

7. Teacher’s should undergo more training in case analysis method. They should always be updated on 
the new techniques and systems regarding case analysis method. 
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ABSTRACT 

The main objective of a company is to maximize shareholder value. The company managed 
by the manager (agent) is expected to generate high profits and give advantage to the 
owner/shareholder (principal) as a consequence of capital that has been given to the 
company. However, there are different interests between shareholders and the management 
towards the company's profit that will lead to the agency conflict. Shareholders are interested 
in getting profit of the company in the form of dividends. Otherwise, the management prefers 
that the profit obtained should be used as capital for expansion. The existence of agency 
conflicts that occur will cost the company in order to control the conflict. These costs are 
called as agency costs. In other words, when managers as the agent cannot achieve their 
objective which is to maximize shareholder value, then the agency cost was incurred. 
Revenue and asset of the company should be able to be managed in order to create value for 
the company. This study aims to examine the impact of a CEO, revenue, and asset on the 
agency cost of PT Telecommunication XYZ as well as to determine who the most successful 
CEO is during the last three tenures using agency cost approach. The methodology used in 
this research is multiple linear regressions by using dummy variable. There are four 
regression models which are used as the proxy to measure the agency cost. They are ratios 
that can represent the shareholder value, i.e. PER, DPS, EPS, and WACC. The most 
successful CEO is the one whose the value of PER, DPS, and EPS are the highest and the 
value of WACC is the lowest considering other factors that might impact the number which 
are the revenue, and the assets. The result showed that increase in revenue and asset in PT 
Telecommunication XYZ is not always in line with the increase in shareholder value. The 
result also showed that Mr. C who served from 2012 – 2014 is the most successful CEO of 
PT Telecommunication XYZ during the last three tenures.  

Keywords: agency cost, most successful CEO, telecommunication, shareholder value  

 

1. Introduction 

The main objective of a company is to maximize shareholder value. The company managed 
by the manager (agent) is expected to generate high profits and give advantage to the 
owner/shareholder (principal) as a consequence of capital that has been given to the 
company. According to Jensen and Meckling (1976), a company that separates the functions 
of ownership and management functions will be vulnerable to the agency conflict. Agency 

conflicts occur because of differences of interest between shareholders and the management 
towards the company's profit. Shareholders aim to get profit from the company in the form of 
dividends. Otherwise, the management prefers that the profit obtained should not be 
distributed to shareholders. Undistributed profits can be used as capital for expansion. 
Shareholder’s value is the value delivered to shareholders because of management's ability to 
grow earnings, dividends and share price. The successful agent is the agent who can 
minimize the agency cost. The revenue and asset of the company should be able to be 
managed in order to create value for the company. 

Based on the statistical data from Direktorat Jenderal Sumber Daya dan Perangkat Pos dan 
Informatika Republik Indonesia (2010), Telecommunication development in Indonesia has 
entered a new phase with the increasingly rapid growth of the information technology 
industry. It is also stated that the growth of the telecommunications services sector is the 
highest in the national economy compared to other sectors. The data provided in Gatra News 
(2010) also shows that there is a significant increase of telecommunication users since 2005. 
PT Telecommunication XYZ is the biggest telecommunication company in Indonesia. Based 
on the annual report, its total asset is always increasing every year and in 2014 the total asset 
of PT Telecommunication XYZ is Rp 140,895 billion. 

Based on those facts, the research was conducted in order to examine the impact of a CEO, 
revenue, and asset on the agency cost of PT Telecommunication XYZ and also to determine 
who the most successful CEO is during the last three tenures using agency cost approach. 
They are Mr. A (2005-2006), Mr. B (2007-2011), and Mr. C (2012-2014). 

 

2. Literature Review 

2.1 Agency Theory 

Relationship between managers and shareholders in the agency theory is described as the 
relationship between agent and principal (Schroeder et al., 2001); manager/CEO as the agent 
and shareholder as the principal. Managers should take the best business decisions in order to 
increase the shareholder value. The decision made by the manager should maximize the 
utility of the company. However, shareholders cannot oversee all the decisions and activities 
undertaken by the manager. It is a threat to the shareholders if the manager acts for his own 
benefit. This is the basic problem in the agency theory, the existence of a conflict of interest 
between the agent and the principal. 

2.2 Shareholder Value Theory 

According to this theory, the most fundamental responsibility of director/manager is to 
perform in order to increase the interest or value of the shareholders. Management by the 
board of directors should consider the interests of their shareholders in order to increase the 
shareholder value and to ensure the long-term health of the company (Smerdon as cited in 
Sutedi, 2011). Ratios that can reflect the shareholder values are PER, EPS, and DPS. WACC 
also can be a tool in order to analyze the shareholder value since it influences the dividends 
got by the shareholders. 

2.3 Price Earnings Ratio (PER) 
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According to Ang (1997), the use of PER is to see how the market appreciates the 
performance of the stock of a company to the company performance, as reflected by its EPS. 
If a stock has a PER of 5x, meaning that the market price of the shares is fivefold to its EPS. 
Price Earnings Ratio (PER) is the ratio between the market price of a stock by its earnings 
per share (EPS) of the shares in question.  

2.4 Earnings per Share (EPS) 

Earnings per Share (EPS) is the ratio between the net profit after tax in the financial year by 
the number of shares issued (Ang, 1997). This financial ratio is often used by stock investors 
in order to analyze the ability of the company to make profit out of the shares owned. 

2.5 Dividend per Share (DPS) 

Dividend per Share is the total of all cash dividends distributed to shareholders as compared 
to the number of outstanding shares (Weston and Copeland, 2001). One of the reasons why 
investors buy stocks is to get the dividend. High DPS shows that the company has a good 
prospect and will attract investors. 

2.6 Weighted Average Cost of Capital (WACC) 

Young and O'Byrne (2001) stated that WACC is the amount of the cost of capital 
components including short-term debt, long-term debt and shareholders' equity that is 
weighted by their relative proportion in the capital structure of the company at market value. 

2.7 Revenue 

According to Jusup (2011), revenue is income arising in the implementation of the company's 
activities (e.g. the sale of goods or services). If the revenue increases, the net profit of the 
company should increase. This is what the management should do in order to maximize the 
shareholder value.  

2.8 Asset 

Asset is a form of investment in a company. It is a wealth as well as resource owned by the 
company. According to Dyckman et al (1999: 174), assets are economic benefits that can be 
realized in the future that are obtained or acquired by a particular entity as a result of past 
transactions or events. 

 

3. Methodology 

There are five major steps in this research, which are problem identification, literature 
review, data collection, data analysis, and conclusion. The problem identification was done 
by searching issues through articles. Literature review contains information as well as 
theories used in this research which was done by reading some papers, journals, and books. 
The data (consolidated financial statements) were collected from the official website of PT 
Telecommunication XYZ. The analysis was conducted by using multiple linear regressions 
with dummy variable.  

3.1 Operational Variable 

Dependent Variable 

Since there will be five models, so the dependent variables used in this research are also five. 
They are Price Earnings Ratio (PER), Earning per Share (EPS), Dividend per Share (DPS), 
and Weighted Average Cost of Capital (WACC). 

Independent Variable 
The independent variables used in this research are revenue, asset, and dummy variables of 
the CEOs which are Mr. A, Mr. B, and Mr. C. 

3.2 Classical Assumption Test 

Normality Test 
Normality test aims to test whether residual or confounding variables have a normal 
distribution in the regression model. A good regression model is the model that is near-
normal or normal. In order to test it, one of the easiest ways is to look at the histogram that 
compares the data observed with near-normal distribution. Another method that can be used 
is Kolmogorov-Smirnov test. It is a common method used to test the normality of the data. If 
the value of Kolmogorov-Smirnov is not significant (variable has a significant level in more 
than 0.05) then all the data are normally distributed. 

Multicollinearity Test 
This test aims to test whether in the model of regression analysis found a correlation among 
the independent variables (independent). A good regression model should not have a 
correlation among the independent variables. The way to detect the presence or absence of 
multicollinearity in the regression is by seeing the tolerance value and the value of the 
variance inflation factor (VIF). Regression model that is free from multicollinearity is the 
regression in which the value of its tolerance is more than 0.1 or the value of VIF is less than 
10. 

Autocorrelation Test 
Autocorrelation test aims to test whether there is a correlation between confounding error in 
period t with confounding error in period t-1 (previous) in the linear regression model. If 
there is a correlation then there is a problem called autocorrelation. Runs test can be used to 
analyze the autocorrelation where the value of Asymp. Sig. (2-tailed) has to be more than 
0.05 in order to reject the null hypothesis.  

Heteroscedasticity Test 
Heteroscedasticity test aims to test whether the regression model has inequality variance of 
residuals from one observation to other observation. If the variance of the residuals from one 
observation to other observation is fixed, then it is called homoscedasticity but when it is 
different, it is called heteroscedasticity. A good regression model is a homoscedasticity one. 
The way to detect it is to see the scatter plot graph. 

3.3 Multiple Linear Regression Analysis 

There are four models used in this research in order to analyze the agency cost which is 
proxied by the shareholder value. The hypothesis (H1) in each model is Revenue, Asset, and 
CEO have a positive effect on the shareholder value. 
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Model 1: PER (Price Earnings Ratio) 
PER = a + b1 REV + b2 AST +b3 D_A + b4 D_B + e 

Model 2: EPS (Earning per Share) 
EPS = a + b1 REV + b2 AST +b3 D_A + b4 D_B + e 

Model 3: DPS (Dividend per Share) 
DPS = a + b1 REV + b2 AST +b3 D_A + b4 D_B + e 

Model 4: WACC (Weighted Average Cost of Capital) 
WACC = a + b1 REV + b2 AST +b3 D_A + b4 D_B + e 

Where: 
a  : constanta 

b1 – b4  : regression coefficient 

REV  : revenue  

AST  : asset 

D_A  : dummy variable Mr. A 

D_B  : dummy variable Mr. B 

e  : error 

3.4 Interpretation of Dummy Variable 

The purpose of using dummy multiple regression is to predict the value of a variable 
dependent on one or more independent variables, where the independent variables used are 
dummy. Dummy variables are variables that are used to create a category of qualitative data 
(qualitative data does not have a unit of measurement). Since the qualitative data cannot be 
used in the regression analysis, it must first be transformed into a quantitative form, 1 or 0. 

The dummy regression in this research will show by how much the influence of each CEO in 
affecting the dependent variables quantitatively. When the CEO served, the value is 1 but 
when the CEO did not serve, the value is 0. When a CEO is able to increase the value of 
PER, EPS, DPS as well as decrease the value of WACC means that the CEO has been 
successful in maximizing shareholder value. The CEO who is successful in maximizing the 
shareholder value is the CEO who is successful in minimizing the agency cost. From that 
fundamental, the researcher will be able to identify the most successful CEO of PT 
Telecommunication XYZ. This is the trade-off of the dummy variables.  

When Mr. A served  : D_A = 1 ; D_B = 0 
When Mr. B served : D_A = 0 ; D_B = 1 
When Mr. C served : D_A = 0 ; D_B = 0 

3.5 Hypothesis Test 

The t Test 

T-test is commonly used to test how influential one independent variable on the dependent 
variable. If the significance level (p value) is smaller than the value of α then H0 can be 
rejected or in other words, the independent variable has a relationship with the dependent 
variable statistically.   

The F Test 
F-test is used to test the influence of independent variables on the dependent variable 
simultaneously. If the F significance level is below than the value of α=0.05 then the 
alternative hypothesis cannot be rejected or in other words, all independent variables 
influence the dependent variable statistically.   

Coefficient of Determination Test (R2) 
The coefficient of determination (R2) essentially measures how strong the ability of all 
independent variables in explaining the dependent variable. R2 can be used to measure the 
strength of the relationship between variables. Big value of coefficient of determination 
means that the ability of independent variables in explaining the dependent variable is very 
strong. 

 

4. Data Analysis 

4.1 Classical Assumption Test  

All classical assumption tests were done by using SPSS 20. 

Normality Test 

            Table 4.1 Normality Test of Model 1                         Table 4.2 Normality Test 
of Model 2  
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Table 4.3 Normality Test of Model 3               Table 4.4 Normality Test of Model 4 
 
 

 

 

 

 

 

 

 

 

The table above shows that the variables used in Model 1, Model 2, Model 3, and Model 4 
are normally distributed with significance level of 91.4%, 77.1%, 67.8%, and 100% 
respectively. 

Multicollinierity Test 
 

Table 4.5 Multicolliniearity Test of Model 1  Table 4.6 Multicolliniearity Test of Model 2 

 

 

 

 

 

 

 

 

Table 4.7 Multicolliniearity Test of Model 3     Table 4.8 Multicolliniearity Test of  
Model 4  

 

 

 

 
 

 

The tables above show that the tolerance of variables used are all more than 0.1 and the value 
of VIF are all less than 10. So, the conclusion is that the models are all free from 
multicollinearity problem. 

Autocorrelation Test 
The autocorrelation was tested by using runs test in SPSS. These are the result of the runs 
test. 

 

Table 4.9 Autocorrelation Test of Model 1  Table 4.10 Autocorrelation Test of  
       Model 2 

 

 

 

 

 

 

 

 

Table 4.11 Autocorrelation Test of Model 3 Table 4.12 Autocorrelation Test of 
Model 4 

 

 

 

 

 

 

 

 

 

The table above shows that the value of Asymp. Sig. (2-tailed) is more than 0.05 which 
means that the data used are random so there is no autocorrelation problem. 

Heteroscedasticity Test 
The scatter plots below show that the dots spread irregularly and do not form a particular 
form. So, the conclusion is there is no heteroscedasticity problem in these models. 
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Figure 4.1 Heteroscedasticity Test of Model 1           Figure 4.2 Heteroscedasticity Test of Model 2 

 

 

 

 

 

 

 

 

Figure 4.3 Heteroscedasticity Test of Model 3     Figure 4.4 Heteroscedasticity Test of Model 4 
  

4.2 Regression Analysis Results 

The table below shows the output or result of the models after conducting the regression 
analysis. 

 

Table 4.13 The Result of Regression Analysis 

0 
Variable Beta Sig. 

R 
Square 

Adj. R 
Square 

Sig. 
(Fstat) 

Model 1 
(PER) 

(Constant) -330.635  

0.828 0.809 0.000 

REV -15.679 0.000 

AST 33.993 0.000 

D_A -2.492 0.046 

D_B -6.866 0.018 

Model 2 
(EPS) 

(Constant) 7.726  

0.885 0.872 0.000 

REV 0.053 0.000 

AST -0.014 0.064 

D_A -0.403 0.073 

D_B -0.217 0.085 

Model 3 
(DPS) 

(Constant) 1.714  

0.860 0.844 0.000 

REV 38.207 0.000 

AST -33.155 0.048 

D_A -23.229 0.037 

D_B -14.921 0.010 

Model 4 
(WACC) 

(Constant) 1.006  

0.831 0.812 0.000 

REV 0.023 0.000 

AST -0.021 0.006 

D_A 0.006 0.038 

D_B 0.005 0.002 

  
The t Test 
Table 4.13 shows that all variables used are significant with the p value (Column Sig.) of 
independent variables in Model 1, 3, and 4 are less than  α=0.05, and p value of independent 
variables in Model 2 is less than α=0.10.  Table 4.13 also shows that revenue has a negative 
effect on PER but positive in EPS, DPS, and WACC. Asset has a positive effect on PER, but 
negative in EPS, DPS, and WACC. This proved that the increase in revenue and asset in PT 
Telecommunication XYZ is not always in line with the increase in shareholder value. 

The F Test 
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The result shows that the significance level of Fstat is 0.000. It is less than α=0.05 which 
means that the independent variables simultaneously influence the dependent variable. In 
other words, the independent variables used are able to reflect the dependent variable. 

The R2 Test 
Based on the Table 4.13, the values of R2 in these models are 0.809, 0.872, 0.844, and 0.812 
respectively. It shows that about 80% variation of the models can be explained by the 
independent variables, i.e. Revenue, Asset, and the dummy CEOs. The rest is explained by 
other variables that are not included in the research model. 

4.3 Interpretation of Dummy Variable 

In order to determine the most successful CEO, the thing that has to be considered is the 
value of beta of the dummy variable since it will show how much the influence of the CEO in 
question on the shareholder value quantitatively. 

When Mr. A served  : D_A = 1 ; D_B = 0 
When Mr. B served : D_A = 0 ; D_B = 1 
When Mr. C served : D_A = 0 ; D_B = 0 
Model 1 (PER) 
The beta value of dummy variable Mr. A is -2.492 and -6.866 for dummy variable Mr. B. So, 
based on this model, when Mr. A served, his influence was decreasing the value of PER of 
2.492; when Mr. B served, his influence was decreasing the value of PER of 6.866; when Mr. 
C served, he did not decrease as well as increase the value of PER. Therefore, the CEO 
whose the value of PER was the highest is Mr. C. 

Model 2 (EPS) 
The beta value of dummy variable Mr. A is -0.403 and -0.217 for dummy variable Mr. B. So, 
based on this model, when Mr. A served, his influence was decreasing the value of EPS of 
0.217; when Mr. B served, his influence was decreasing the value of EPS of 0.217; when Mr. 
C served, he did not decrease as well as increase the value of EPS. Therefore, the CEO 
whose the value of EPS was the biggest is Mr. C. 

Model 3 (DPS) 
The beta value of dummy variable Mr. A is -23.229 and -14.921 for dummy variable Mr. B. 
So, based on this model, when Mr. A served, his influence was decreasing the value of DPS 
of 23.229; when Mr. B served, his influence was decreasing the value of DPS of 14.921; 
when Mr. C served, he did not decrease as well as increase the value of DPS. Therefore, the 
CEO whose the value of DPS was the highest is Mr. C. 

Model 4 (WACC) 
The beta value of dummy variable Mr. A is 0.006 and 0.005 for dummy variable Mr. B. So, 
based on this model, when Mr. A served, his influence was increasing the value of WACC of 
0.006; when Mr. B served, his influence was increasing the value of WACC of 0.005; when 
Mr. C served, he did not decrease as well as increase the value of WACC. Therefore, the 
CEO whose the value of WACC was the highest is Mr. C. 

 

5. Conclusion 

5.1 Conclusion 

The objective of this study is to examine the impact of a CEO, revenue, and asset on the 
agency cost of PT Telecommunication XYZ as well as to determine who the most successful 
CEO is during the last three tenures using agency cost approach. The most successful CEO is 
the one with the lowest agency cost. When the agency cost is decreasing means that the 
shareholder value is increasing. The shareholder value can be identified from the value of 
Price Earnings Ratio (PER), Earnings per Share (EPS), Dividend per Share (DPS), and 
Weighted Average cost of Capital (WACC). Therefore, the most successful CEO is the one 
whose the value of PER, DPS, and EPS are the highest and the value of WACC is the lowest. 
The models used in this study showed that the increase in revenue and asset in PT 
Telecommunication XYZ is not always in line with the increase in shareholder value. They 
also showed that each CEO had different impact on the shareholder value. It was Mr. C who 
met the conditions. The value of PER, EPS, and DPS of Mr. C were the highest compared to 
Mr. A and Mr. B. Also, the value of WACC of Mr. C was the lowest compared to Mr. A and 
Mr. B. So, the most successful CEO of PT Telecommunication XYZ during the last three 
tenures using agency cost approach is Mr. C. 

5.2 Recommendation 

For further research, the researcher suggests to extend the tenure of the CEO in order to get 
the result that can represent the condition of the company. The independent variable could 
also be added besides the revenue and asset; for instance the interest rate or the cost of goods 
sold (for manufacturing company) that also might impact the shareholder value.   
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PER EPS DPS WACC Revenue Assets
Q1 21,12 17,71 10,91 0,006 9346893 58345004
Q2 11,08 37,73 21,83 0,013 19384590 58483327
Q3 7,94 56,32 32,74 0,017 30153952 58722587
Q4 6,22 79,3 43,65 0,021 41807184 62171044
Q1 16,80 34,33 15,05 0,005 11816951 63950216
Q2 10,64 57,74 30,10 0,011 23996545 67657445
Q3 7,71 91,62 45,14 0,015 37199944 68351960
Q4 7,72 109,4 60,19 0,021 51294008 75135745
Q1 27,07 30,41 22,54 0,006 13847733 75705014
Q2 12,42 66,3 45,09 0,012 28506602 80016741
Q3 9,35 98,33 67,63 0,017 43647279 76784958
Q4 6,59 128,8 90,17 0,021 59440011 82058760
Q1 24,97 32,3 14,79 0,004 15031603 81800852
Q2 9,60 63,57 29,58 0,009 30178356 85836211
Q3 6,62 90,22 44,36 0,015 44649525 86028657
Q4 5,34 108,08 59,15 0,021 60689784 91256250
Q1 25,35 24,89 14,35 0,007 15618305 91369486
Q2 10,24 61,21 28,69 0,014 32611976 94258516
Q3 7,64 94,57 43,04 0,019 50162799 95313850
Q4 6,84 115,4 57,38 0,027 67677518 97814160
Q1 23,83 28,23 16,13 0,007 16587322 96534197
Q2 10,54 61,04 32,26 0,013 34243096 99050328
Q3 9,85 90,83 48,39 0,017 52122352 100060741
Q4 6,70 117,3 64,52 0,022 68629181 99758447
Q1 25,26 28,76 18,55 0,004 16705760 100685478
Q2 15,00 60,41 37,11 0,008 34457375 99834171
Q3 10,98 85,4 55,66 0,012 53050891 99473234
Q4 7,77 111,9 74,21 0,015 71253000 103054000
Q1 25,07 34,44 21,81 0,003 17796000 104624000
Q2 18,90 66,79 43,62 0,006 36720000 101536000
Q3 14,07 104,07 65,43 0,008 56864000 105402000
Q4 10,36 133,8 87,24 0,018 77143000 111369000
Q1 46,92 36,32 25,60 0,004 19547000 116104000
Q2 28,43 74,39 51,20 0,007 40160000 111472000
Q3 17,15 115,05 76,80 0,009 61499000 120795000
Q4 13,71 147,4 102,40 0,011 82967000 127951000
Q1 55,39 37,58 22,37 0,003 21250000 130472000
Q2 31,50 76,24 44,73 0,007 43542000 130160000
Q3 24,20 117,35 67,10 0,010 65841000 138275000
Q4 18,63 149,8 89,46 0,013 89696000 140895000

2011

2012

2013

2014

Year

(in million Rupiah)

2005

2006

2007

2008

2009

2010

Dyckman, T.R, & Zeff, S. A. 1999 „The Future of Financial Reporting: Removing It From 
The Shadows‟ Pacific Accounting Review, Palmerston North, Vol 11, Iss. 2, pp. 89 
– 97. 

 

APPENDIX 

 

1. Summary of PER, EPS, DPS, WACC, Asset, and Revenue of PT Telecommunication 
XYZ from Q1/2005 – Q4/2014  
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(Constant) 1,006 ,085  11,826 ,000 

REV ,023 ,002 ,924 11,446 ,000 

AST -,021 ,011 -,348 -1,905 ,006 

D_A ,006 ,003 ,370 1,860 ,038 

D_B ,005 ,002 ,425 3,374 ,002 

a. Dependent Variable: WACC 
 

Coefficientsa 

 

 

Model 

 

Unstandardized Coefficients 

Standardized 

Coefficients 

 

 

t 

 

 

Sig. B Std. Error Beta 

1 
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AST 33,993 8,459 ,742 4,019 ,000 

D_A -2,492 5,459 -,092 -,456 ,046 

D_B -6,866 2,768 -,315 -2,481 ,018 

a. Dependent Variable: PER 
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a. Dependent Variable: EPS 
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AST -33,155 16,629 -,332 -1,994 ,048 
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D_B -14,921 5,441 -,314 -2,742 ,010 

a. Dependent Variable: DPS 
 

2. Regression Output Model 1 (PER) 
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6. Table R2 and ANOVA Model 1 (PER) 

 

 

 

 

 

 

 

 

 

 

 

7. Table R2 and ANOVA Model 2 (EPS) 
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9. Table R2 and ANOVA Model 3 (DPS) 

 

 

 

 

 

 

 

10. Table R2 and ANOVA Model 4 (WACC) 
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6. Table R2 and ANOVA Model 1 (PER) 

 

 

 

 

 

 

 

 

 

 

 

7. Table R2 and ANOVA Model 2 (EPS) 
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9. Table R2 and ANOVA Model 3 (DPS) 
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ABSTRACT 

 

Among the education crisis in Thailand, parents are struggling to seek “good schools” for 
their children since they believe that studying in good school means half way 
achievement to the children future. This paper is aimed to present the cost of the country 
in education, not only the national budget supporting “free education” policy but also 
parents’ payment to private schools especially international schools where tuition fee is 
highly expensive and increased every year with minimum control from any government 
agency, and tutorial schools which seems to be compulsory for most students in the 
country. Qualified and competent teacher seems to be an issue for both public and private 
schools or even international schools. Consequently, it is a great opportunity for 
education business to fill in the gap while there is still no potential sign in solving 
education crisis of the nation.  

Keywords:  Cost, Pricing, Education Industry and Business, Factory Model 

 

1. Introduction 

“What would you like to be when you are grown up?” This is one of most frequent 
questions that the adult asks young children. In Thailand, the popular occupations that are 
the parents’ ambition i.e. medical doctor and engineer, which entrance to university 
programs is highly competitive. The parents would not be hesitated to pay for so called 
“good school” and extra classes after school or weekend to make sure that their children 
will achieve in university entrance.   

The characteristics of ideal “good” school for the author are: (1) qualified and capable 
teachers with good communication skills and good personality, (2) natural environment, 
(3) less than 10 kilometers away from home and within 20 minutes for travelling, (4) no 
academic at preschool level, (5) affordable tuition fee, (6) less than 25 students in one 
class and (7) having no extra class policy. Unfortunately normal Thai public schools have 
only few preferred characteristics i.e. free of charge, near home.  

Schooling in Thailand has a wide range of tuition fee starting from free education up to 
one million Baht or more per year. Why such big difference can happen? Public school is 
free and near to home but quality is another story i.e. teacher qualifications and teaching 
experiences, facilities, number of students per class, lunch, hygiene, length of class hours, 
social class. 

 

Thai parents are uncertain about the school quality and if they can afford, they are more 
than willing to pay for private schools with good reputation, especially international 
schools or bilingual schools which parents believe that their children will gain English 
language skills which are the required for higher education and working with good pay. 

 

2. Data and Research Methodology 

2.1 Data Sources and Data Collection 

Data are from both primary and secondary sources.  

Quantitative and qualitative data from secondary sources e.g. The Comptroller General’s 
Department and Ministry of Education is the main source for the national budget in 
education during 2008-2015. Top ten international schools, which are the most expensive 
international schools, are chosen as the representatives of 174 international schools in 
Thailand. List of international schools is found by using Google search. Details of all 
expenses at the top ten international schools are directly retrieved from each school 
website, as well as nine tutorial schools’ official websites. Nine tutorial schools, having 
254 branches, are the representatives of 1983 tutorial schools in Thailand. Thai 
outstanding scholar’s documented opinions are also included.  

Data from primary source is also included. The author interviewed some officers who are 
the branch manager and officers at an international language school, having 17 branches 
in Thailand (14 in Bangkok and 3 in up countries). The study mainly focuses on the 
education industry and business in which cost and pricing are attributed to describe the 
current scenario. Also the way the education is provided in both public and private 
schools, so called “factory model”. Tutorial schools are so popular for most students at all 
education levels. The question is where we are and is there any way to resolve the today 
issues? 

2.2 Quantitative and Qualitative Data Analysis 

Basic mathematics is used to translate numbers into meaningful figures. Findings from 
both primary and secondary data sources and input from the author are put together to 
reflect the current situations. 

 

3.  Discussion 

3.1 Costs for Thai Education Industry 

“All individuals shall have equal rights and opportunities to receive basic education 
provided by the State for the duration of at least 12 years. Such education, provided on a 
nationwide basis, shall be of quality and free of charge.” This is National Education Act 
B.E. 2542 (1999).  All children in Thailand, regardless of nationality, ethnicity, or 
registration status, are guaranteed a basic education under the Act.  

Free education policy available in public school, having poor quality, leads to less 
opportunity and poor development to students. The “free education” is not free indeed. 
About one thousand Baht is required for each semester plus other expenses such as 
transportation and food, which the poor cannot afford. As a result, poor students, which 
are more than 100,000 students per year, often drop school and work instead, creating 
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inequality in education and opportunity. If parents can afford, they will send children to 
good private schools instead (Panich, 2012).  

 

Table 1 – Annual budget for Ministry of Education 

 
Budget year Annual budget  

(Million Baht)* 
% of the National Budget 

Increased by 
(Million Baht) 

2558 (2015) 
2557 (2014) 
2556 (2013) 
2555 (2012) 
2554 (2011) 
2553 (2010) 
2552 (2009) 
2551 (2008) 

502,245.5000 
482,788.5859 
460,411.6488 
420,490.0326 
392,454.0378 
346,713.0930 
350,556.5912 
301,437.4000 

19.5 
19.12 
19.18 
17.7 
18.1 
20.4 
18 

18.2 

19,456.9100 
22,376.9371 
39,921.6162 
28,035.9948 
45,740.9448 
-38,434.9820 
49,119.1912 

NA 

*Source: The Comptroller General’s Department 

From Table 1, the budget for education is approximately 20% of the national budget. The 
education budget figure keeps increasing every year, except in 2010, and is the highest 
among other countries in ASEAN. From the World Economic Forum’s Global 
Competitiveness Report 2012-2013, education quality in Thailand is ranked the 8th after 
Singapore, Malaysia, Brunei Darussalam, the Philippines, Indonesia, Vietnam and 
Cambodia, in comparison with the educational expenditures of other countries, 
(especially developing countries): China 13%, Indonesia 8.1%, Malaysia 20%, Mexico 
24.3%, Philippines 17%, United Kingdom and France 11%. There must be underlying 
reasons e.g. poverty in rural area, corruption, quality of school administration and 
teachers, no efficiency of education administration, and short-term Minister of Education, 
or else.  

Prof. Dr. Vijarn Panich, the President of the Higher Education Commission, stated that 
most of the annual budget of Ministry of Education falls to the executives and personnel 
under the education system, not directly to students, with misconception that students 
would have received. Similar opinion to another scholar, “Thailand ranks second globally 
in money spent on “education” except it does not improve the quality of education.  The 
budget only lines the pockets of the administrators and pays the salaries of incompetent 
school teachers” (Unknown, 2013).  

“Due to budgetary limitations, rural schools are generally less well equipped than the 
schools in the cities. The standard of instruction, particularly for the English language, is 
much lower, and many high school students will commute 60–80 kilometers to schools in 
the nearest city” (Wikipedia). This statement implies that the huge budget hardly reach 
students in rural area and also inefficient administration of the Ministry of Education to 
allocate budget and spend properly. 

“The years from 2001 to 2006 showed some improvements in education, such as 
computers in the schools and an increase in the number of qualified native-speaker 
teachers for foreign languages. Experiments with restructuring the administrative regions 
for education or partly decentralizing the responsibility of education to the provinces were 
conducted. By 2008, however, little real change had been made, and many attempts to 
establish a clear form of university entrance qualification had also failed due to 

combinations of political interference, attempts to confer independence (or to remove it) 
on the universities, administrative errors, and inappropriate or mismatched syllabuses in 
the schools” (Wikipedia). So the huge budget for education is spent on purchasing new 
computers and hiring more qualified native speaker. The number of illiterate in the 
country is still very high.  

“There is also a no fail policy in Thailand and often in most schools a multiple choice 
marking. This can be for many reasons, such as there are just too many students in the 
classroom, and so teachers feel no choice but to employ multiple choices marking. But 
even in private schools this can be the case” (James, 2013).  
Education in Thailand will continue to produce students who feel too scared to speak, 
read and write English, because of the emphasis on grammar, little writing and reading 
and on rote learning. Games are also considered an essential part in the classroom even 
when they do not understand anything else. 

 

Table 2 – Education Statistics of Thai Public School in 2014 

 

Education Level Number of School Number of Student Number of Teacher Number of Classroom 

Primary School 28,470 4,722,763 288,098 278,718 

Secondary School 2,358 2,345,892 111,424 64,955 

Total 30,828 7,068,655 399,512 343,673 

Source: Ministry of Education (2014) 

 

From Table 2, the number of students in Thai public schools, primary and secondary 
schools, is 7,068,655 or 10.85% of country population, which is 65,124,716 (Government 
gazette, 2015). The ratios between number of students per teacher for primary school and 
secondary are 16 and 21 respectively. The ratio per class for primary school is 17 students 
per class in average and that for secondary school is 36. 

From business point of views, efficiency in using national budget really needs seriously 
improvement in terms of management and national budget utilization.  

Human resource is the most important factor for any development. Education is the 
process to add value to young population, so the expected output can be met. Degree 
paper is not but knowledge and ability to learn. For twenty first century, skills report 
proposes PBL (Project-based learning). Students should develop critical thinking, 
communication skills, negotiation skills and compromising skills (Panich, 2012). But 
Thai students are not taught to think for themselves so they have no critical thinking 
skills. This becomes an issue with the quality of free education. 

3.2 Unlimited Pricing for Education Business 

Entering AEC after this year end will encourage more parents to send their children to 
international schools.  In average, 3-5 international schools are newly opened each year. 

For the middle class up to wealthy families, they send their children to private schools at 
any cost that they can pay to gain better quality education e.g. proper number of students 
in a class, qualified and active teachers, adequate facilities (swimming pool, gymnasium, 
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etc.). There are plenty of choices that parents can pick up e.g. international schools, bi-
lingual schools.  

Low range for Thai private Thai school is 1,700-15,000 Baht per semester while mid-
range for Thai private school is around 15,000-40,000 Baht per semester and the high 
range is more than 40,000 Baht per semester. Some private Thai schools require parents’ 
donation range from 100,000 to 500,000 Baht per student. Some schools even consider 
the donation amount as the major criteria for application approval process. 

 

Table 3 - Fee Structure of Outstanding International Schools in Thailand 

 
No. School Name & Fee Structure Amount (Thai Baht) Remark 

1. Shrewsbury International School 
 Application fee 
 Deposit 
 Guaranteed place fee 
 Tuition fee 

 
5,000 

150,000 
175,000 

482,100 - 865,500 

 
non-refundable 

refundable 
non-refundable 

per annum 

2. International School Bangkok (ISB) 
 Application processing fee 
 Registration fee 
 Annual fee 
 Membership fee 
 Tuition fee 

 
4,500 

240,000 
20,000 

10 
457,000 - 830,000 

 
non-refundable 
non-refundable 
non-refundable 

 
per annum 

3 Harrow International School 
 Application fee 
 Admission fee 
 Deposit 
 Tuition fee 

 
5,000 

200,000 
125,000 

380,000 - 770,000 

 
non-refundable 
non-refundable 

refundable 
per annum 

4. New International School of Thailand 
 Application fee 
 Assessment fee  
 Registration fee 
 Campus development fee 

 
 Tuition fee 

 
6,000 
2,500 

265,000 
500,000 

or   5,000 
422,700 - 768,900 

 
non-refundable 
non-refundable 
non-refundable 

refundable 
non-refundable 

per annum 

5. Swiss School Bangkok 
 Entrance fee 
 Campus development fund  

or Registration fee 
 Membership per year 
 Tuition fee  

 
165,000 
200,000 

20,000 
10,000 

235,700 - 645,000 

 
non-refundable 

refundable 
non-refundable 

 
per annum 

No. School Name & Fee Structure Amount (Thai Baht) Remark 

6. Concordian International School 
 Application fee 
 Assessment fee 
 Entrance fee 
 Capital fund 

 
 Damage deposit 
 PTA membership per year 
 Tuition fee 

 
4,000 
3,000 

200,000 
300,000 

Or 30,000 
10,000 
1,000 

392,200 – 627,600 

 
non-refundable 
non-refundable 
non-refundable 

refundable 
non-refundable 

refundable 
 

per annum 

7. KIS 
 Application fee 
 Registration fee 
 Development fund 
 Annual development fee 
 Tuition fee 

 
5,000 

150,000 
150,000 

30,000 
295,500 - 622,000 

 
non-refundable 
non-refundable 

refundable 
non-refundable 

per annum 

8. Berkeley International School 
 Application fee 
 Registration fee 
 Book deposit 
 Tuition fee 
 ESL 

 
3,000 

200,000 
30,000 

378,000 - 611,000 
90,000 

 
non-refundable 
non-refundable 
non-refundable 

per annum 
per annum 

9. Ruamrudee International School 
 Registration fee 
 Campus development fund 
 Tuition fee 

 
200,000 
250,000 

389,000- 586,600 

 
non-refundable 

refundable 
per annum 

10. Bangkok Patana School 
 Application fee 
 Entrance fee 
 Capital assessment certificate 
 Deposit 
 Tuition fee 

 
4,000 

250,000 
700,000 

20,000 
378,100 - 545,000 

 
non-refundable 
non-refundable 

refundable 
refundable 
per annum 

Source: Official School Websites 

 

As of January 2015, the International Schools Consultancy (ISC) listed Thailand having 
174 international schools. Top international schools are chosen as the examples of fee 
structure such as application fee, entrance or registration fee, admission fee, deposit, and 
tuition fee, as shown in Table 3.  

One success factor for an international school is the English usage in daily life, depending 
on the proportion of Thai students and other nations in the school. Students in some 
international schools are mainly Thai. They speak Thai when socializing with friends. 
From the interview with the branch manager of a language school, the author found that 
some international school students need to take courses at language schools, to improve 
grammar skills and academic knowledge. The international school generally does not 
emphasize academic skills but balancing several different skills e.g. creativity, leadership, 
sport, art, music. The reality is that the fees that schools charge do play a part in 
determining the quality of education for a simple reason: more funds translate to a greater 
investment in the teachers, resources and facilities.  
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Fees at the different schools vary widely, often due to the initial available capital and the 
market position they seek to occupy. Not all schools begin on the low end. A good 
example of one that opened more recently with a higher tuition cost is Berkeley 
International School, which opened in 2010 but has already entered the top ten lists of 
most expensive schools. On the other hand, others seek to compete purely through a low-
cost strategy, including schools such as Modern International School, Glory International 
School and Crescent International School. Institutions such as these also cater toward a 
far more specific market as well, narrowing their ability to raise fees – and thus gain 
capital – as their competitors can do. 

 

Table 4 – Benefits for Teacher in International Schools 

 
Tiers  of 
School 

Low-tier schools Mid-tier schools 
Upper mid-tier and 

High-tier schools 

Hiring 
Teacher 

usually only hire locally 
hire both locally and 

internationally 

usually hire internationally, 
most often through 

employment fairs, but 
occasionally will hire locally 

Base 
salaries 

40,000 - 70,000 per 
month 

50,000 - 120,000 per month 100,000 - 200,000+ per month 

Benefits 

Few to none - basic 
insurance, small bonus, 
no flights, no housing 
allowance, no personal 
professional development 
fund, no relocation 
stipend, no retirement 
funds/plan 

Some - basic insurance, bonus, 
annual or biannual flights, either 
no housing allowance or a token 
amount, a staff-wide 
professional development fund 
and/or a small personal fund, 
sometimes a relocation stipend, 
pay for additional duties and/or 
responsibilities, may include 
basic retirement funds/plan 

 

Many - full insurance, 
including dental; large bonus, 
annual flights for teacher and 
dependents, generous housing 
allowance, large personal 
professional development fund, 
relocation stipend, pay for 
additional duties and/or 
responsibilities, matching 
retirement schemes 

 

Source: http://www.thaivisa.com/forum/topic/800429-international-schools-in-thailand-
an-inside-look/ 

 

From Table 4, information of benefits for international school teacher implies “You get 
what you paid for”. International schools may be the best education choice and seem to be 
the solution for parents to the education crisis in Thailand. Only issue is money, so only 
wealthy family can have that opportunity.  From Table 2, to apply any of these 13 
international schools, parents need to have at least 400,000-500,000 Baht to apply for a 
seat in a school. Huge amount of money is spent for education. If the amount of money 
which had been paid to international schools in Thailand, can be collected and calculated, 
the figure could be hundreds million Baht.  

The gap in Thai society is widened more, and more. Students in International Schools 
may speak fluent English whereas some students in rural area cannot even read Thai. 

3.3 Tutorial School 

Studying outside classroom at school may imply that education in school is not sufficient 
for students to be well prepared for the future. The question is that Ministry of Education 

has higher budget allocation every year, why the number of student in tutorial schools is 
not decreased at all (ThaiPublica, 2013). 

The Institute for the Promotion of Teaching Science and Technology (IPST) is a public 
organization who is responsible for the curriculum in mathematics and science subjects 
for all education levels. IPST organizes annual projects e.g. Thailand Educational 
Development and Evaluation Tests (TEDET), Genius Development in Math and Science 
Project, which a number of students attend the projects and if a student got prize or 
awarded, it can be used when applying to the school at higher level. Questions in these 
tests are not in books which students are studying, but higher levels and need complex 
solution. The author had seen questions in the tests and cannot figure out the benefits of 
putting questions at higher level to students. If students are not trained to solve the 
questions in those tests, the author does not think that nobody can pass. This can be one 
of reasons why tutorial school is needed. 

The author cannot see the development process except that students ‘families need to be 
ready in finance to support their children and to have such development in tutorial 
schools. How about the poor and the students who do not keen in mathematics and 
science? No chance.  

 

Table 5 – Income of Nine Tutorial Schools having Highest Number of Branch in 
Thailand 

 
Name of  

Tutorial School* 
Teaching Subject Areas 

No. of 
Branch 

Income/ 
Branch* 

Estimated Total  
Income / Semester 

     
1. Applied Physics Physics 27 1,669,960 45,088,920 
2. Davance Thai language, Social Studies 34 1,635,800 55,617,200 
3. Enconcept English 35 680,600 23,821,000 
4. The Brain Math, Science, Physics,  

Chemistry, Biology 
34 11,361,900 386,304,600 

5. Somsri English language 21 1,648,300 34,614,300 
6. JIA Math, Science, Physics, Chemistry, 

Biology, Thai lang., Social Studies, 
English and Foreign Languages 

39 45,466,910 1,773,209,490 

7. Wannasorn Chemistry 28 6,835,600 191,396,800 
8. Tutor English Language, Physics, 

Chemistry, Mathematics 
13 2,614,610 33,989,930 

9. RAC 26-month course 
Matayom 5 level to University level 

 
23 1,470,000 33,810,000 

Total 254 73,383,680 2,577,852,240 

*Source: ThaiPublica (2015)                  Unit: 
Thai Baht 

*Assuming that there are 30 students are per class. 

From Table 5, the total of estimated income per semester of the 10 tutorial schools is 
2,577,852,240 Thai Baht. The total number of tutorial schools in Thailand is 1,983; 487 
in Bangkok and 1,496 in upcountry (Prachachat, 2013). There are more than 20 language 
institutions with growing number of branch. 
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Today attending tutorial schools is a must for most students who want to get a seat in 
good schools or famous universities. Thaipublica (2015) reports that the listed tutorial 
school’s income is 20 million baht at minimum per semester. Most students from both 
Thai schools and international schools are attending tutorial schools which provide 
guidelines and methods to problems in examination by subject. In the old days, only 
students with poor study performance will need to attend tutorial school but today 
students with good grade also want to take courses with tutorial schools to get better 
scores. 

The Revenue Department allows tax free for the tutorial business because it is concerned 
that tax will push up the fee of extra tutorial classes (Prachachat, 2015). The figure in this 
business area is over 100,000 million Baht. For some tutorial classes, students need to 
apply in advance. Demand for tutorial schools is still high. Doing this business may be 
better than working in a company which salary starts at 15,000 Baht per month. But the 
end result to the country, students will never learn how to think or analyze. They get used 
to having someone (teachers at tutorial schools) telling them what and how to solve 
problems. 

3.4 Factory Model 

Thai free education is based on the factory model of education e.g. large size of students 
per class, buckets, assembly lines, age-based cohorts, whole class instruction, 
standardization, and so on. Toffler (1971) stated “… the whole idea of assembling 
masses of students (raw material) to be processed by teachers (workers) in a centrally 
located school (factory) was a stroke of industrial genius. The whole administrative 
hierarchy of education, as it grew up, followed the model of industrial bureaucracy. The 
very organization of knowledge into permanent disciplines was grounded on industrial 
assumptions. Children marched from place to place and sat in assigned stations. Bells 
rang to announce changes of time. ….. The inner life of the school thus became an  
anticipatory mirror, a perfect introduction to industrial society. The most criticized 
features of education today – the regimentation, lack of individualization, the rigid 
systems of seating, grouping, grading and marking, the authoritarian role of the teacher 
– are precisely those that made mass public education so effective an instrument of 
adaptation for its place and time…..”  
Until the lean production era during 1980-1985 (Heizer and Render, 2008), emerging of 
quality control (QC) and quality assurance (QA) have been introduced as quality 
measurements for production lines in factories and several standards such as ISO family 
standards had been introduced. Today QA has been used in education in similar way to 
that in factories. Teachers perceived as workers in factory model need to fill in a number 
of forms to report teaching plans of each subject in details at the beginning of each 
semester and evaluation forms to indicate the problems and solutions for each problem 
issue at the end of each semester. If any subject has not fulfilled the requirements, the 
evaluation committee will dismiss the curriculum. 

 

  

 

Figure 1 – Production in a Factory 

Source: http://hackeducation.com/2015/04/25/factory-model/ 

 

 

  

 

Figure 2 – Production in a Factory 

Source: http://hackeducation.com/2015/04/25/factory-model/ 

 

To minimize the cost, the factory model has been applied. There are some similarities 
between Figures 1 and 2. “The factory or industrial model of education reflects the idea 
that schools were originally built to train future factory workers during the industrial 
revolution. The belief was “the back door of the school lead to the front door of the 
factory, and students should only be taught the essential skills required to become a 
successful factory worker. Students were not placed into groups based on their abilities, 
but rather their chronological age. Many educators believe the education system is based 
on the factory model of education and limits the potential of many students. However, 
this system is difficult to shift and the introduction of technology has begun changing the 
entire education system” (Unknown).  
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5. Conclusion 

Education crisis in Thailand is not only huge budget which is not directly spent on 
students, and also huge amount payment to private schools which no government may 
control tuition fee, other expenses, and also payment conditions, which is non-negotiable, 
and also to those tutorial schools which parents are more than willing to pay to make their 
children being competitive and can have better scores in school or get in expected schools 
or universities. Large amount of money are invested in the form of free education and 
even more in education business i.e. private schools and tutorial schools. Still education 
quality has been not yet improved for years.  

If attending classes at tutorial schools are more effective than weekday schools, why not 
close down all weekday schools in Thailand and promote tutorial schools to replace 
them? And if the owner or management team of tutorial schools understands the 
curriculum and teaching techniques, why not let them replace the management team of 
Ministry of Education? 

Thailand needs qualified and capable teachers. Twenty years ago or even today, only 
students with poor grades will study Science of Education because of having no choice. 
So under qualified teachers in schools today is the result from the past. Thai Government 
or Ministry of Education needs to have long-term plan to handle this in the next 10-20 
years. Are they capable for doing so?  

To improve education quality in Thailand in long run, change management is needed for 
downsizing Ministry of Education i.e. (1) roles and responsibilities: less power and less 
personnel (means less budget), (2) attitude towards the modern education, and (3) 
proactive to the world change. Management team should be small and effective. For 
parents, they need to change attitude to the children, especially their future career which 
should be based on the children’s dream, not parents’. Lastly for mass media, they should 
provide proper and useful media for children. 

While waiting for actual changes which do not know when, new international schools and 
new tutorial schools can be invested to serve high demand in corporate with entering 
AEC at this year end. Customized education programs are needed more and more in 
replacement of factory education. One of the key success factors is the qualified and 
capable teacher and use technology to support, similar to the way tutorial schools run 
their business, to solve the shortage of qualified and capable teachers. 
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ABSTRACT 
This paper focuses on the internal control procedures implemented by the subdivisions’ 
homeowners’ associations in the City of Imus, Cavite, Philippines. Its main objective is to 
identify and assess the internal control applied by the homeowners’ associations as to 
their organization structure, accounting administration, cash and bank accounts, cash 
disbursements and accounts receivable. Evaluation of these internal controls is to be made 
to assess if the current practices of the organization needs to be improved. Information in 
connection with this research was gathered through distribution of survey questionnaires 
and accumulated data were then summarized through percentage method. The data 
revealed that the internal control practiced by the homeowners’ associations as to its 
organization structure is well established while the practices as to cash and bank accounts 
and cash disbursements needs to be improved. It is to be advised for the organizations to 
establish their own bank accounts to effectively manage its cash transactions and to 
strengthen the internal control applied with its receipts and disbursements. 
Keyword/s: Accounting, Internal Control, Homeowners’ Associations, Subdivisions, 
Imus, Cavite 
 

1. Introduction 
One of the basic human needs is to have a shelter which is needed by a person for 
warmth, privacy, safety and other needs. Majority of the Filipino people doesn’t have the 
ability to have their own house. Thus, they prefer to rent apartments or rooms that are 
affordable and within their allocated budget. These types of houses can usually be found 
in subdivisions. 
 
The Philippines is indeed rich in agricultural land that can be converted into commercial 
establishments. As our population continuously increases, the needs for houses 
proportionally increase. Thus, those idle lands are then converted by land owners and 
developers into residential houses in the forms of subdivisions. Nowadays, establishment 
of subdivisions are booming. Many people prefer to have their house in a subdivision. 
The houses in subdivisions can be considered affordable, offer safety to their residents, 
facilitate activities and give other benefits to their members. These activities and benefits 
from subdivisions are governed by an organization established by their members called 
the homeowners’ association. 
 
These associations establish their own policies and procedures of managing the 
subdivision. As an organization, they have the right to acquire their own properties, enter 
into contracts, and perform various activities for their homeowners. In order for the 
association to successfully execute their responsibilities, an effective internal control 
practices must be observed. These practices should contribute for the improvement, 
management and implementation of the associations’ organizational structure, accounting 
administration, assets and obligations administration, among others. Thus, this research 

aims to identify and assess the internal control practices used by several homeowners’ 
associations in the City of Imus, Cavite, Philippines. 
 

2. Statement of the Problem 
The researcher aims to obtain information about the following questions relating to the 
internal control practices of the homeowners’ association: 

1. What are the internal control practices implemented by homeowners’ association 
in terms of the following classifications: 

a. Organization Structure 
b. Accounting Administration 
c. Cash and Bank Accounts 
d. Cash Disbursements 
e. Accounts Receivable  

 
2. What internal control classification does the homeowners’ association needs to 

improve? 
 

3. Significance of the Study 
This study is essential for the benefit of the associations as well as its homeowners. 
Internal control, as defined in accounting and auditing, is a process for assuring 
achievement of an organization's objectives in operational effectiveness and efficiency, 
reliable financial reporting, and compliance with laws, regulations and policies. A broad 
concept, internal control involves everything that controls risks to an organization. 
(Sawyer, 2012) Thus, implementing a satisfactory internal control will enable the 
homeowners to effectively perform its duties and responsibilities. This will also help the 
association to avoid misappropriation of funds, proper accounting of receipts and 
disbursements, safeguarding of assets, and will facilitate good service to its members 
which is to be served by the association. 
 

4. Scope and Limitation 
There are indeed thousands of subdivisions established in the Philippines. This study only 
aims to measure the internal control practices implemented by the homeowners’ 
association within the vicinity of the City of Imus, Cavite, Philippines. The internal 
control practices to be identified in this research is classified into two; namely, general 
controls and specific controls. The general controls include the practices implemented in 
the associations’ organization structure and accounting administration. While for specific 
controls, the researcher will identify the internal control as to the associations’ cash and 
bank accounts, cash disbursements and accounts receivable.  The researcher believes that 
the information to be obtained in this research can be used not only by the subdivisions’ 
homeowners’ association but also by other organizations as well. 
 

5. Definition of Terms 
Association refers to the homeowners’ association which is a non-stock, nonprofit 
corporation registered with the Housing and Land Use Regulatory Board (HLURB), or 
one previously registered with the Home Insurance Guarantee Corporation (now Home 
Guaranty Corporation) or the Securities and Exchange Commission (SEC), organized by 
owners or purchasers of a lot in a subdivision/village or other residential real property 
located within the jurisdiction of the association; or awardees, usufructuaries, legal 
occupants and/or lessees of a housing unit and/or lot in a government socialized or 
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economic housing or relocation project and other urban estates; or underprivileged and 
homeless citizens as defined under existing laws in the process of being accredited as 
usufructuaries or awardees of ownership rights under the Community Mortgage Program 
(CMP), Land Tenure Assistance Program (LTAP) and other similar programs in relation 
to a socialized housing project actually being implemented by the national government or 
the local government unit. 
 
Association member refers to a homeowner who is a member of the association where 
his/her housing unit or lot is situated and those defined in the articles of incorporation and 
by-laws of the association. 
 
Board refers to the board of directors or trustees of the association which has primary 
authority to manage the affairs of the association. 
 
Homeowner refers to an owner or purchaser of a lot in a subdivision/village; an awardee, 
usufructuary, or legal occupant of a unit, house and/or lot in a government socialized or 
economic housing or relocation project and other urban estates; or an informal settler in 
the process of being accredited as beneficiary or awardee of ownership rights under the 
Community Mortgage Program (CMP), Land Tenure Assistance Program (LTAP), and 
other similar programs. 
 
Internal control is a systematic measures (such as reviews, checks and balances, methods 
and procedures) instituted by an organization to conduct its business in an orderly and 
efficient manner, safeguard its assets and resources, deter and detect errors, fraud, 
and theft, ensure accuracy and completeness of its accounting data, produce reliable and 
timely financial and management information, and ensure adherence to its policies and 
plans. 
 
Subdivision/Village refers to a tract or parcel of land partitioned into individual lots, with 
or without improvements thereon, primarily for residential purposes. 
 
 

6. Methodology 
6.1 Design of the Study 
The researcher used an evaluative and comparative method of research. This is a type of 
research wherein the different internal control practices implemented by the homeowners’ 
associations are identified and evaluated while being classified as to general and specific 
controls. After the identification, the researcher then assessed as to what area of internal 
control they need to improve, if any. This is the method used by the researcher for ease of 
conduct compared to other methodologies. 
 
6.2 Respondents 
The respondents of this study are limited only to those homeowners’ association of 
subdivisions located in the City of Imus, Cavite, Philippines. Specifically, the respondents 
are either representative of any officers of the homeowners’ association (i.e. president, 
vice-president, secretary, treasurer, etc.); or any members or employees of the 
homeowners (i.e. accountant, auditor, homeowner, etc.) that will be able to answer the 
questions regarding the internal control practices of the association. 
 

The researcher used the Slovin’s formula in obtaining the sample size or the number of 
respondents to be surveyed for this research. The method used by the researcher in 
choosing the subdivisions to be surveyed was based on convenience. Those subdivisions 
which seem to be near the residence of the researcher were surveyed and used as 
respondents. Out of 139 subdivisions, as reported by the Office of the City of Imus, only 
103 of them are used as samples. 
 
6.3 Instrument of the Study 
In conducting this research, the researcher used the survey-questionnaire approach of 
obtaining information about the internal control practices of the subdivisions’ 
homeowners’ association. The survey questionnaires were developed through the 
resources used via the internet. By the use of this, the researcher was able to identify the 
different practices implemented and assess the needs as to the associations’ internal 
control. Aside from using survey-questionnaire, the researcher also made use of other 
possible sources of information and data including the internet in gathering available 
theses, researches, articles, books, comments and other forms of related literature for this 
study. 
 
6.4 Treatment of Data 
Upon completion of the gathering of data, the information obtained was presented and 
interpreted by tallying the answers from the survey-questionnaires. All the information is 
presented through tables to summarize the results of the research. 
 

7. Presentation and Interpretation of Data 
The internal control practices to be evaluated are classified into two, namely: general 
controls and specific controls. General controls are those that have indirect impact on the 
accounting system. Their contribution is to provide an environment that is conducive to 
the protection of assets. Examples of general controls include controls implemented on 
organization structure and accounting administration. On the other hand, specific controls 
are those that relate to specific assets such as cash and receivables. These controls include 
those applied on the associations’ cash and bank accounts, cash disbursements and 
accounts receivables. The data gathered from the surveys were tabulated by ranking them 
after obtaining the percentage of frequency per indicators classified as to the 
specifications of internal control (i.e. general and specific). 
 
This research aims to identify the internal control implemented by the homeowners’ 
associations of different subdivisions within the City of Imus, Cavite, Philippines. Thus, 
the results will identify what internal controls are practiced by these organizations 
summarized as follows: 
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7.1 Results of Internal Control Applied as to Organization Structure 
 

INDICATORS f % RANK 
1 Are there records of retention policies and procedures? 93 90.29% 3 
2 Does the board clearly understand the duties, authority and 

responsibilities of each member? 
98 95.15% 1 

3 Are there written job descriptions for each member of the board? 90 87.38% 5 
4 Whenever there is a change of officers, is there an appropriate transfer of 

accountabilities and responsibilities? 
89 86.41% 7 

5 Does the board have a written manual of policies and procedures? 93 90.29% 3 
6 Is there a regular meeting of the board? 90 87.38% 5 
7 Does the board keep accurate minutes of board and of committee 

meetings? 
94 91.26% 2 

WEIGHTED AVERAGE  89.74%  
 
Table 7.1 summarizes the results of internal control applied by the associations as to their 
organization structure. It is evident that the board (i.e. board of directors/trustees of the 
association) clearly understands the duties, authority and responsibilities of each member, 
having an average of 95.15%. While 89 out of 103 respondents or an average of 86.41% 
answered that there is an appropriate transfer of accountabilities and responsibilities 
whenever there is a change of officers. The internal control applied as to the associations’ 
organization structure resulted to a weighted average of 89.74%. 
 
7.2 Results of Internal Control Applied as to Accounting Administration 
 

INDICATORS f % RANK 
1 Is there a general ledger account for each association line item? 82 79.61% 1 
2 Is there an accounting manual listing of items in each general ledger 

account? 
81 78.64% 2 

3 Does the board receive prompt financial reports at least quarterly? 76 73.79% 5 
4 Do you have your financial report audited externally? 78 75.73% 4 
5 Does the board regularly compare financial results to the budget review 

variations? 
80 77.67% 3 

WEIGHTED AVERAGE 
 

77.09% 
 

 
Table 7.2 summarizes the results of internal control applied by the associations as to their 
accounting administration. 79.61% of the respondents answered that they have a general 
ledger account for each of the associations’ accounts or line item in their annual report 
while only 73.79% of them answered that the board receive prompt financial reports at 
least quarterly. Overall, the internal control applied as to accounting administration 
obtained a weighted average of 77.09%. 
  

7.3 Results of Internal Control Applied as to Cash and Bank Accounts 
 

INDICATORS f % RANK 
1 Are bank and investment accounts in the name of the association? 30 29.13% 2 
2 Are bank signature cards current? 22 21.36% 9 
3 Are bank statements reconciled monthly by someone with no other 

cash receipts or disbursement functions? ("Other cash functions include 
making bank deposits, recording cash receipts, writing checks or 
approving payments?) 

28 27.18% 4 

4 Does the reconciler receive the bank statement unopened to prevent 
loss or alterations? 

24 23.30% 7 

5 Does the reconciler compare checks details with journal entries? 25 24.27% 6 
6 Does the reconciler examine check details for signature, alterations, or 

irregular endorsements? 
29 28.16% 3 

7 Does the reconciler compare bank dates if deposits with the cash 
receipts journal? 

28 27.18% 4 

8 Are long outstanding checks (over 90 days) reviewed for disposition? 20 19.42% 10 
9 Are bank reconciliations reviewed and approved by the board at least 

quarterly? 
23 22.33% 8 

10 Does the association maintain a petty cash fund? 65 63.11% 1 

WEIGHTED AVERAGE 
 

28.54% 
 

 
The internal control applied as to cash and bank accounts resulted to a weighted average 
of 28.54%. All of the indicators regarding this area of internal control obtained an average 
lower than 50% except from one. 63.11% of the respondents answered their homeowners’ 
association maintains a petty cash fund. 
 
7.4 Results of Internal Control Applied as to Cash Disbursements 
 

INDICATORS f % RANK 
1 Does the association use prenumbered checks issued in sequence? 29 28.16% 4 
2 Are checks prepared from a properly (initiated) approved invoice or 

request? 
25 24.27% 5 

3 Are invoices and bills checked for accuracy and pricing before 
payment is authorized? 

45 43.69% 2 

4 Are invoices checked for proper classification in the general ledger? 38 36.89% 3 
5 Do all checks require dual signatures, at least one of which is a board 

member? 
23 22.33% 7 

6 Do reserve checks and transfer between accounts require two board 
members or one board member and one officer's signature 
authorization? 

23 22.33% 7 

7 Does the signing board member check and cancel invoices or other 
documentation when signing? 

25 24.27% 5 

8 Is there a policy of never making checks payable to cash? 18 17.48% 9 
9 Is there a policy of never signing blank checks? And is it adhered to? 17 16.50% 10 

10 Signed checks do not "backtrack" to prepare to reduce possibility of 
alteration? 

13 12.62% 11 

11 Bills are paid timely to avoid charges and to take advantage of 
available discounts? 

68 66.02% 1 

WEIGHTED AVERAGE 
 

28.60% 
 

 
The results of the assessment of the internal control applied as to the associations’ cash 
disbursements are almost the same with that of the cash and bank accounts. It has 
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obtained a weighted average of 28.60%. Only 68 out of 103 or an average of 66.02% 
answered that the associations’ bills are paid on time to avoid penalties and charges, and 
at the same time, take advantage of the available discounts. 
 
7.4 Results of Internal Control Applied as to Accounts Receivable 
 

INDICATORS f % RANK 
1 Is the delinquency policy statement issued to all homeowners annually? 55 53.40% 3 
2 Are late charges levied against overdue accounts? 52 50.49% 4 
3 Are receivables aged to identify delinquent accounts and reviewed 

monthly? 
62 60.19% 2 

4 Are delinquent accounts pursued in a timely manner and according to 
policy statement? 

64 62.14% 1 

5 Is there a written collection policy and has it been sent to all homeowners? 52 50.49% 4 
6 Are cash receipts deposited intact, daily? 29 28.16% 6 

WEIGHTED AVERAGE 
 

50.81% 
 

 
Table 7.4 displays the results of the assessment made in the associations’ internal control 
applied as to their accounts receivable. 62.14% of the respondents give importance in 
following-up the delinquent accounts of the homeowners in a timely manner and in 
accordance to the associations’ policy. It is also to be observed that only 28.16% 
answered that the cash collected are deposited daily. In average, the internal control 
applied as to accounts receivable is 50.81%. 
 
7.5 Summary of Results 
 

CLASSIFICATION % RANK 
1 Organization Structure 89.74% 1 
2 Accounting Administration 77.09% 2 
3 Cash and Bank Accounts 28.54% 5 
4 Cash Disbursements 28.60% 4 
5 Accounts Receivable 50.81% 3 

 
In summary, the internal control applied as to the associations’ organization structure 
ranked 1st having a weighted average of 89.74 % followed by the accounting 
administration for 77.09%. The results for the assessment of internal control applied as to 
cash and bank accounts and cash disbursements are nearly similar having a weighted 
average of 28.54% and 28.60%, respectively.  
 

8. Summary of Findings 
This research is conducted to identify and evaluate the Internal Control Practices of 
Homeowners’ Associations in the City of Imus, Cavite, Philippines. The main objective 
of this research paper is to identify, assess and compare the different internal controls 
implemented by the associations as to its organization structure, accounting 
administration, cash and bank accounts, cash disbursements and accounts receivable. 
Also, this research aims to identify the areas, whether general or specific controls, where 
the association needs to focus and to improve the effectiveness of these controls and 
subsequently find ways on how to solve these types of weaknesses. 
 

The sample size is computed statistically using the Slovin’s Formula with the basis of the 
total number of subdivisions located in the City of Imus as reported by the City Office. 
The respondents from the sample size to be used are then chosen with the consideration 
of the convenience by the researcher in obtaining the information needed in conducting 
this research. The respondents surveyed might be any representative from the 
homeowners’ associations’ officers or any representative of the subdivision thereof that 
can answer the questions regarding the implementation of the internal control practices of 
the organization. The researcher used the survey-questionnaire as an instrument in 
gathering information regarding the research. 
 
The information gathered by the researcher in conducting this research is sufficient 
enough to arrive at a conclusion and achieve the main objective of this paper. It can be 
concluded that the internal control applied by the homeowners’ associations as to its 
organization structure is well established. On the other hand, the internal control as to its 
cash and bank accounts and cash disbursements needs improvement. 
 

9. Conclusion 
Based on the information and data gathered, the researcher arrived at the following 
conclusions as follows: 

1. It can be observed that the results pertaining to the level of internal control over 
the organization structure can be assessed as effectively implemented. This is 
because an organization cannot assume to be going concern if the basic foundation 
of the association itself doesn’t have a strong internal control. Thus, in order to at 
least do the other responsibilities of the association, it will be better to strengthen 
the foundation of the organization for the proper execution of other management’s 
duties and activities. Also, it can be concluded that almost all of the homeowners’ 
associations’ board clearly understand the duties, responsibilities and authority of 
its members. 

2. It can be seen that the internal control implemented over the associations’ 
accounting administration seems to do well. The obtained percentages of the 
indicators showed that the homeowners’ associations do maintain a general ledger 
account for each of their accounts. Proper maintenance and measurement of these 
accounts will be useless if these associations cannot communicate the results 
effectively. Majority of the associations seldom provide quarterly reports to their 
board. 

3. Upon the tabulation of the information gathered over the internal control 
implemented on the associations’ cash and bank accounts, it showed a significant 
change on its results when compared to the first two tabulations made. Majority of 
the homeowners’ associations, regarding with this classification, resulted from a 
low level of internal control. The researcher ended up with the conclusion that 
most of the associations do not have a bank account for them to deposit all of their 
collections. Thus, it would be impossible for them to practice these internal 
controls over their cash and bank accounts.  

4. The results pertaining to the internal control implemented for cash disbursements 
are almost the same with that of the cash and bank accounts. And because 
majority of the associations don’t maintain a bank account, they won’t be able to 
issue any checks. Thus, the internal control enumerated from the survey-
questionnaire would not be applicable to be practiced by the associations. The 
only difference is the last indicator pertaining to the timely payment of bills 
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charged to the association. It obtained an average of 66.02% which means that 
some associations are taking advantage of the available discounts and avoiding 
charges by making timely payments. 

5. The results for the internal control practiced as to the associations’ accounts 
receivable can be assessed as fairly implemented. The only issue that can be the 
focus of concern is the daily deposit of cash receipts. This result correlates with 
that of the cash and bank accounts and cash disbursements. Without an account 
with any bank, they cannot implement the daily deposit of their receipts. 

6. In summary, out of the five (5) areas of internal control to be assessed, the internal 
control as to their organization structure is to be considered as effectively 
implemented by the associations, followed by the accounting administration? The 
results tabulated for cash and bank accounts, and cash disbursements are almost 
indifferent. The internal control practiced by the associations as to these 
classifications are to be considered weak and needs to be improved. 
 

10. Recommendations 
In all due respect, the researcher, with the basis of data gathered and data interpreted, 
listed all recommendations that can help the associations’ officers, members, 
representative or any individual in improving the level of internal control implemented. 
These are as follows: 

1. The officers, board of directors, homeowners and other members responsible for 
the management of the association must continuously improve and develop the 
internal control applied in all areas of management. This can be achieved by 
having a thorough and systematic review or assessment of the entire association to 
identify existing problems and immediately formulate a solution. 

2. The association can conduct or attend seminars to its officers, board of directors, 
homeowners, and other members of the organization to increase their knowledge 
about the proper implementation of internal control within the association. 

3. As to their accounting administration, the associations must practice publishing 
reports not only to the board but to the other stakeholders (i.e. members, 
homeowners, etc.) as well. By this, transparency among the organization can be 
observed. 

4. To strengthen the internal control applied to the associations’ cash and bank 
accounts, and cash disbursements, they can establish a bank account to safeguard 
their cash and cash equivalents. Cash is the most liquid asset that an organization 
can have, thus, the risk involved is somehow high. 
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Abstract 

This paper investigates whether currency depreciation in Nigeria has resulted in currency 
substitution away from the Nigerian Naira ₦ (NGN). By conducting cointegration test we 
have tested for a long-run relationship between M1, real income, nominal interest rate and 
nominal effective exchange rate over the period 1980 to 2013. Empirical results suggest that 
depreciation of the Naira has resulted in a decline in holding of M1 indicating the presence of 
currency substitution in Nigeria.  

JEL Code: E41, F31, C22 
Keywords: Currency substitution, Cointegration, Nigeria. 

 

1. Introduction 

Advanced and emerging countries currency substitution is a phenomenon extensively 

observed and showing a change from national currency to foreign currencies. The concept of 

currency substitution is important especially for developing countries because of the extent of 

currency substitution is highly related with underdeveloped financial markets and high and 

volatile inflation rates. For the country periods of high and variable inflation, currency 

substitution is understood as safety prudence and its extent is decided by the level of financial 

development.  

Currency substitution has important association with the financing government deficit, 

macroeconomic performance of country, determining an convenient foreign exchange regime 

and guide the monetary policy. Currency substitution, forcing to the decline in domestic 

money demand, could cause an economic depression and hence worsen the economic crisis 

(Bahmani-Oskooee and Techaratanachai, 2001). Afterward currency substitution, an increase 

in the size of foreign currency deposits conducts to a decrease in the amount of credits in 

 

 

domestic currency forcing domestic private agents to borrow in foreign currencies. This 

increases the currency and default risks of firms making them more defenseless to speculative 

activities. Additionally, borrowing in foreign currency conducts to an increase in the domestic 

currency value of foreign currency debt burden in the face of devaluation. This creates an 

increase in the demand for foreign currency and one by one, may result in a downward spiral 

in the price of domestic currency (Hausmann, 1999). These will of course damp down the 

macroeconomic stability in the country (Ortiz, 1983; Prock et. al, 2003). Currency 

substitution could also result as an increase in budget deficits, since seigniorage income is the 

main source of income for the governments particularly in hyperinflation countries. In this 

situation, this loss of income is not recoup by increasing tax rate or reducing government 

expenditures, currency substitution may cause an increase the rate of inflation in the future 

(Fisher, 1983). 

Again for conducting effective monetary and exchange rate policies currency substitution also 

have important implications. Currency substitution makes monetary targeting more difficult 

and restricts the capability of central bank to run an independent monetary policy by 

disrupting stability of the domestic currency demand. This will increase the fluctuation of the 

exchange rate and decrease the impact of fiscal policy instruments (Miles, 1978; Boyer and 

Kingston, 1987; Bergstrand and Bundt, 1990).  

There are many empirical literatures about currency substitution worldwide. Some of them 

are given below.  In their study on Thailand, Bahmani-Oskooee and Techaratanachai (2001) 

analyzed if the devaluation of Thai Baht caused currency replacement of the above mentioned 

currency. They figured out that devaluation of Thai Baht resulted in the drop of the Thai Baht 

in Thailand by applying cointegration perspective. Neanidis and Savva (2009)  have analyzed 

the instigators of financial dollarization in adjustment of economies from a short-run 

perspective. They  researched the operators of short term variations in dollarization and 

examined their relevance at various stages of dollarization by applying the aggregrate 

monthly data of deposit and loan dollarization.  

Basso et al ( 2011), studied the outcome of why individuals and organizations save and 

borrow in foreign currency  in several economies? Elaborating on the subject matter, 

differences in interest rate and availabiliy of foreign funds were allowed by the framework to 

elucidate the method of asset substitution or financial dollarization.  
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 Samreth (2011) analyzed whether cambodia is in a hysterical state of currency substitution. 

Bouyon (2009) analyzed the degree as to whether the demand of foreign currency by private 

agents and the authorities implementing monetary policy have effect on the process of 

currency substitution.  

Prock et al (2003) studied if currency substitution was caused by currency depreciation in 

some latin American countries (namely Argentina, Brazil and Mexico. They discovered the 

occurrence of currency substation to a significant length in Argentina and Brazil by applying 

vector error correction model (VEC). Akçay et al (1997) studied the effects of currency 

substitution on exchange rate fluctuations in Turkey. They discovered that exchange rate 

fluctuations rises with the extent of currency substitution and also found traces of currency 

substitution. Selcuk (1994) studied the fluctuations of currency substitution. Due to the 

downturn of real exchange rate people inclined to substituting domestic currency with foreign 

currencies as shown by impulse responses of dynamics. 

Study of the credibility of currency substitution in African case is fascinating. Adom et al 

(2009) intend to study the existence of currency substitution in eight African countries. Their 

research studies existence of currency substitution in eight African countries - Egypt, 

Morocco, Nigeria, Ghana, Kenya, South Africa, Tunisia and Zambia from 1976 to 2005 by 

applying regional and US dollar as anchor currencies.   

Elkhafif`s (2003) research investigates Egypt and South Africa’s  dynamic of currency 

substitution. The causal relationships of this phenomenon was assessed in the study. Between 

the two countries the major currency substitution related differences are three in number. 

Namely: (1) the orientation of economic policy, (2) the degree and level of CS, and (3) the 

trend of CS. Throughout the duration of study which was from 1991-2001 the exhange rate of 

Egpyt served as its anchor for economic programme    

Yinusad and Akinlo`s(2008) research examines the presence of currency substitution between 

1986-2005 and tries to determine its degree in Nigeria. Multi-perspective unrestricted 

portfolio balance model was the study. Model of the domestic currency was formed from the 

stock of foreign currency deposits in Nigeria and the ratio of deposits denominated in foreign 

currency in the domestic banking system.  Currency substitution in the national banking 

system of Nigeria was discorvered as shown in the study.  The fluctuation of exchange rate 

most particularly the market exhange rate were the causes of this process.  Throughout the 

period of study, the research pointed out that Nigeria has a Moderatley dollarised economy 

 

 

due to the fact currency substitutionwas low during the period. Consequently,in Nigeria 

substitute option were adopted to abate currency substitution.  Macroeconomic policies that 

enhance periods of low inflation and exchange rate stability is most significant policy that 

may perhaps facilitate the alleviation or diminishing of the currency substitution caused by 

the Nigerians demeanor towards wealth distribution. Alternatives to holding money such as 

development of domestic financial markets with appropriate infrastructural amenities and the 

development of new financial tools are vey important.    

Akinlo and Awolowo`s (2003) examines whether currency substitution was caused by 

currency depreciation in Nigeria. In his study he tried to tackle the issue of whether or 

notcurrency currency substitution was caused by fall in currency. By applying cointegration 

technique, increase in public holding of money is caused by depreciation of domestic 

currency. Therefore, currency substitution was not caused by depreciation in domestic 

currency.   

The remainder of this paper is structured as follows. Analytical framework and econometric 

methodology used in the empirical analysis of currency substitution is provided in section 

two. The data used in the empirical analysis and presented the results is introduced in section 

three. Section four is conclusion.  

 

2. Analytical framework and econometric methodology 

In this paper the money demand function was estimated in the empirical analysis using the 

Bahmani-Oskooee’s (1996) and Arango and Nadiri (1981) model which is given below: 

 

ttttt eneerdIcYbaM  logloglog1log  (1) 

 

Where, the real money stocks are M1, the real income is Y, the nominal domestic interest rate 

is I, and neer is the nominal effective exchange rate. 

The income elasticity of b is anticipated to be positive while the interest elasticity of c 

is anticipated to be negative in equation (1). Arango and Nadiri (1981) proclaimed that the 

rise in the domestic currency value of foreign assets held by domestic individual is caused by 

a depreciation of the domestic currency (or appreciation of the foreign currency). This may 
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lead to increase in the demand for domestic balances if the increase is understood to be an 

increase in wealth. Currency substitution could also be defined using the connection between 

exchange rates and money demand. In regard to the currency substitution literature, the 

anticipation in depreciation of exchange rate leads to the increase in the expected return of 

foreign currency, and decrease in the demand of domestic currency (because individuals 

exchange or alternate foreign money with domestic money). Thus, the estimate of d should be 

positive if depreciation of the Nigerian naira reflected by a decrease in effective exchange rate 

induces a decline in money holdings by domestic residents. 

 

3.  Methodology 

 An essential prerequisite for testing for a long-run correlation between variables is that 

these variables are I(1), i.e., stationary in first differences. Hence, Augmented Dickey-Fuller 

(ADF) test was used which is the classical unit root test (see Dickey and Fuller, 1981; Said 

and Dickey, 1984). That the unit root exists in the time series is a null hypothesis on which 

the ADF test is based upon.  

 We can proceed to test for a long-run correlation between the series once it is 

established that series are I(1). The series are cointegrated if such a relationship exists. The 

two co-integration techniques devised by Johansen and Juselius (JJ) (1990) were used to test 

the co-integration. 

The number of co-integrating vectors was determined by two tests in the JJ method 

which are (r): the maximum eigenvalue test and the trace test. According to the trace test, the 

number of co-integrating vectors is less than or equal to r is assumed to be the null 

hypothesis, where r is 0, 1, or 2. In each case, the null hypothesis is tested against a general 

alternative. The null hypothesis r = 0 is tested against the alternative that r = 1, r = 1 against 

the alternative r = 2, etc in the maximum eigenvalue test 

 

4. Data and Empirical Results 

4.1. Data 

 World Bank electronic data delivery systems are where the data have been taken from. 

The sample period is from 1980 to 2013 using the annually time series data. 

 

 

In order to obtain real money, supply the country’s nominal M1 is deflated by its CPI. 

The real money stock is M1. In order to obtain real GDP, Nominal GDP is deflated by CPI. 

The real the gross domestic product (GDP) is Y.  The nominal domestic interest rate is interest 

rate (I).  neer is nominal effective exchange rate defined as units of foreign currency per unit 

of the Nigerian Nairas. We take logarithmic form of all the data series. 

4.2.  Empirical Results 

 In order to establish univariate properties of the series used in this paper, we first 

conducted unit root tests in levels and first differences. Table 1 presents the result. The 

hypothesis of a unit root in level series cannot be discarded at the 5% level of confidence as 

stipulated by the outcome of the test, signifying that the variables are not level stationary. The 

ADF statistics for the four variables imply first-difference stationary as shown in Table 1. 

Table 1: Unit Root Test Results 
 

 Level 

 

First Difference 

 
 Series 

 

    

M1 -0.935(1) -2.281(1) -3.553(0)* -4.531(4) 

Y -2.873(1) -0.602(0) -4.404(0)* -6.092(0)* 

I -2.718(1) -2.526(1) -6.518(1)* -6.730(1)* 

near -1.096(1) -2.854(1) -3.847(0)* -3.847(0)* 

1% level 

5% level 

10% level 

 

-3.646342 

-2.954021 

-2.615817 

-4.273277 

-3.557759 

-3.212361 

 

-3.653730 

-2.957110 

-2.617434 

-4.284580 

-3.562882 

-3.215267 

 

Note: The t statistics refer to the ADF tests. The subscripts μ and τ indicates the models that 
allow for a drift term and both a drift and a deterministic trend, respectively. Asterisk (*), 
shows significance at 5% level. Figures in parentheses indicate the lag length.  

 

After determining the stationery of the data, to determine any possible long run 

correlation between the variables, Johansen multivariate cointegration tests were used. It 

involves testing the number of co-integrating vectors.  

Let us first indicate the significant order of lags (p) of the vector auto regression 

(VAR) model before approaching co-integration tests. By using the Schwarz Bayesian 



The 5th Business, Economics and Communications International Conference, 2015 

63

 

 

In order to obtain real money, supply the country’s nominal M1 is deflated by its CPI. 

The real money stock is M1. In order to obtain real GDP, Nominal GDP is deflated by CPI. 

The real the gross domestic product (GDP) is Y.  The nominal domestic interest rate is interest 

rate (I).  neer is nominal effective exchange rate defined as units of foreign currency per unit 

of the Nigerian Nairas. We take logarithmic form of all the data series. 

4.2.  Empirical Results 

 In order to establish univariate properties of the series used in this paper, we first 

conducted unit root tests in levels and first differences. Table 1 presents the result. The 

hypothesis of a unit root in level series cannot be discarded at the 5% level of confidence as 

stipulated by the outcome of the test, signifying that the variables are not level stationary. The 

ADF statistics for the four variables imply first-difference stationary as shown in Table 1. 

Table 1: Unit Root Test Results 
 

 Level 

 

First Difference 

 
 Series 

 

    

M1 -0.935(1) -2.281(1) -3.553(0)* -4.531(4) 

Y -2.873(1) -0.602(0) -4.404(0)* -6.092(0)* 

I -2.718(1) -2.526(1) -6.518(1)* -6.730(1)* 

near -1.096(1) -2.854(1) -3.847(0)* -3.847(0)* 

1% level 

5% level 

10% level 

 

-3.646342 

-2.954021 

-2.615817 

-4.273277 

-3.557759 

-3.212361 

 

-3.653730 

-2.957110 

-2.617434 

-4.284580 

-3.562882 

-3.215267 

 

Note: The t statistics refer to the ADF tests. The subscripts μ and τ indicates the models that 
allow for a drift term and both a drift and a deterministic trend, respectively. Asterisk (*), 
shows significance at 5% level. Figures in parentheses indicate the lag length.  

 

After determining the stationery of the data, to determine any possible long run 

correlation between the variables, Johansen multivariate cointegration tests were used. It 

involves testing the number of co-integrating vectors.  

Let us first indicate the significant order of lags (p) of the vector auto regression 

(VAR) model before approaching co-integration tests. By using the Schwarz Bayesian 
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Criterion (SBC) Lag order was determined. Lag in VAR model is 1 for the model.  The 

outcomes acquired from the JJ method are unveiled in Table 2 below.  

 

Table 2 Johansen-Juselius Maximum Likelihood Cointegration Tests 

 

Trace Test Maximum Eigenvalue Test 

Null 

 

 

r = 0 

r ≤ 1 

r ≤ 2 

r ≤ 3 

Alternative 

 

 

r ≥ 1 

r ≥ 2 

r ≥ 3 

r ≥ 4 

Statistic 

 

 

   69.181* 

 27.315 

 10.335 
0.837 

95 % Critical 
Value 

 

 47.856 

 29.797 

 15.494 

 3.841 

Null 

 

 

r = 0 

r ≤ 1 

r ≤ 2 

r ≤ 3 

Alternative 

 

 

r = 1 

r = 2 

r = 3 

r = 4 

Statistic 

 

 

41.866* 

 16.979 

 9.498 

 0.837 

95 % 
Critical 
Value 

 27.584 

 21.131 

 14.264 

 3.841 

Notes:  

1) we have employed SBC  criterion in the determination of lag length in the VAR model.  

2) Asterisks (*) denotes statistical significance at 5%. r stands for the number of co-
integrating vectors. 

 

By either using the maximum eigenvalue or the trace statistic, the null hypothesis of 

no co-integration, i.e., r=0 can be rejected. They are both greater than their critical value. The 

null of r=1 can not be rejected in favor of r=2. Therefore, in the model, only one co-

integrating vector exists. Hence, the proposition that in Nigeria there is a stable long-run 

correlation between the variables is supported by our annual data from 1980 to 2013. 

 

Table 3  Estimates of Long-Run Co-integrating Relationship 

 

Dependent variable Y i NEER 

M1 1.443 (0.202) 3.464 (0.411) 1.388 (0.181) 

 

Note: Figures in parentheses indicate the standard error of coefficients.  

 

Table 3 demonstrates long-run co-integrating relationship. For the model, interest rate and 

income elasticity are positive. As the Nigerian Naira depreciates, public holding of M1 

 

 

declines as indicated by the nominal effective exchange rate which carries a positive 

coefficient. There are two competing forces speculating the effect of devaluation on money 

demand as we revealed above. In the initial one, the increase in the wealth of people and 

demand for domestic currency increase is as a result of depreciation of the domestic currency. 

In the subsequent, People hold a small amount of domestic currency in order to be protected 

from depreciation by substituting foreign currency for domestic currency. For this rationale, 

the latter force is stronger than the former leading to the decline in domestic money holdings 

as shown by the positive sign on nominal effective exchange rate. 

 

Conclusion 

In this study the effect of depreciation on currency substitution in Nigeria was examined. 

Over the period of 1980 to 2013, by performing co-integration test the long-run correlation 

between M1, real income, nominal interest rate and nominal effective exchange rate was 

tested. An increase in income and interest rate increased the demand for money as indicated 

by empirical results. Depreciation of the Naira has resulted in a decline in holding of M1 

signifying the existence of currency substitution in Nigeria as vindicated by empirical results. 
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Abstract

The objective of this paper is to examine the impact of human resource management (HRM) practices of on

employee  job  performance with  the  aim  of  identifying  key  determinants  of  successful  human  resource

management. Three functional areas which associated with the effective human resource management practices

has been examined  comprises of recruitment, training and retention strategy and employees’ job performance.

The study is carried at Linaco Manufacturing (M) Sdn Bhd, a small and medium enterprise (SME) at Johor. This

study examined the factors affecting the job performance of employees of the companies. Three functional areas

associated with the effectiveness  of  human resource management  practices  of  small  and medium enterprise

(SME)  were  examined  comprising  of  recruitment,  training  and  retention  strategy  and  employees’  job

performance.  The  statistical  application  used  are  the  descriptive  analysis,  Pearson  correlation,  and multiple

regression. Cronbach alpha statistic was used to analyze the reliability of the instrument used in this study.

Resulted from the analyzed data, all hypotheses are accepted. From the employees’ perception survey, training is

the highest contributor to employee’s job performance, followed by retention strategies and recruitment.  The

finding found that there is  relationship between recruitment training and retention strategy and employees’ job

performance.  Result  of  the  multiple  regression  analysis  showed  that  HRM practices  contributed  24.5% to

employees’ job  performance.   Thus,  it  can  be  concluded  that  effective  human  resources  practices  lead  to

employees’ job performance. This study can facilitate Linaco as well as other small medium enterprises(SMEs)

to appropriately consider  that  recruitment,  training and  retention  strategy practices  can  generate  higher  job

performance of the employees. For the employees, adoption of this practices can lead to higher productivity,

increased morale, lower absenteeism and most importantly, lower turnover.

Keywords: Human resource management practices, employee’s job performance, Cronbach alpha statistic,  

Page 1 of 17



The 5th Business, Economics and Communications International Conference, 2015 

69

1. Introduction

        Established in 1992, Linaco Manufacturing (M) Sdn Bhd is a private limited company principally involved 

in the manufacture of coconut milk, desiccated coconut, coconut cream and coconut powder and other related 

products. These products are used in food industries and domestic cooking. The company is located in Lot 5261, 

Kampung Kelicap, 83200 Senggarang, Batu Pahat in the state of Johor, on the southern part of the Peninsular 

Malaysia. Coconuts, the main raw materials for the process, are obtained through local suppliers. The finished 

products are partly 60% exported overseas while the balance is sold in the country. The company income is 

mainly derived from the sale of the manufactured products. In the year 2014 the company managed to achieve a 

total income of RM15 millions. This qualifies the company to be recognized as one of the prominent small 

medium enterprise (SME) in the country within the similar product sector. This study focuses on the impact of 

effective human resource management (HRM) practices on employee job performance. The way an organization 

manages people can influence its performance. Organizations can adopt various HRM practices to enhance 

employee job performance and motivate them to work harder towards achieving the set targets. An effective 

human resource management practices can be the main factor for the success of a firm (Stavrou-Costea , 2005) 

The influence of human resource management practices on organizational performance has been a significant 

area of research in past 25 years indicating positive relationship between Human Resource Management 

practices and organizational performance (Qureshi et al., 2007). Scholars and researchers have been actively 

exploring how HRM practices affect employee job performance, and organizational performance.

2. Literature review

    SMEs face unique challenges that stem largely from their size. SMEs may be small, but nevertheless they

are vital to Malaysia’s economy. In Malaysia, the Small and Medium Enterprises (SMEs) in the manufacturing

sector are defined as the SME with sales turnover not exceeding RM50 million and/or full-time employees not

exceeding 200 workers. While  in the services and other sectors, the  sales turnover should not exceed RM20

million and/or  the full-time employees should not exceed 75 workers  (Bank Negara Malaysia,  2013).While

economies  of  scale  permit  larger  organizations  to  employ a  team of  specialist  to  address  the  complexities

involved in managing HRM programs, , there has been very little attention given to the role of human resource

management  practices  of  SMEs in  bringing  about  the  sustainability of  the  business.  Yogeesvaran (2005)
documented  a  serious  problem in  the  majority  of  the  SME firms  he  surveyed  in  Malaysia  and
supported  the  notion  most  of  SMEs  failed  to  achieve  their  objectives  due  to  lack  of  human  resource

capabilities as reported by past studies like Chee, (1986) and Hashim and Osman, (2003). Other reasons were

probably  because  there  was  little  invention,  lack  of  skill  or  know-how  workers,  lack  of  human  resource

development,  and  lack  of  skill  and  knowledge  (Saleh  &  Ndubisi,  2006),  and  difficulties  in  developing

sustainable human resource systems and policies (Barber et al.,  1999; Cardon & Stevens, 2004). A research

conducted  by Adnan,  Abdullah and Ahmad (2011)  indicated  that  HRM practices  did have some effects  on

Malaysian firm bottom line performance. Islam and Siengthai (2010) found that most of the core processes of

human resource management, namely, recruitment, performance appraisal, training and development, as well as

rewards  and  compensations  have  a  momentous  and  positive  impact  on  firm  performance. Due  to  these

limitations,  both scholars and researchers have been putting thier efforts and minds in exploring how HRM

practices affected employee job performance, and organizational performance

2.1 Recruitment

Recruitment is responsible for getting the right personnel, with proper skills, in the right place and at the

right time. Such condition is imperative if an organization is to live up to the challenge. Wright, Dunford & Snell

research in 2001 cited in Grobler& Diedericks (2009) stated that  competencies are not static,  however,  and

companies need to continually develop new capabilities and competencies as the environment within which they

operate changes.  Such capabilities  have been referred to  as dynamic capabilities.  Before employees can be

recruited, recruiters must have some clear ideas regarding the activities and responsibilities required in the job

being filled (Stoner et al.,1995).  The recruitment procedure is such that the HRM is responsible for hiring staff.

Recruitment is particularly concerned with job description, hiring specifications and position description (Stoner

et al.,1995). Organizations are looking for methods to assist in making successful choices when recruiting new

candidates. Recruiting can provide a large pool of applicants and selection practices can influence the quality and

type of skills that new employees possess. According to Bolman and Deal (2003), strong companies are clear
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about the kind of people they want. As the company grows rapidly and is in the process of hiring more people,

the successful implementation of a recruitment package is paramount. If the company is to succeed, the right

people have to be hired for the right positions. 

Gallagher et al.(2003) on the other hand notes that it is critical that a successful recruitment package be

created to assist with this next phase of hiring. "Hiring drives your corporate culture. From the foregoing, it is

clear that successful recruitment is critical to the future success of the HRM; therefore, it is essential that a

recruitment process be designed to support the company’s mission and objectives. How an organization handles

the ramifications of growth is one of the more important factors in its long-term survival (Gallagher, 2003). It is

critical that the HRM has an intimate understanding of which jobs are needed as well as a detailed and accurate

description of  the  job functions.  Before  employees can be  recruited,  recruiters  must  have some clear  ideas

regarding the activities and responsibilities required in the job to be filled. One that has been done and analyzed,

a written statement of content and location is incorporated into the organization chart. This statement is called

either a job description or position description (Stoner et al.,1995). Sources of recruitment are diverse and are

depended on the availability of the right kind of people in the labor pool and the nature of the job.

2.2 Training

Research on training and HRM practices has been studied extensively among manufacturing and small &

medium enterprises. These theoretical and empirical studies have generally focused on HRM practices within

western organizations. Relatively few studies have been done about the impact of HRM practices of training on

firm performance in Asian countries (Zheng, Morrison and O’Neill, 2006). Employee training has been a matter

of concern and attention by any business field nowadays. Training can be used to correct the skill deficit. It is

also job specific and addresses particular performance deficits or problems. A fundamental objective of training

is the elimination or improvement of performance problems. To be successful, a training program must have

clear stated and realistic goals (David et al., 2010).These goals will guide the program’s content and determine

the criteria by which its effectiveness will be judged. Training can also assist in developing human  capital. Also,

human  resource  practices  can  influence  employee  motivation  by  linking  performance  with  incentives

(Huselid,1995), Zheng, Morrison and O’Neill (2006). Guest (2002) has demonstrated that the impact of HRM on

job performance depends upon response of worker towards HRM practices, so the impact will move in direction

of the perception of employees by practicing HRM. Ghebregiorgis & Karstan (2007) said that the perception of

the employees  provide  broader  evaluation  of  HRM systems.  He also evaluated  a  positive  picture  of  HRM

practices including training strategy. Qureshi et al. (2007) concluded that training are positively correlated with

employee’s job performance. Patterson et al. (1997) has explained that HR practices in training effects the job

performance of the employee provided appropriate skills.  Studies suggest that many training and development

activities are implemented on blind faith with only the hope that they will yield resist (Arthur, Bennett, Edens &

Bell, 2003). According to Broad and Newstrom (1992), seldom are training programs rigorously evaluated to

determine their effect on the behavior or job performance of participants. Therefore, it is important to explore

methods  to  encourage  transfer  of  learning  in  order  to  achieve  greater  training  impact  on  human  resource

practices. Mayfield (2011) suggested that training effectiveness is a good predictor of employee training. This

association suggests that when employees have been trained in a training program, the training effectiveness is

likely to be followed by job behavior (Pelham, 2009). Previous studies also suggest that demographic variables

such as age, degree held, and experience were related to training impact in some studies (Devins, Johnson and

Sutherland, 2010) The focus of previous work has been on the relationships between training effectiveness and

employees’ demographic variables. 

2.3 Retention Strategy

Research on retention strategy has  been  studied extensively among manufacturing and  small  & medium

enterprises. These theoretical and empirical studies have generally focused on retention strategy within western

organizations. Relatively few studies have been done about the impact of HRM practices of retention strategy on

firm performance in Asian countries (Zheng, Morrison & O’Neill, 2006). Many researchers have pointed out that

retention strategy has  given impact  on the outcomes such as  employee satisfaction, employee commitment,

employee retention, and employee loyalty (Edger & Geare, 2005). Some of the authors have indicated that these

outcomes can lead to firm performance such as profits, market value of the company, market share, increase in

sales, productivity, product service quality, customer satisfaction, development of products/services and future

investments. Careful investment in human resources entails the acquisition, management and maintenance of a

talented workforce in an organization. Organizations should therefore maintain their workforce in employment to
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minimize on cost. This maintenance of employees in an organization is termed as retention. Turnover on the

other hand refers to a phenomenon where an organization fails to retain its employees or loses its employees to

other organizations. When retention rates are low, extra time and money are spent on recruiting, selecting, and

training new employees that could have been spent on other activities like performance improvement or career

development  of  employees  (Abbasi,  2000).  Additionally,  organizations  may  experience  a  decrease  in

performance, efficiency, and morale, and an increase in the disorder of social networks, group cohesion, and

communication (Sightler, 1999). A substantial amount of value could potentially end up being employed by a

competitor, or become the competition”. Hinkin (2000) determined that the most costly element of employee

turnover, representing 60 percent, is that of lost productivity. Employees on the other hand have a role to play as

far as retention strategy or turnover is concerned. Most organizations have taken measures to ensure that their

team of employees is retained in the organization. Since the mid-1990s, scholarly research investigations have

been focusing not only on determining why employees leave organizations but  also concentrating on those

factors positively influencing employees to stay (Hoisch, 2001). Because most people spend a considerable part

of their lives working in organizations, it is important to understand fully how human resource management

practices can be managed effectively. To be effective, a HRM must be capable of organizing human resources

practices in a manner designed to ensure the achievement of the goals of the firm. To conform to the retention

strategy planning, the functions of work-life balance, reward and recognition, career development opportunities,

and leadership styles are the core issues to be nurtured for the HRM’s strategic retention strategy.

3. Methodology

3.1 Research’s hypothesis 

    Referring to past studies on related topic, the hypothesis for this research are developed as follows;- 

H1: There is a relationship between recruitment and employee job performance

H2: There is a relationship between training and employee job performance

H3: There is a relationship between retention strategy and employee job performance

H4: There is an impact of effective human resource management practices on employee job performance.

3.2 Research Design

    This face-to face survey is conducted at Linaco Manufacturing (M) Sdn Bhd to the responsible respondents

from all the production units.  The company’s HR Management was first consulted for their approval for the

survey exercise. A set of questionnaires is distributed with the support of the company management to these

employees. Initially the questionnaire was formulated to determine the staff perception. Each set contains short

graded questions that can be answered within 15 minutes as part of company condition for the study approval. 

3.3 Research Framework

    The research framework for this study involved 2 main variables consists of independent variables and

dependent  variable.  Independent  variables  consist  of  recruitment,  training  and  retention strategy and  the

dependent variables consist of employee job performance.

3.4 Population and sampling techniques 
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    The total population of production workers of Linaco Manufacturing (M) Sdn Bhd consists of 103 workers

who are working in the respective 4 sections of production units. The sections involved were Canning Section,

Packaging Section, Kernel Section and Coconut Milk Sections. Out from 103 workers, only 85 respondents

were selected or  (82.52%)  from the total production workers by using random sampling. According to Hair

and Bush (2003), target population is said to be a specified group of people or object for which questions can

be asked or observed made to develop required data structures and information.  The percentage of response

rate in extremely important in a survey because it indicates how much bias there might be in the final sample

of respondents. The lower response rate, the greater the likelihood that such biases may distort the findings and

in turn, limits the ability to generalize the findings to the population of interest. A response rate of about 50% is

generally considered adequate for survey research, 60% is considered a good return rate, and 70% is very good

(Babbie, 1995).

3.5 Instruments and measurement

    There are 4 instruments that are used in this research consists of recruitment, training and retention strategy

and job performance. Attitude measurement is a questionnaire designed to measure attitudes by producing a

score from some form of summing the elements in the scale and the researchers use a scored or gradients

response scale of 1-to-5 rating. 

3.6 Data collection methods 

    For the purpose of this study, a structured questionnaire consisting of 44 questions was designed to collect 

data. In this study, the researcher’s aplication to conduct the study was approved by the Top Management of 

Linaco, then the staffs from the HR Department distributed the sets of questionnaire to the selected 

respondents. The respondents were given a period of 2 weeks to return back the questionnaire forms to the 

researcher.
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4. Data Analysis and Results

    It can be seen from Table 1 that 43 (50.6%) of the respondents were male and 42 (49.40%) of the respondents

were female. 57 (67.10%) education level of the respondents were O-level, 20 (23.50%) were certificate holders,

4 (4.70%) were diploma holders and 4 (4.70%) of them were degree holders. From this table, out from the 85

respondents,  24  (28.20%)  of  them aged  between18-25,  30  (35.30%)  aged  between26-30,  9  (10.60%)  aged

between31-35, 14 (16.50%) aged between36-40, 4(4.70%) aged between 41-45, and 4(4.70%) aged above 50.

The average age of the respondent is relatively young with 63 (74.11 %) of the respondents were below 35 years

old. Table 1 also shows that 19 (22.40%) of them were employed less than 1 year,  34 (40.00%) employed

between 1-2 years, 19 (22.40%) employed 3-5 years, 6 (7.10%) employed between 6-10 years and 7 (8.20%)

employed more than 10 years. It can also be seen that there is quite a high employee turnover rate as indicated by

53(62.40%) of the respondents having served the company of less than three years despite the fact that the

company has been operating for more than ten years. As can be seen on Table 1, the distribution of respondents’

salary. Out from the 85 respondents, 27 (31.80%) of them were paid less than RM900 per month, 33 (38.80%)

paid RM900-1249 per month, 20 (23.50%) paid between RM1250 to RM1499 per month, and only 5 (5.90%)

paid more than RM1500 per month. The survey revealed that the average salary of the respondents is relatively

low whereby 60 (70.60%) of them receive RM1249 or less. 

     Table 1. Respondents Demographic Analysis.

 Frequency Percent
Gender

    Male 43 50.6

    Female 42 49.54

Education

    O-Level    

    Certificate

    Diploma

    Degree

57

20

4

4

67.1

23.5

4.7

4.7

Age

    18-25

    26-30

    31-35

    36-60

    41-45

   50 above

24

30

9

14

4

4

28.2

35.3

10.6

16.5

4.7

4.7

Employ period

    Less 1 year

    1-2

    3-5

    6-10

    More 10 yrs

19

34

19

6

7

22.4

40

22.4

7.1

8.1

Salary

    Less RM900

    RM900-RM1249

    RM1250-RM1499

    RM1500 above

27

33

20

5

85

31.8

38.8

23.5

5.9

100
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4.1 Reliability Test

    Table 2 shows that Cronbach’s alpha for recruitment instrument is α=.538, Cronbach’s alpha for training is

a=.741 as shows at Table 3.  Table 4 shows that  Cronbach’s alpha for retention strategy is a=.778,  and, the

Cronbach alpha for Job Performance instrument is α=.811, and therefore all are acceptable for the purpose of

analysis (Sekaran, 2005).

                                       Table 2: Cronbach’s Reliability; Recruitment

Cronbach's Alpha N of Items

.538 4

                                       Table 3: Cronbach’s Reliability; Training

Cronbach's Alpha N of Items

.741 11

                                        Table 4: Cronbach’s Reliability; Retention strategy

Cronbach's Alpha N of Items

.778 12

         Table 5: Cronbach’s Reliability of Job Performance

Cronbach's Alpha N of Items

.811 23

4.2 Mean Score for Recruitment, Training, Retention Strategy, and Job Performance

 

    Table 3 shows that the mean score for recruitment is 3.4834, is the mean score for training is 3.2459, and the

mean score for retention strategy is 2.7990. The survey revealed that the mean score for all HRM practices of

recruitment, training, and retention strategy were relatively moderate based on the indicator above.

                                                 Table 3: Mean statistics of recruitment, training, retention strategy and job performance

MeanRC MeanT MeanRT

N
Valid

85 85 85

Missing 0 0 0

Mean 3.4834 3.2459 2.7990

4.3 Mean Score for Job Performance Level

    As shows on Table 4, the mean score for job performance is 3.6784, and based on the indicator this score is

relatively moderate.

                                                                            Table 4: Mean statistics job performance level

MeanJP

N
Valid 85

Missing 0

Mean 3.6784

4.4 Relationship Between HRM Practices and Job performance 
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    Pearson Correlation Statistic was used to test the relationship between the 3 HRM practices of recruitment,

training and retention strategy  and  job performance . Result of the analysis in Table 5 shows a moderate and

significant correlation between recruitment (r=.346), training (r=.341) and  retention strategy (r=.297) and job

performance. Thus, hypothesis 1, hypothesis 2 and hypothesis 3 are all accepted.

Table 5 : Correlation between HRM practices and job performance

Recruit Training2 Retention2 Performance2

Recruit

Pearson Correlation 1 .188 .319** .346**

Sig. (2-tailed) .085 .003 .001

N 85 85 85 85

Training2

Pearson Correlation .188 1 .000 .341**

Sig. (2-tailed) .085 .998 .001

N 85 85 85 85

Retention2

Pearson Correlation .319** .000 1 .297**

Sig. (2-tailed) .003 .998 .006

N 85 85 85 85

Performance2

Pearson Correlation .346** .341** .297** 1

Sig. (2-tailed) .001 .001 .006

N 85 85 85 85

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

4.5 The Impact of Recruitment, Training and Retention Strategy on Employees’ Job Performance.

Multiple regression analysis was used to examine the impact of the three HRM practices (recruitment, training

and retention strategy ) on employees’ job performance. Result of the multiple regression analysis in  Table 6

shows that HRM practices contributed 24.5% to employees’ job performance.  Thus, it can be concluded that

effective  human  resources  practices  lead  to  employees’ job  performance.  Therefore,  hypothesis  H4  is  also

accepted.

Table 6: The impact of recruitment, training and retention strategy  on employees’ job performance

Model R R Square Adjusted R Square Std. Error of the Estimate

1 .495a .245 .217 2.67999
a Predictors: (Constant), Retention2, Training2, Recruit

4.6 Anova results

    According to the table, F statistic (8.763) as shows in Table 7 revealed a positive and significant correlation

between all three HRM practices (recruitment, training and retention strategy ) on employees job performance.

 Table 7: ANOVAa   ( Significant correlation between recruitment, training and retention strategy  on employees job performance.

Model Sum of Squares df Mean Square F Sig.

1

Regression 188.817 3 62.939 8.763 .000b

Residual 581.771 81 7.182

Total 770.588 84
a. Dependent Variable: Job Performance

b. Predictors: (Constant), retention startegy, Training2, Recruit

4.7 Coefficient results

Table  8  shows about  Beta  coefficient  of  recruitment,  training and  retention strategy.  The result  shows that

training is the highest contributor to employee’s job performance based on the perception survey of β=  0.300,

followed by retention strategy of β=  0.228, and followed by recruitment of β=  . 217. Therefore, if the company

increase one unit of training, employee job performance will increase to 0.3 unit. If the company increase one

unit of retention strategy, the  employee job performance will increase to 0.20 unit, and if the company increase

one unit of recruitment , job performance will increase to .21 unit.

                

Table 8: Coefficientsa
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Model Unstandardized Coefficients Standardized

Coefficients

t Sig.

B Std. Error Beta

1

(Constant) 11.609 7.448 1.559 .123

Recruit .276 .132 .217 2.084 .040

Training2 .348 .114 .300 3.050 .003

Retention2 .219 .098 .228 2.231 .028

a. Dependent Variable: Performance2

5. Discussion

5.1 Employees’ perceptions in regards to human practices at Linaco Manufacturing (M) Sdn Bhd.

   The finding shows that the employees perceived the human resource practices as practiced by Linaco as 

moderate. From the survey, the employees on one hand expects much better efforts to improve their job 

performances and they are aware with the strength and weakness of the function of Linaco’s HRM practices. It is

no doubt that the human resource practices adopted by Linaco is of a moderate quality, which helped the 

company to reach where it stands now and may continue its contribution to Linaco in future. But in the small 

medium enterprises (SME), developments in different areas taking place continually and it is no exception for 

human resource management practices. With the changing world, the perceptions of the employees are also 

changing. Now they look at a job from different dimensions. Across the time their demands get a diversified 

shape. As indicated, the employees’ perceptions will change on some particular things they are getting from the 

company. Thus, if the company fail to identify those aspects of thinking expectations, it can be said that the 

company have failed to bring adequate adjustments in their retention strategy, it may cause a fall to the functions 

related to human resource practices which are directly related with their satisfaction. Human resource practices is

considered as a key factor for managing attitude of the employees and has given a great influence on the level of 

employee’s job performance. Practically human resource management practices are used for managing employee

and maintaining employment relations in organizations. 

5.2 The Relationship between Recruitment and employees’ job performance 

    The results of this study shows that there is a significant relationship between recruitment with employees’ job

performance. This finding is consistent with studies conducted by Jackson &Schuler (1987) which also found 

significant relationship between effective recruitment and employee job performance and job satisfaction. This 

means that effective recruitment practices lead to employee satisfaction and job performance. From this study, it 

is apparent that the manpower of  all the departments of Linaco must be staffed and properly selected so that the 

available skills and abilities are equated with the various tasks in the production units. Therefore, the area of 

recruitment is becoming more important and is growing rapidly in which no doubts the production units of 

Linaco should carefully consider as a matter of priority. In the study, it has been revealed that recruitment 

methods is related with the employee job performance as it will help the HR Department reflect and revise on 

policies of recruitment. It is now apparent that innovative of recruitment practices is necessary to enable Linaco 

to remain competitive and provide efficient services. It is evident from this research that to address this problem, 

Linaco introduces a moderate recruitment method as perceived by respondents. According to some researchers 

and scholars, numerous benefits can be derived from these practices, not only for the company, but also for the 

employees as well as.  Stoner et al. (1995) stressed in their conclusion that before employees can be recruited, 

recruiters must have some clear ideas regarding the activities and responsibilities required in the job being filled 

and recruitment is particularly concerned with job description, hiring specifications and position description. As 

for the employees, the implementation of these practices can lead to higher productivity, increased morale, lower

absenteeism and most importantly, lower turnover. 

5.3 The impact of recruitment on employees’ job performance.

Chand & Katou (2007) demonstrated that  recruitment,  part  of  HRM system is strongly correlated with the

profitability and suggests that management of the organization must focus on these HRM practices (recruitment)

resulting in a improved organizational profit and employee job perfromance. Stewart & Carson (1997) suggested

that recruitment practices of the organization must be consistent and coherent with HRM functions like human

resource development, pay, benefits and business strategy of the organization. Zhu et al, (2002) stated that the

recruiting is something which cannot be done lonely,  involvement of HR specialist  and line management is
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essential  to  complete it.  The study on the  impact  of  recruitment  on employees’ job performance at  Linaco

revealed that the employers tend to have high expectations concerning employee job performance by

continuously  monitoring  the  job  performance  of  the  employees  through  various  performance

management  activities  as  earlier  mentioned  by Dessler  (2011).  According  to  Zhu  et  al.  (2002)  line

managers could help to achieve a better fit between job and the candidate by selecting the required candidate for

positions in respective departments. Marques (2007) involvement of HR department in hiring process helps to

enhance knowledge of the workforce and required skills. It is also helpful for the identification of upgrading skill

requirement of the employees. By such involvement, good communication seems to have synergy effect and

helps to unify the Linaco’s workforce. As a result of this communication, negotiations happen in more positive

atmosphere which has an ultimate effect on the quality within the workforce at Linaco.

5.4 The Relationship between training  and employees’ job performance 

    Many respondents spoke highly of the trainings; they thought the trainings are helpful, well planned in long-

term view and well implemented. The findings showed that majority of respondents indicated that training was

useful in improving their skills, efficiency, effectiveness and their level of knowledge: subsequently affecting

their overall performance on the job. From the survey the respondents also considered trainings encourages them

to  perform  better  in  their  work  fields. Result  from  the  surveys  shows  that  there  is  a  significant  positive

relationship between training and job performance. Thus, the higher efforts of Linaco to improve the employees

knowledge  about  their  job  and  related  work  skills,  subsequently  may  reduce  the  poor  employees’  job

performance of the organization. This is relevant with the statement made by Saleh & Ndubisi (2006) and

Aris (2007), that lack of right skills may affect the ability of the employees to deliver the expected

standard of job performance. In doing so, employees are able to learn new work concepts, refresh their skills,

improve their work attitude and boost productivity (Cole, 2002). 

5.5  The impact of training on employees’ job performance.

    The study on the impact of employees’ job performance at Linaco revealed that the employers tend to have

high  expectations  concerning  employee  job  performance  by  continuously  monitoring  the  job

performance  of  the  employees  through  various  performance  management  activities  as  earlier

mentioned by Dessler (2011). Thus, having a workforce that is well equipped with the right skills and

is well prepared will ensure that business will not lose out due to the lack of ability to compete both

nationally and internationally (Tomaka, 2001).  The intention of this area is to build a pool of successors and

talented employees who would be effective and efficient in their workstations. The implication of this is that the

skills/ competencies of employees need to be updated regularly to meet the new challenges facing Linaco. To

achieve this, training and development programs must be aligned with the future goals of Linaco Manufacturing

(M) Sdn Bhd. This will help achieve the right focus for the training and development efforts. It is important that

Linaco provides training and development which is allied to its strategic imperatives.

5.6 The relationship between retention strategy and job performance

    Results of the survey conducted at Linaco attributed a high turnover rate as indicated by 53(62.40%) of the

respondents having served the company of less than three years although the company has been operating for

more than ten years.  This  ratios demonstrate the constraints  of  Linaco’s  HR Department  when it  comes to

providing career advancement and promotion opportunities. The study conducted at Linaco is similiar with Moss

et al, (2008) that an extensive study of organizatations in the US over a period of seven years and found that

whilst most organization with relatively flat structures in order to minimize cost, as they developed and strove to

retain a motivated  workforce and their  structures  evolved to  include several  hierarchical  layers,  with some

almost doubling the number of layers (Moss et al, 2008). This has created more opportunities for growth for

valued employees and ultimately reduced turnover. In order to ensure that the HR Department of Linaco retains

employment in the organization, it is necessary for Linaco to review the research investigations made by the

scholars in the mid-1990s, scholarly research investigations have been focusing not only on determining why

employees leave organizations but also concentrating on those factors positively influencing employees to stay

(Hoisch, 2001). Thus, it is necessary for human resource department of Linaco to effectively handle all issues in

relating to retaining the diverse workforce and re-formulate and re-implement the new HR policies that will

guide the HR management and the employees to support the vision and mission objectives Linaco.
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5.7 The impact of retention strategy on employees’ job performance

     Careful investment in human resources entails the acquisition, management and maintenance of a talented

workforce in an organization. Linaco should therefore maintain their workforce in employment to minimize on

cost. When retention rates are low, extra time and money are spent on recruiting, selecting, and training new

employees that could have been spent on other activities like performance improvement or career development

of employees (Abbasi, 2000). Additionally, organizations may experience a decrease in performance, efficiency,

and morale, and an increase in the disorder of social networks, group cohesion, and communication (Sightler,

1999).  A substantial  amount  of  value  could  potentially  end  up  employed  by a  competitor,  or  become the

competition”. Hinkin (2000) determined that the most costly element of employee turnover,  representing 60

percent, is that of lost productivity. Employees on the other hand have a role to play as far as retention strategy or

turnover is concerned. Most organizations have taken measures to ensure that their team of employees is retained

in the  organization.  Since  the mid-1990s,  scholarly research  investigations have been  focusing not  only on

determining why employees leave organizations but also concentrating on those factors positively influencing

employees to stay (Hoisch, 2001). The study on the impact of retention strategy on employees’ job performance

at Linaco revealed that the employers tend to have high expectations concerning employee job performance by

continuously  monitoring  the  job  performance  of  the  employees  through  various  performance  management

activities as earlier mentioned by Dessler (2011). Thus, having the right workforce with good retention strategy

lead towards improving employees’ job performance.

5.8 The level of employee’s job performance

The success of any organization mainly depends on its employees` level of employee’s job performance. The

firms, whose employees are performing in its  full  efficiency level,  are working as comparative advantages.

Employees of an organization play the key role for performing better and better. Human resources management

practice is  the key tool to improve the level  of employees’ job performance.  According to Caliskan (2010)

competitive advantage of an organization can be achieved by the HR practices.  It  is assumed that  retention

strategy has  a significant  and  positive relation with the  performance level  of  employees.  Organizations are

improving retention strategy systems to ensure optimum level of employees` performance in order to achieve its

profits. Datta et al. (2003) mentioned that there is a highly positive correlation between the level of employees`

performance with HR practices and firm efficiency. From the literature review stated earlier in this study, lots of

researchers  have identified  several  HRM strategy’s  organizing practices  that  considerably talk into level  of

employee’s job performance. One of them is Pfeffer (1994) and he identified that better level of performance can

be achieved through sixteen HRM-related activities. Seven human resource practices that are directly correlated

to level of performance have been identified by Delery and Doty (1996). Several researchers have opined that

better  level  of  employee  job  performance  can  be  achieved  through a  mixed  HRM practices  than  those  of

individual practices (Arthur, 1994; Baron and Greenberg, 2003; Huselid, 1995; MacDuffie, 1995). So it can be

said, a useful service of those specific practices consequences in high performance from corner to corner all

nature of organizations. Several researchers opined that performance evaluation has a strong positive relationship

with the level employee job performance (Baloch et al., 2010; Becker and Huselid, 1997) and when an employee

is evaluated as excellent means he is performing strongly and when an employee is ranked as poor rated means

he is performing weakly. 

5.9  Implication of the Studies

    There are many challenges that  employees have to face due to the dynamism of the workplace,  and to

maintain their job performance is rather difficult . Thus, the issues of lack of recruitment practices,   inadequate

training, and lack of retention strategy, as highlighted by Sherman et al. (2006), need to be nurtured to hinder the

poor  job  performance.  Since  the  coefficient  result  of  this  study  identified  that  training  is  as  the  highest

contributor to employee’s job performance The implication of this is that the skills/competencies of employees

of Linaco need to  be updated regularly to  meet  the new challenges facing the companies.  To achieve this,

training and development programs must be aligned with the future goals of the company. This will help achieve

the right focus for the training and development efforts. 

5.10  lmplications on Cost
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    From the literature review, research on HRM practices has been studied extensively among manufacturing and

small &medium enterprises and relatively few studies have been done on the impact of HRM practices on firm

performance in Asian countries  as mentioned by Zheng, Morrison and O’Neill ( 2006) .The HRM practices of

Linaco can be more important determinant to contribute a much larger production output. It is necesary for

Linaco to recruiting the right skill for the job and retain a motivated, loyal and skilled workforce in order to

minimize cost.  Recruiting people who are wrong for the organization can lead to increased labour turnover,

increased costs for the organization (Acas, 2012).Since turnover reduces the overall organisation’s efficiency and

productivity , the high annual turnover rates about 17% on the year of 2003 and 16% on the year of 2004 which

reported by the Malaysian Employers Federation annual surveys (MEF, 2004, 2005). From the survey, the annual

average  turnover  rate  in  manufacturing  and  non-manufacturing  industry  consists  of  18.84%  and  22.44%

respectively. Shamsuddin says this amount to additional costs for employers as they have to recruit new staff to

replace those who leave (Goh, 2012). 

5.11  lmplications on Knowledge And Skills

    Human resource practices are the primary means by which firms can influence and shape the skills, attitudes,

and behaviour of individuals to do their work and thus achieve organizational goals (Clark et al., 2003). HR

practices are designed to improve the knowledge,  skills,  and abilities of employees;  boost  their motivation;

minimize or eliminate loitering on the job; and enhance the retention of valuable employees. Further, a study by

MacDuffie(1995)  provides  support  for  such  arguments  as  they  found  that  bundles  of  HR  practices  were

significantly related to workers’ productivity and firm financial performance. Huselid’s (1995) approach also

involved the combination of HRM practices, combining a number of practices into ‘High Performance Works

Systems’  Training  environment  that  includes:  training  facilities,  site  layout,  sound  lighting,  hardware

environment, classroom climate, student involvement of the soft environment. Therefore,  only the training of

managers  and trainers  work together  to create a better  learning atmosphere and environment.  According to

(Martin, 2010) training environment have an effect on training effectiveness on human resource practices among

employees. Training facilitates the updating of skills and lead to increase commitment, well – being, and sense of

belonging, thus directly strengthening the organization’s competitiveness (Acton and Golden, 2002).Training has

the distinct role in the achievement of an organizational goal by incorporating the interests of organization and

the workforce (Stone, 2002). Thus, it implies that quality and effective training implementation is required to

improve the employees’ job performance. 

5.12  Implications on Employees’ Motivation

    Since the average age of the respondent is relatively young with (74.11 %) of the respondents were below 35

years old, the HRM at Linaco must  have a better understanding on the impact of massive size of  “Gen Y” in

Linaco. Since they spending power inside the production sections, the HRM of Linaco needs to reconsider their

impact for the long term of company’s business. Effective human resource management is critical for every

firm’s success. Peters and Waterman (1982) believe that management is the difference between successful and

unsuccessful business organizations, thus What the HR Manager needs to understand about Gen Y besides the

well-known fact is that the most technically literate and technologically savvy generation. Gen-Y, who are seen

as confident, independent, ambitious and achievement-oriented, when they enter the workforce, they have high

expectations of their employers, and seek out new challenges. This generation is team-players, family-centric

and willing to trade high pay for fewer billable hours, flexible schedules and a better work-life balance. In

reaching  out  to  Gen  Y,  the  HR Manager  must  know how to  connect  with  them and  understand  that  this

generation has different ways of their pursuing value. The HR manager need to convince the Top Management of

Linaco about  the requirement  to have a better  understanding of  the Gen Y and plan out  their  recruitment

strategy, job scope and human resource policies differently. 

5.13 Implications on Human Resource Management Practices

    This study is relevant with the citation as mentioned by many researchers  as pointed out by them human

resource management practices on employee job performance has significant impact on the outcomes such as

employee satisfaction, employee commitment, employee retention strategy,  and employee loyalty (Paauwe &

Richardson, 1997 and Storey, 1989). Some of the authors have indicated that these outcomes and HRM practices

can lead to firm performance such as profits, market value of the company, market share,  increase in sales,

productivity,  product  service  quality,  customer  satisfaction,  development  of  products/services  and  future

investments. Human resource practices play an important role to provide a quality of employee  job performance

(Horwitz & Neville, 1996). 
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6. Conclusion

    Based on the above discussion and implications it can be concluded that effective HRM strategies lead to

improving employees’ job performance. The rationale of this study is to examine the relationship between the

HRM practices (recruitment, training, retention strategy in the production units of Linaco. All hypotheses are

accepted. The HRM practices and employee job performance has positive and significant relationship in this

study. These results are in accordance with the scholars’ previous study. The regression results show that HRM

practices: recruitment, training and retention strategy are significant. 

Employees are the key players for the organization and SMEs’ development thus the HR Department of Linaco

should reexamine their present HRM practices. A lucrative recruitment methods, providing suitable trainings and

and implementing a proper retention strategy motivate employees quicker than others. It accelerates employees

job performance in the long run. As pressure exists in the rising economy of Malaysia, the company should

adjust salaries and others financial incentives of the employees time to time. Besides that, HR Department. of

Linaco  should  consider  HRM  practices  like  performance  evaluation  and  promotion  practices.  For  smooth

operation of various production activities, these three HRM practices need to be maintained accurately. This

study can facilitate Linaco as well as others small medium enterprises(SMEs) to appropriately describe that

HRM practices can generate higher job performance of the employees.  For the employees, adoption of these

practices  can lead  to  higher  productivity,  increased  morale,  lower absenteeism and most  importantly,  lower

turnover.

    There is no doubt that  there have been major changes in the world of work and those who work in it.

Companies worldwide are often faced with three generations of employees (viz baby boomers, generation X's

and generation Y's), each with their own  particular set of demands (Brown, 2009). Therefore, the function of

human resources management practices are becoming more important and is growing rapidly with no doubts that

the company should carefully consider as  a matter  of priority.  Gen Y plays an important role in the future

development of Linaco. Because of more work experience and better education, Gen Y workers are more mobile,

move easily from one employer to another if they are unhappy with the work. To retain these workers, the HR

manager  need  to  recruit  the  potential  candidates  according  to  the  company’s  required  competencies  and

knowledge. With the collaboration from all of the head of the departments, the HR manager need to do a better

job  in  training  and  career  development  opportunities  as  apart  of  company’s  retention  strategy  in  order  to

continuously  monitoring  the  job  performance  of  the  employees  through  various  performance

management activities. To mitigate the challenges faced by the small medium enterprises(SMEs) in Malaysia,

it can be concluded that the SMEs should seriously consider expanding and enforcing the use of sound human

resource  management  practices  across  all  its  departments  as  numerous  benefits  accrue  to  the  Ministry,  the

employees and the larger community it is mandated to service.
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ABSTRACTS 
This article is a review of the relevant literatures to confirm supply chain management 

factors that affect the competitiveness of the retail business in Thailand, objective is to evaluate the 
performance of the supply chain by using the performance measurement of supply chain according to 
the supply chain operation reference model (SCOR Model) that will effect a competitive advantage in 
the competition. A review of the documents and Literatures showed enhanced performance of the 
supply chain that affect the increases of business’s competitive advantage. In this study, is a study of 
the model of Supply Chain Operations Reference: SCOR Model. A SCOR Model is a framework for 
the study to measured the performance of the supply chain. It comprises five features and performance 
benchmark is reliability , responsiveness, flexibility , cost and asset management. The study founded 
that the supply chain operations are affect the competitive advantage in 4 dimensions ; the advantage of 
price, the advantage of value, the advantage of innovative and the advantage of the quick response.   
 
Keywords: 1) The supply chain operations reference model. 2) Supply chain performance 3) The 
competitive advantage 4) Competitiveness 5) Thai’s Retail Business  
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INTRODUCTION 
At present, the retail industry is vital to the economy of the country as an intermediary in 

driving the household’s spending. And is a major industry with high employment (Suchinda 
Jearmsipong, 2011), the growth rate of retail businesses in every sector is growing steadily (Thai 
Retailers Association, 2014) make the conditions of competition in this business more seriously and to 
make the business survive in the conditions of intense competition, businesses need to build 
competitive advantage over competitors in the industry (Utterback, 1994). Under the globalization, 
highly technology and changing consumer behavior, businesses can be survive has to focus on creating 
a competitive advantage with the new technologies apsorbtion and business strategies intregration used 
in the business operation. As the goal to reduce the production costs, shorten the lead time and lower 
inventory levels to make the company profitable. At the same time, it wants to improve the quality of 
products and services (Quality Improvement) to meet the needs of customers (Demand 
Responsiveness). For these reasons, the maximum capacity of the supply chain is very important to the 
business. 

Supply chain and Supply Chain Management: Supply Chain is a concept that stems from the 
nature of the business focused on building relationships with businesses that are involved in 
cooperation, for mutual benefit of every parties concerned in the long term (Ganeshan et. al. ,1995). 
Currently, the process of supply chain management is a critical process that will bring the advantages 
of  the cost production and operation, and make a difference in the speed of service to meet the rapidly 
changing of needs. The supply chain performance evaluation framework was developed to assess the 
performance of the main event, each activity in the supply chain based on the concept of supply chain 
operations reference model called SCOR Model (Gunasekaran, 2004) to assess the performance of the 
supply chain, it is a process that can lead to a better understanding of the status of the members in the 
supply chain also affect the strategies planning process (Beamon, 1999) and also it used to understand 
employee behavior to improving their ability to build the competitiveness (Fawcell and Cooper, 1998), 
but in today every business had implement measures such a status that is not wide enough to cover all 
activities of the supply chain (Lai et al., 2002) 

The importance of the above make the study aims to examine the performance of a supply chain 
using the framework to measure supply chain performance based on supply chain reference model 
(SCOR Model) that will affect the competitive advantage of a business. 
 
SCOPE OF LITERATURE REVIEW 
 

The Scope of Content 
This review of the literature studied the performance of the supply chain that affect to the  

competitive advantage of the retail business in Thailand. 
 

DOCUMENTS AND RELATED RESEARCHES 
 

For the business to have a competitive advantage businesses need to have the competence that 
higher than their competitors. A competitive advantage can be achieved if the business has the ability 
to comply with the change of the external environment and the impact of the business itself. (Andrews, 
1971; Chandler, 1962; Hofer and Scheler, 1978; Penrose, 1959 cited in Hart, 1995) And the different 
competencies will be an advantage the ways of cost management, quality response and business 
flexibility (Tracey et al., 1999; Roth and Miller, 1990). 

Walters and Hanrahan (2000) The concept of retail business strategy is to focus on the 
satisfaction of our customers and make a differences to gain competitive advantage. This starts from 
choosing a product to sell, onside service, and product placement and also the  communications. Kotler 
(2003) view that the retailer have to make a serious concern during the planning competitive strategy, 
both in terms of creating new trade patterns, shorter life cycle retailer because imitations are easier, 
retailers who do not have a store in the electronics industries, and large retailers. To making business to 
survive and thrive, it must strive for business’s competitive advantage  Kotler (2006), the competition 
in the retail, the difference in the business in terms of product or service that does it to create Customer 
Loyalty. 

 
1. COMPETITIVE ADVANTAGE 
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The competitive advantage is the scope of the special operations which allow enterprises to 
manage the market environment better than the competition (Sermerhorn, 1998), a state that provides 
the opportunity to make higher profits than competitors by making a product differentiation ,specific 
segments of the market and the differentiation production or distribution channels from competitors 
(Fuller, 2004), the competitive advantage will not happen if lack of business competency to build the 
competitiveness. Business used to evaluate the Strengths, Weaknesses, both in their industry and 
competitors as a tool to study the competitiveness of the industry (Porter, 1990). Factors that affect the 
competitive advantage consists of support of production factors, need or demand factor and industry 
that support strategy, structure and competitive environment of the manufacturer. The strategy used to 
create the advantages are describe into three types: 1) strategies to make a differentiation, both the 
product and service, quality and innovation, 2) strategies for low production and operation costs and 3) 
strategies to meet competition by quick responding value to keep up with demand. 

The research of Koufterous (1997) has developed a framework of research that describes the 
ability to create an advantage that affect the competitive advantage in the five dimension is an 
reputation advantage of the products and services, price advantage that are competitiveness, the 
valuable advantage, the speed advantage to response the customer demand and the advantage of 
innovation under intense competition in the industry, the development of technology and innovation, it 
is important (Li et al., 2006). 

Supply Chain Management Practice, will resulting in an advantage that will occur as the cost 
of operation, the value of goods and services, on-time delivery, and rapid innovation on the market 
response, for the recent studies showed that supply  chain management efficiency are effected to the 
Competitive Advantage such an alliance strategic suppliers will result in lower production costs and 
also the rapid rise in response and contribute to the satisfaction of the client (Power et al., 2001). 
Information exchanged between businesses in the supply chain is what causes the integration of 
collaboration in the supply chain, are effecting the rapid market response. The level of information that 
is exchanged are effect the higher customer satisfaction (Speakman et al., 1998).  
 
2. SUPPLY CHAIN OPERATION REFERENCE 

 
Cooper and Ellram (1993) has defined the supply chain that are linked by the integration 

between business units in the supply chain nn one side is the integration of the difference between the 
nature of the business and the other is the introduction of management involved in managing the 
differences that promotes the supply chain Ganeshan et al. (1995) defines more that the supply chain is 
a network that links between business units, then there is the choice of distribution channels or services 
that serve the procurement of raw materials. And transform raw materials into work in process and 
finished goods. As well as the distribution of those goods to customers. It also states that the supply 
chain can be found in both the manufacturing and services sectors. Chopra et al. (2001); Fredendall and 
Hill (2001) and the Council of Supply Chain Management Professionals (2013), which processes 
occurred in the supply chain will have logistics activities involved in all activities, including 
coordination and collaboration among suppliers, middleware providers, transportation and customers, 
whereby supply chain management, thus, it is the integration of demand and supply management that 
occur both within the enterprise and between enterprises 

The business supply chain management need to create effective business performance 
framework, the measurement model of effective supply chain performance is measured of businesses 
that are involved in the supply chain, the Supply Chain Operations Reference model (SCOR) is a 
business process reference model. Which provides a framework of the measurement for the best 
practices and supply chain management technology also integrated concept-of business re-engineer 
processes, the relative performance process measurement and analyzing good practices to applying 
those concepts to supply chains (Hwang et al., 2008). 

Supply Chain Operation Reference Model SCOR has divided the supply chain operations into 
the five core processes. The five major supply chain processes or procedures of the model, according to 
supply chain operations consist of the Plan that generates the balance between demand and supply, 
procurement process (Source) products and services procurement in accordance with the plan, 
Manufacturing (Make) to convert raw materials to finished goods in accordance with the plan, Delivery 
process (Deliver) acting preparation of products and services in accordance with the plan, order and 
transportation management  distribution and last one is returns process (Return). 

 Supply Chain Council (2006) was presented gauge the performance of the supply chain 
operations reference model SCOR into five areas: reliability, responsiveness, flexibility, supply chain 
costs and supply chain asset management, by the above feature performance are not involving 
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management and quality improvement because it is separated from the development of supply chain 
management by Roman et al. (2015) has described the feature of the five performance areas are: 

¥ reliability of the supply chain represents the performance of the supply chain for the delivery 
of certain products. The correct place at the correct time, the condition and packaging with the correct 
amount and valid documents to the correct customer. 

¥ The response of the supply chain refers to the rapidity of the supply chain to provide products 
to our customers. 

¥ The flexibility of the supply chain represents the agility of the supply chain to respond the 
changes in market conditions in order to obtain or retain an advantage in the competition. 

¥ Supply chain costs represent the costs associated with supply chain operations. 
¥ Supply Chain asset management, refers to the effectiveness of the organization of the company 

asset management Hia This includes the management of all assets, that is, fixed assets and working 
capital.  

 
The above review of the literature, researchers integrated the theories involved and deals with 

the concept of organinzational  resources concept, Supply Chain Operation Reference Model and 
Competitive Advantage concept To define the conceptual framework and research, has shown in 
Figure 1. 
	  

	  

	  

	  

	  

	  

	  

	  

	  

Figure 1 Conceptual Framework 
 
CONCLUSION 

Under the intense competition present in the business to survive, must be modified to comply 
with the environmental conditions are changing very dynamically. Modifications to make the business 
growth and survive, it must be adaptation to gain a competitive advantage to the business. The business 
has a competitive edge higher as called unmatched in the industry. The strategy used to create 
competitive advantages it contains a differentiation in terms of product and service quality and 
operations, the production costs with a proper operating, quick response to meet the demand and what 
will support the above strategy is the process of managing the supply chain. Supply chain efficiency 
will lead to higher competitiveness as a result, the effect in every operations areas with lower costs and 
higher efficiency. 

The review of the relevant literature found that the acheivement of the competitive advantage 
depends on the process as well as the process of the supply chain, it has several related parties as a 
result of activities, each activity in the supply chain will have a reciprocal relationship. Which 
performance can be measured from the supply chain operations models based on SCOR Model in 5 
features are the planning process, procurement process, production process, delivery process and as 
well as returns process, such activity can be measured by the performance consists of five attributes. 
reliability, responsiveness, flexibility, cost and asset management, by operating an efficient supply 
chain that will affect the competitive advantage of the price, value, innovation and the rapid response 
of the business. The higher performance of the supply chain has rise a competitive advantage. 
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RECOMMENDATION 
A study of	  the	  supply chain, with	  a	  competitive advantage	  in	  other industrial sectors	  both 

domestically	  and internationally.	  And	  compare the performance	  of supply chain	  operations	  in the	  
country and	  in the region. 
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Abstract 

Number of women working in company or institution is increasing over time. It does not 
only happen in developed country but also in developing country. However, it is 
commonly believed that women, especially married ones, have more intention to leave 
the job more than men. Some researchers have already been done supporting this 
statement. Some might relate this to women’s role in family. It is commonly believed that 
women are responsible in family caretaking and domestic works. But this hypothesis 
actually needs further explanation. The purpose of this study is to assess the impact of a 
set of predictors, which are related to family, on turnover behavior among women 
employees. The predictors are: working age, marriage age, number of children, support in 
household caretaking, support from husband, support from parents, supports from 
parents-in-law, family’s economy condition, family’s health condition, sense of duty to 
husband, and sense of duty to children. In the end, this study shows that the strongest 
predictors of married women turnover are sense of duty to children, sense of duty to 
husband, and support from husband. 

Keywords: Employee Turnover, Intention to Leave, Women Worker, Female, Gender, 
Multiple Logistics Regression 

 

Introduction 

In the past time, almost in all traditional culture in the world, women have role to stay at 
home and take care of family members. But now, the world has come to the era where 
women workers are not anymore recognized as odd. Number of female employees is 
increasing from time to time. In US, by the year 2000 80% of women between the ages 
25 and 54 years are employee (Grandey and Cropanzano, 1999). And by 2002, women 
accounted for 51% or the population and 47% of the workforce.  

The rising number of women workers does not only happen in developed country but also 
in developing country. In Indonesia, the number of women workers is significantly 
increased since around 1960s. Previously, women usually work as uneducated workers 
with low payment. However, along with improving access of education, and consequently 
increasing number of educated citizen, the number of educated women increases as well. 
Particularly, the number of high educated women workers in Indonesia increase as well. 
This brought a new environment where working women is not anymore seen as odd, 
especially in big cities such as Jakarta and surrounding area, Bandung, and Surabaya. 
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especially in big cities such as Jakarta and surrounding area, Bandung, and Surabaya. 
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On the other hand, it is also realized that the culture in Indonesia suggests that family care 
taking is the role of wives. Therefore, even though a woman is working in a company or 
in an institution, the task of household caretaking, domestic home-work, and children 
education are the responsibilities of a wife. Even though the issue of cooperative couple 
in household care taking is also arisen, but mostly the main responsibility of household 
caretaking still lies in the wife. 

Furthermore, with the development of information technology, issue is easily arisen. One 
of issues arisen is mother goes back at home. The issue is however high the education of a 
woman, it should be dedicated to take care of the family and children. This issue has quite 
big impact, especially to married women and moreover to mothers. This paradigm more 
or less has impact on women employees’ mind and might be to company as well. This 
paradigm might cause a number of women workers to leave their jobs. And it strengthen 
the opinion that women worker is more easily leaving than men. Some companies easily 
think that women employees are quitter and risky to leave after marriage, for instance. 
And it could affect human resource policy in the company. 

Previously, some research suggests that employers may equate ‘female’ with ‘quitter’ 
because women have higher average turnover than men (Light and Ureta (1992) in 
Lyness and Judiesch, 2001). Some other research stated that even though women are 
more satisfied than men with their jobs, yet more prone to voluntary turnover. However, 
Lyness and Judiesch (2001) argued that research about gender differences in voluntary 
turnover among managers that stated that female managers’ greater likelihood of 
voluntary turnover are mistaken or outdated.  

A number of researches have already provided relationship between gender and voluntary 
turnover. However, even if gender shows different behavior of turnover, gender is not the 
cause of the turnover phenomena. The cause might be some other things related to a type 
of gender that the other type does not have. This research tries to see ‘family’ as the 
reason why women more easily leave their job than men. The purpose of the study is to 
assess the impact of a set of predictors, which are related to family, on turnover behavior 
among women employees. The predictors used to explain the behavior of leaving the 
company are: working age, marriage age, number of children, support in household 
caretaking, support from husband to work, support from parents to work, supports from 
parents-in-law to work, family’s economy condition, family’s health condition, sense of 
duty to husband, and sense of duty to children 

 

Literature Review 

The issue of employees’ turnover and intention to leave usually are discussed from 
‘company’ perspective. It is usually discussed as the effect of internal factor and external 
factor. Internal factor means factor that come from the company itself e.g. job 
satisfaction, employee engagement, work environment, or social engagement. External 
factor means factors that come from outside the company e.g. other job offering. 

Employees’ decision to leave is influenced by two factors i.e. perceived ease of 
movement, which refers to the assessment of perceived alternatives or opportunity, and 
‘perceived desirability of movement’, which is influenced for instance by job satisfaction 
(Long, Ajagbe, Kowang, 2013) 

A number of researches have examined the voluntary turnover in relationship to gender. 
However, some researches that examine relationship between gender and employee 
turnover did not distinguish between voluntary and involuntary turnover. Thus, even 
though they came up with a conclusion that it was risky to offer a women much 
responsibility because women ‘usually quit to raise families’ (Hymowitz, 1989 in Lyness 
and Judiesch, 2001), the statement does not stand so strong. Lyness and Judiesch argued 
that it should be specifically addressed whom the statements imply to. Lyness and 
Judiesch (2001) conduct research specifically to managers. Their finding shows that the 
statement that female managers leave working more than male managers was not true. 
However, it is found that family factors were significantly related to voluntary turnover. 
While Lyness and Judiesch focused on managers, another research by Armstrong et al. 
focuses on women employee in IT industry. It also implies that family factors have likely 
big influence to voluntary turnover in women workers.  

Some other research tried to identify the factors within family that influence the intention 
to leave. Grandey and Cropanzano (1999) identify the family situation i.e. children 
caretaking has influence on voluntary turnover by women. 

This research assumes that family could explain the behavior of women worker turnover. 
That family matters is measured through eleven indicators i.e. working age, marriage age, 
number of children, support in household caretaking, support from husband to work, 
support from parents to work, supports from parents-in-law to work, family’s economy 
condition, family’s health condition, sense of duty to husband, and sense of duty to 
children. 

 

Method 

This research is using multiple logistic regressions to build theory on how the family 
factors influenced women worker turnover.  Multiple logistic registrations is employed 
because this research is trying to model how a set of predictor classify phenomena into 
two group of condition. The dependent variable is binary, while the independent variables 
are both categorical and numeric. Therefore, multiple logistic regressions are a suitable 
method to be used in this problem. 

The dependent variable (Y) was constructed as dichotomous variable of a condition 
working or not working. Later, the respondent that answers working is coded as 1, 
otherwise 0. This categorical type of dependent variable is required in multiple logistic 
regressions.  
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The independent variables of this model are: working age (X1), marriage age (X2), 
number of children (X3), support in household caretaking (X4), support from husband to 
work (X5), support from parents to work (X6), supports from parents-in-law to work 
(X7), family’s economy condition (X8), family’s health condition (X9), sense of duty to 
husband (X10), and sense of duty to children (X11). The detail of the independent 
variable is displayed in table 1. 

 

Table 1 Independent Variable. 
 

Notation Variable Description Type Scale 

X1 working age how long respondents had/has 
been working 

ratio year 

X2 marriage age how long respondents has been 
married 

ratio year 

X3 number of children how many children 
respondents has 

ratio person 

X4 support in household 
caretaking 

whether respondent is helped 
by household helper or relative 

categorical 1=yes 
0 =no 

X5 support from 
husband to work 

whether respondent’s husband 
allow and support respondent 
to work 

ordinal 1=strongly does not 
support 

5= strongly support 
X6 support from parents 

to work 
whether respondent’s parents 
allow and support respondent 
to work 

ordinal 1=strongly does not 
support 

5= strongly support 

X7 supports from 
parents-in-law to 
work 

whether respondent’s parents-
in-law allow and support 
respondent to work 

ordinal 1=strongly does not 
support 

5=strongly support 

X8 family’s economy 
condition 

whether the respondent 
work(ed) to support her 
family’s economy condition 

ordinal 1=strongly disagree 
5=strongly agree 

X9 family’s health 
condition 

whether family’s health 
condition support respondent 
to work. 

ordinal 1=strongly does not 
support 

5=strongly support 
X10 sense of duty to 

husband 
whether when working, a 
respondent feel that she do her 
duty to her husband 

ordinal 1=strongly disagree 
5=strongly agree 

X11 sense of duty to 
children 

whether when working, a 
respondent feel that she do her 
duty to her husband 

ordinal 1=strongly disagree 
5=strongly agree 

 

Data Collection 

The data is collected from 170 respondents who are married women that has been 
working or had worked for a company/institution and then leave. From 170 data, all 
questionnaires were self-administered. There are no missing data among the 170 data 

 

Data Analysis 

Prior to analysis of the model of prediction using multiple logistic regressions, 
preliminary analysis of data is requested to make sure the data could be analyzed using 
multiple logistic regressions. The independent variables of the model were subjected to 
linear regression analysis to evaluate multicollinearity among the independent variable. 
The results of this analysis showed that the data did not violate the multicollinearity 
assumption. The tolerance value of each independent variable is greater than 0.2 
(Mennard, 1995) and the VIF are below 10 (Myers, 1990). After the preliminary analysis 
of the data, the binary logistic regression procedure in SPSS was used to perform the 
analysis to determine whether the likelihood of stay working or leaving could be 
predicted from the independent variables.  

 

Coefficientsa 

 

Model 

Collinearity Statistics 

Tolerance VIF 

1 (Constant)   

X1 - Working Age .658 1.519 

X2 - Marriage Age .465 2.149 

X3 - Number of Children .491 2.036 

X4 - Support in Household/Children 

Caretaking 

.799 1.251 

X5 - Support from Husband .579 1.727 

X6 - Support from Parents .377 2.653 

X7 - Support from Parents in Law .406 2.466 

X8 - Family Economy Condition .876 1.141 

X9 - Family Health Condition .431 2.320 

X10 - Sense of duty to Husband .481 2.081 

X11 - Sense of Duty to Children .515 1.943 

a. Dependent Variable: Y - Working State 
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Results 

The sample age distribution ranged from 23 until 54 years old with marriage age ranged 
from 0.3 until 27 years. Among the respondents, 99 out of 170 (58%) respondents is 
working while 71 (42%) respondents has already left.  

The logistic regression is done using enter method. Thus, the variables used as predictor 
are all calculated in the model. The model provided by the results is as follow. 

 

 

 

The result of the logistic regression shows that the model is statistically significant with 

2=3.339 with significance 0.911 (significance > α=0.05). This means that statistically the 
eleven variables can be used to predict the behavior of women worker turnover.  

The model could classify case approximately 71.2% correctly. The pseudo R square 
estimates indicate that the model explain between 20% until 27% of the variance in the 
behavior of women worker turnover. 

The most significant predictor is sense of duty to children. The odd ratio is 2.579. It 
means that if worker women feel that she does not fulfill her duty to her children, the odd 
of she will be leaving working is increased by a factor of 2.579. The second most 
significant predictor of women worker turnover behavior is support from husband. The 
odd ratio of 1.698 means that if a woman get support from her husband to work, the odd 
that she will keep working is increased by a factor of 1.698. And the third most 
significant predictor is supports from parents-in-law. It shows that if parents in 

 

Conclusion 

Multiple logistic regression was used to jointly examine the influence of working age, 
marriage age, number of children, support in household caretaking, support from husband 
to work, support from parents to work, supports from parents-in-law to work, family’s 
economy condition, family’s health condition, sense of duty to husband, and sense of duty 
to children.  

The strongest predictors of married women turnover are sense of duty to children (X11), 
sense of duty to husband (X10), and support from husband (X5). The logistic model 
employed explained about 27.3% of the variance in current frequent cigarette use among 
the high school students. It correctly classified 71.2% of the cases. 
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Abstract: 
This study analyzes the relationship of access to finance and stock market development with 
the economic growth of Bangladesh. Based on annual data for the period between 1973 and 
2014, the relationship has been examined using vector error correction model. The 
causalities among these variables have been examined by Granger causality test. This study 
documents that access to credit and stock market development significantly affect economic 
growth of Bangladesh.  There is bi-directional causality between GDP growth and credit to 
private sector. In other words, causality runs from finance to growth and also from growth 
to finance. This means that access to finance induces growth of the country. Causality also 
runs from stock market capitalization to GDP growth and from GDP growth to stock 
market capitalization. This brings new evidence that the growth of stock market contributes 
to the economic growth of Bangladesh. 
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Model. 
 
 
 
 
Introduction: 
 
The role of finance in growth is perhaps much discussed issue in the literature. It is much 
discussed because professionals disagree on the causality between finance and growth. Until 
early 1970s, economists have generally elicited the role of finance in development, but little 
focus was made on the process of ameliorating degree of financial development and its 
impact on growth. The reason that the work of McKinnon (1973) and Shaw (1973) drew 
attention of the policymakers and professionals is the relationship between financial 
repression and development. Inappropriate financial policies inadvertently put a country into 
a regime of financial repression, and thereby undermine growth and development. This 
thesis has led to financial policy reform, in favor of financial liberalization. Over the last 
three decades, professionals have examined the linkage between finance and growth within 
this framework.  There is however a one common consensus among the professionals – 
finance matters and access to finance promotes growth. Unfortunately there has been hardly 
any research on the relationship between access to finance and economic growth in 
Bangladesh. In this paper, we analyze the relationship of access to credit and stock market 
development with the economic growth of Bangladesh. 
 
 

  3

Finance and Economic Growth: 
 
Finance plays role in growth and development through the role of financial intermediaries. 
Financial institutions, being agents, mobilize resources from the surplus units and allocate 
resources among the high return generating economic activities. Bagehot (1873) was among 
the early economists who documented such role of financial institution. He argues that 
loanable funds had no significant role in growth until banks intermediate it to the traders.  
Schumpeter (1911) puts the role of financial intermediation at the core issue of economic 
development. He argues that banks contribute to innovation through financing “those who 
wish to form new combinations and the possessors of productive means”. In his argument, 
Schumpeter identifies the services provided by financial intermediaries – mobilizing savings, 
evaluating projects, managing risk, monitoring managers, and facilitating transactions – as 
essential components for technological innovation and economic development. Banks work 
as key agents in providing these financial intermediating activities and advancing economic 
development. Thus, through a well-developed financial system, financial resources can be 
channeled to the most productive use.  
 
The role of financial institutions or intermediaries has never been debatable. In the modern 
age, the effectiveness of finance is augmented through diversified financial services of 
financial intermediaries. Nevertheless, in the 1960s, the question that dominated was the 
causality between finance and growth. Robinson (1952), for example, suggests that financial 
development does not lead to higher economic growth. Rather economic growth causes 
financial development through creating higher demand for financial services. In an 
expanding economy, households and firms demand more financial services. Consequently, in 
response to this increased demand, more financial institutions, financial products and 
services come out in the economy leading to expansionary financial systems. 
 
Patrick (1966) classifies the direction of causality in terms of financial strategies into two - 
“demand following” and “supply leading” finance strategy. Under the “demand following” 
strategy, finance follows economic development. Higher demand for credit impacts financial 
development positively. Under the “Supply leading” finance strategy, financial 
intermediation induces economic growth by investing savings into the portfolio of large 
investors. It is commonly observed in the early stage of development of a developing 
country. Targeted loan programs are examples of supply-leading finance strategy. In brief, in 
the former case, we expect causality to run from growth to finance, and in case of later 
strategy, it runs from finance to growth. Along the line of Patrick’s reasoning, Cameron 
(1967) argues that the financial systems may be both growth-inducing and growth-induced. 
He argues that entrepreneurs can enjoy increased availability of funds from financial 
intermediaries. In addition, financial intermediation provides incentives to investors by 
lowering costs of borrowing. Goldsmith (1969) identifies two factors causing financial 
intermediation on growth, the efficiency and the volume of investment.  
 
In the 1970s, McKinnon (1973) and Shaw (1973) bring a change in the approach. They 
challenge the Keynesian policy of low interest rate as an instrument of promoting 
investment. The main focus of the McKinnon-Shaw school is financial repression. This 
includes inadvertent persuasion of policies like interest rate ceiling, reserve requirements and 
high inflation. Interest rate ceiling adversely affects financial resource mobilization on the 
one hand, and may distort efficient allocation of resources for growth-induced investment 
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on the other. Their basic model is comprised with financial intermediaries, savers and 
investors.  They underscore the role of financial intermediaries between savers and investors. 
Their critical argument is the promotion of investment through intermediary role in financial 
resource mobilization. Such promotion of investment through intermediation process may 
be affected by financial repression regime.  
 
Low interest rate along with high inflation rate will decrease savings. In some cases, with 
high inflation rate, real interest rate may be negative. It may induce investment in real estate 
market, and drive land price up. It may therefore lead to decline in financial investment. Fry 
(1988) argues that interest rate ceiling below equilibrium level may have twin effects. First, 
lower lending interest rate will create an excess demand for fund, given limited loanable 
fund. Lenders may resort to non-price mechanism like high transaction cost, credit 
worthiness, and quality of collateral to ration out credit. Political intervention may enter into 
the decision making process when lenders are in public sector. Consequently, as Hoff and 
Stiglitz (1998) argue, dishonest borrowers are more likely to prevail. Low return generating 
projects are more likely to be financed. Consequently, there may be problems of adverse 
selection and moral hazard. Secondly, allocation of loanable funds among the projects is not 
necessarily based on appropriate evaluation and credit-worthiness. It is more of randomness 
in nature.  The policy prescription of McKinnon and Shaw is to remove institutional 
constraints on nominal rate of interest and to reduce inflation. They argue that by allowing 
interest rates to adjust freely by market mechanisms, entrepreneurs have more incentives to 
invest in high-yield projects. In this way, it is expected to obtain higher economic growth. So 
they support financial liberalization, which refers to the process of eliminating or 
significantly alleviating financial system distortions. Hoff and Stiglitz, however, are 
somewhat skeptical about effectiveness of high interest rate, arguing that this may screen out 
honest applicants rather than the dishonest applicants.  
 
A number of studies were done extending the original framework in more specific ways in 
the later period of McKinnon-Shaw debate (Kapur, 1976; Galbis 1977; Mathieson, 1980; and 
Fry, 1980). They conclude that, interest rate liberalization initiated from a situation of 
financial repression has a double positive effect - it results in a positive effect on long-run 
growth and reduces the contractionary effects of monetary stabilization programs.  
However, a group of neo-structuralist economists led by van Wijnbergen (1982, 1983), 
Taylor (1983) and Buffie (1984) disagree with such conclusions. Their model evolves around 
the concept of curb or unorganized money markets which is assumed to play an important 
role in determining whether financial liberalization can accelerate growth. They consider 
unorganized money market as competitive. As such, they argue that an increase in the real 
deposit interest rate will lead to a shift of assets from the unorganized to the formal credit 
market. But since commercial banks are subject to reserve requirements, ultimately it will 
lead to a decline in financial intermediation. In that case, curb markets perform more 
efficiently in intermediating savers and investors as reserve requirements do not exist there. 
But Fry (1988) claims that curb markets are not necessarily as competitive and efficient as 
commercial banks.  
 
 
 
 

  5

Empirical Literature on Finance and Growth Using Macro Data 
 
A plethora of empirical literature emerged on the causality between finance or financial 
development and economic growth.  Prior to the thesis of McKinnon and Shaw, several 
scholars attempted to establish such relationship. Goldsmith (1969) examines this 
relationship, using the data of 35 countries for the period 1860-1963 on the value of financial 
intermediary assets as a share of economic output. He assumes that the size of the financial 
intermediary sector is positively correlated with the quality of financial functions provided by 
the financial sector. He shows that financial intermediary size relative to the size of the 
economy rises as countries develop. However, the study was not free of limitations. The 
major limitations are, (i) others factors that influence growth were not controlled for, and (ii) 
the association between financial intermediary size and growth did not provide any 
information on the direction of causality.  
 
In the early 1990s, King and Levine (1993b) build on Goldsmith’s work. They study 77 
countries over the period 1960-1989. They control for other factors that induce long run 
growth. They use three growth indicators - real per capita GDP growth, growth in capital 
stock per person, total productivity growth, and three major financial development 
indicators – depth (liquid liabilities of financial system divided by GDP), size of financial 
intermediaries (bank credit divided by bank credit plus central bank domestic assets, and 
allocation of credit (credit to private enterprises divided by GDP). They find positive 
relationship between financial development and growth – finance induces growth. Similar 
findings are derived by the authors in their subsequent studies (King and Levine, 1993b, 
1993c). 
   
There are two ways finance induces growth – one through bank credit, and another through 
stock market development. Both the mechanisms can induce growth. Levine and Zervos 
(1998) examine the relationship between numerous measures of stock market development 
and economic growth using the data of 42 countries for the period 1976-93. One of the key 
findings is that the initial levels of stock market liquidity and banking development are 
positively and significantly correlated with future rates of economic growth, capital 
accumulation and productivity growth. They estimate that a one-standard-deviation increase 
in initial stock market liquidity (0.30) would increase per capita GDP growth by 0.80 
percentage points per year. Similarly, a one standard deviation increase in bank credit (0.5) 
would increase growth by 0.7 percentage point per year. As a whole, the results imply that 
stock market development has larger effect on economic growth than the money market.  
But Arestis, Demetriades and Luintel (2001) find opposite findings. They show that the 
effect of banking sector development is substantially larger than that of stock market 
development on subsequent growth.  However, in either of the cases, both the markets have 
impact on growth.  Similar result is also found in Rousseau and Wachtel (2003). They 
conclude that the stock market liquidity and financial intermediation lead to higher per capita 
output. Influence of stock market capitalization on output, however, is found to be weaker.  
 
The debate, however, still continues over the direction of causality. Generally different 
research studies show that direction of causality is associated with the level of development. 
As Patrick argues, in the early stage of development, finance precedes growth, and in the 
developed stage of development, growth promotes demand for financial services. The 
direction of causality is not so black and white. Bi-directional causality can be expected 
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Fry, 1980). They conclude that, interest rate liberalization initiated from a situation of 
financial repression has a double positive effect - it results in a positive effect on long-run 
growth and reduces the contractionary effects of monetary stabilization programs.  
However, a group of neo-structuralist economists led by van Wijnbergen (1982, 1983), 
Taylor (1983) and Buffie (1984) disagree with such conclusions. Their model evolves around 
the concept of curb or unorganized money markets which is assumed to play an important 
role in determining whether financial liberalization can accelerate growth. They consider 
unorganized money market as competitive. As such, they argue that an increase in the real 
deposit interest rate will lead to a shift of assets from the unorganized to the formal credit 
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lead to a decline in financial intermediation. In that case, curb markets perform more 
efficiently in intermediating savers and investors as reserve requirements do not exist there. 
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in initial stock market liquidity (0.30) would increase per capita GDP growth by 0.80 
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would increase growth by 0.7 percentage point per year. As a whole, the results imply that 
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effect of banking sector development is substantially larger than that of stock market 
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conclude that the stock market liquidity and financial intermediation lead to higher per capita 
output. Influence of stock market capitalization on output, however, is found to be weaker.  
 
The debate, however, still continues over the direction of causality. Generally different 
research studies show that direction of causality is associated with the level of development. 
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depending on the dynamics of the economy. Jung (1986) and Demetriades and Hussein 
(1996) use measures of financial development such as the ratio of money to GDP in their 
studies. The existence of bi-directional causality is found in their analysis which is more 
appropriate for developing economies. Also Calderon and Liu (2003) find a bi-directional 
causality between financial development and economic growth from their analysis using the 
Geweke decomposition test on pooled data of 109 developing and developed countries from 
1960 to 1994.  Financial development seems to contribute more to the causal relationships in 
developing countries than in developed countries. On the other hand, Christopoulos and 
Tsionas (2004) find no evidence of bi-directional causality but show that finance induces 
growth. Using time series of quarterly data for the period 1969-1981 of Philippines, Fritz 
(1984) tries to find out the direction of causality between finance and growth. The resulted 
evidence supports the hypothesis that in the initial stage of the development process 
causality runs from financial deepening to growth. As the real economy demands more 
financial services in the later stages of the process, the direction of causality becomes 
reversed. 
 
Jung (1986) conducts time-series based causality tests for period with different lengths using 
annual data on 56 countries, 19 of which are industrialized. Two alternative measures of 
financial development is used in his study; one is a currency ratio (currency over M1) and the 
other one a monetization variable (M2 over GDP). Empirically Jung finds a supply-leading 
causality more often than a demand-following pattern. This clearly indicates the significance 
of financial development for developing countries. The opposite picture is found for 
developed countries, even though it is true for the case only when the currency measure is 
used.  
 
Using time series techniques, another causality test between financial development and real 
GDP for 16 less developed countries is done by Demetriades and Hussein (1996). Their 
findings do not provide enough support for the view that financial factors play a leading role 
in the process of economic development. Rather evidence goes for the direction of causality 
of growth to financial development and for bidirectional causality. Moreover, it is found that 
causality patterns vary across countries. 
   
The evidences on the relationship between finance and growth are mixed. Both uni-
directional and bi-directional relationships are established in different studies. One thing that 
came out quite strongly from the past empirical studies is the fact that finance induces 
growth in developing economies and growth induces demand for financial services in 
developed economies. Most of the studies, however, report bi-directional causality implying 
that both the strategy of “demand following” and “supply-leading” hold in growth-finance 
relationships. 
 
Gupta (1984) using time series data (quarterly for 1961-1980) for 14 developing countries 
shows that causality runs from finance to growth. Jung (1986) also reports similar result. He, 
using annual data of 37 developing and 19 developed countries, shows that the supply-
leading finance strategy holds for the developing countries, and the reverse causality for the 
developed economies. 
 
 

  7

Empirical evidence: Industry and firm level studies 
 
Apart from the literature on finance and growth using macro level data, there are quite a few 
studies on the relationship between finance and growth using micro level data. Rajan and 
Zingales (1998), using the data of 36 industries of 41 countries for the period 1980-90, 
examine the mechanisms through which finance influences economic growth. They argue 
that a developed financial system will ease availability of external finance. Industries that 
have access to external finance grow at faster rate. They define financial development as 
ratio of capitalization and credit to private sector and GDP. They show that the growth of 
industries with external finance is relatively higher. This finding implies that financial 
development has a substantial impact on industrial growth by influencing the availability of 
external finance.   
 
Demirgüç-Kunt and Maksimovik (1998) perform a study using firm level data to see whether 
financial development influences the degree to which firms are constrained from investing in 
profitable growth opportunities. They find that both banking system development and stock 
market liquidity are positively associated with the excess growth of firms. Similar type of 
findings is reported in Beck, Demirgüç-Kunt and Maksimovik (2004). The regression results 
indicate that financial structure does have an independent impact on industrial growth 
patterns across countries.  
 
In brief, this is quite clear from empirical literature that finance influences growth. This is 
particularly valid for the developing countries. Finance influences growth through both 
financial and capital markets. In most empirical research, the growth of GDP was 
determined by the growth in financial development ratio and growth rate of credit to private 
sector. In the following we examine the issue of relationship between finance and growth in 
Bangladesh using macro data. It will set the stage for micro level analysis of the access to 
financial services and its impact on different enterprise and household level outcomes. 
 
Macro-economic Development of Bangladesh 
 
Bangladesh has gone through a process of policy transformation since its independence in 
1971. The country that started its journey with a framework of social equity and justice, now 
has a vibrant private sector. Like in many developing countries, the wave of economic and 
financial liberalization reached Bangladesh in the early 1980s. Economic and financial 
policies were reformed. Financial markets that witnessed a repressed set of financial policies 
are also reformed. Interest rate is not arbitrarily set, while foreign exchanges rates are 
determined by market forces. 
 
Over time, the growth of gross domestic product (GDP) has been phenomenal. Growth has 
come from all the sectors and sub-sectors. It has been growing at an average rate of six 
percent. The role of capital market was absent in the early period after the independence of 
Bangladesh. In 1976, the operation of Dhaka Stock Exchange was resumed. It is quite 
vibrant with participation of 276 listed companies and 546 listed securities at the end of 
2014. The major economic sectors that are still subsidized are agriculture and industry. 
Among the industries, the textile and garments sectors are subsidized. Fertilizer is subsidized 
in agriculture. The most important change that has taken place in financial landscape is the 
emergence of micro credit market. It now comprises some 750 micro finance institutions 
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ratio of capitalization and credit to private sector and GDP. They show that the growth of 
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1971. The country that started its journey with a framework of social equity and justice, now 
has a vibrant private sector. Like in many developing countries, the wave of economic and 
financial liberalization reached Bangladesh in the early 1980s. Economic and financial 
policies were reformed. Financial markets that witnessed a repressed set of financial policies 
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Over time, the growth of gross domestic product (GDP) has been phenomenal. Growth has 
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that have a network of some 17,000 branches. About 35 million poor are under the net. 
Access to financial service of the poor households has been broadened.  
 
The banking sector is stronger than before. It started with six nationalized banks. The major 
changes in the structure of banking sector started from the late 70s with the adoption of a 
liberalized policy for a greater role of private sector. The size and depth of nationalized 
banks started to shrink after the privatization of few nationalized public sector banks. With 
the emergence of private banks, the banking sector has expanded significantly. During the 
past two decades, phenomenal growth in the outreach of financial and capital markets took 
place. By the end of 2014, 56 banks developed a network of more than 9000 branches to 
provide financial services throughout the country. 
 
 
Data and Model Specification 
 
We use the Vector Error Correction Model (VEC) to estimate the effects of capital and 
credit market development on economic growth through the effect of industrial production. 
In order to test the causal relationships, the following multivariate model is to be estimated: 
 
GDP = ƒ(MC, BC, MFG)        (1) 
 
Where:   
GDP  = Gross domestic product  
MC = Stock market capitalization   
BC  = Domestic bank credits to private sector  
MFG  = Manufacturing value added 
 
Establishing the causality between finance and growth will require an understanding of the 
economic dynamics. Following the literature (e.g., King and Levin; Jung; Rajan and 
Zingales), the framework is developed. We consider that the economic growth will be 
determined by the growth rate of domestic credit to private sector, the growth rate of 
industrial production, and the growth rate of stock market capitalization. We define growth 
rate of GDP as a proxy of growth variable. The mechanism to promote growth will be 
through financing economic activities. Firm economic activities will be financed either 
through credit market or capital market or both. In other words, growth is induced by 
industrial sector. Essentially, the growth of industrial output will be determined by capital 
market and credit market. The growth rate in credit to domestic sector is expressed by the 
natural logarithm of domestic bank credits to private sector (LnPrivCr). Credit to public 
sector is excluded as such credit is largely used for deficit financing. Moreover, public sector 
corporations are in a state of dismal performance. The growth rate in industrial output is 
represented by natural logarithm of manufacturing value added (LnMfgValAd). Generally, 
the stock market represents the security segment of financial market. The total capital 
procured through the stock market contributes to industrial production and hence to the 
GDP. The market capitalization of stock market represents the market value of total capital 
dedicated to industrial production through the security segment of financial market. The 
market value is taken because, it represents productivity of capital. An increase in stock price 
of a listed company will reflect the performance of company as well as increase in the 
valuation of the firm. Such an increase in valuation enables firm to raise further capital from 
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credit market and put the firm on the path of growth and expansion. It will also have impact 
on growth. In this study, we have used the natural logarithm of stock market capitalization 
(LnMktCap) as a proxy for stock market development. 
  
Unit root tests:  Regressions with time series often provide spurious results when the data are 
not stationary. In other words, when the mean and the variance are not stationary across 
time, ordinary least square regressions are misleading. Augmented Dickey-Fuller unit root 
tests were conducted for individual series to provide evidence as to whether the variables are 
stationary. This is followed by a multivariate co-integration analysis. Economic theory does 
not often provide guidance in determining which variables have stochastic trends and when 
such trends are common among variables. If these variables share a common stochastic 
trend, their first differences are stationary and the variables may be jointly co-integrated.   
 
Augmented Dickey-Fuller (ADF) test involves the estimation one of the following equations 
respectively (Seddighi, H., K. Lawler and A. Katos, 2000):  
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The additional lagged terms are included to ensure that the errors are uncorrelated. The 
maximum lag length begins with 3 lags and proceeds down to the appropriate lag by 
examining the AIC and SBC information criteria. 
 
The null hypothesis is that the variable Xt is a non-stationary series (H0: β = 0) and is 
rejected when β is significantly negative (Ha: β<0). If the calculated ADF statistic is higher 
than McKinnon’s critical values, then the null hypothesis (H0) is not rejected and the series is 
non-stationary or not integrated of order zero I(0). Alternatively, rejection of the null 
hypothesis implies stationarity. Failure to reject the null hypothesis leads to conducting the 
test on the difference of the series, so further differencing is conducted until stationarity is 
reached and the null hypothesis is rejected (Dickey and Fuller, 1979) 
 
In order to find the proper structure of the ADF equations, in terms of the inclusion in the 
equations of an intercept α0 and a trend (t) and in terms of how many extra augmented 
lagged terms to include in the ADF equations, for eliminating possible autocorrelation in the 
disturbances, the minimum values of Akaike Information Criterion (AIC) and Schwarz 
Criterion (SC) based on the usual Lagrange Multiplier LM(1) test were employed. 
 
Johansen co-integration analysis:  Since it has been determined that the variables under 
examination are integrated of order 1, and then the co-integrated test is performed. The 
testing hypothesis is the null of non-co-integration against the alternative that is the existence 
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determined by the growth rate of domestic credit to private sector, the growth rate of 
industrial production, and the growth rate of stock market capitalization. We define growth 
rate of GDP as a proxy of growth variable. The mechanism to promote growth will be 
through financing economic activities. Firm economic activities will be financed either 
through credit market or capital market or both. In other words, growth is induced by 
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market and credit market. The growth rate in credit to domestic sector is expressed by the 
natural logarithm of domestic bank credits to private sector (LnPrivCr). Credit to public 
sector is excluded as such credit is largely used for deficit financing. Moreover, public sector 
corporations are in a state of dismal performance. The growth rate in industrial output is 
represented by natural logarithm of manufacturing value added (LnMfgValAd). Generally, 
the stock market represents the security segment of financial market. The total capital 
procured through the stock market contributes to industrial production and hence to the 
GDP. The market capitalization of stock market represents the market value of total capital 
dedicated to industrial production through the security segment of financial market. The 
market value is taken because, it represents productivity of capital. An increase in stock price 
of a listed company will reflect the performance of company as well as increase in the 
valuation of the firm. Such an increase in valuation enables firm to raise further capital from 
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credit market and put the firm on the path of growth and expansion. It will also have impact 
on growth. In this study, we have used the natural logarithm of stock market capitalization 
(LnMktCap) as a proxy for stock market development. 
  
Unit root tests:  Regressions with time series often provide spurious results when the data are 
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time, ordinary least square regressions are misleading. Augmented Dickey-Fuller unit root 
tests were conducted for individual series to provide evidence as to whether the variables are 
stationary. This is followed by a multivariate co-integration analysis. Economic theory does 
not often provide guidance in determining which variables have stochastic trends and when 
such trends are common among variables. If these variables share a common stochastic 
trend, their first differences are stationary and the variables may be jointly co-integrated.   
 
Augmented Dickey-Fuller (ADF) test involves the estimation one of the following equations 
respectively (Seddighi, H., K. Lawler and A. Katos, 2000):  
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The additional lagged terms are included to ensure that the errors are uncorrelated. The 
maximum lag length begins with 3 lags and proceeds down to the appropriate lag by 
examining the AIC and SBC information criteria. 
 
The null hypothesis is that the variable Xt is a non-stationary series (H0: β = 0) and is 
rejected when β is significantly negative (Ha: β<0). If the calculated ADF statistic is higher 
than McKinnon’s critical values, then the null hypothesis (H0) is not rejected and the series is 
non-stationary or not integrated of order zero I(0). Alternatively, rejection of the null 
hypothesis implies stationarity. Failure to reject the null hypothesis leads to conducting the 
test on the difference of the series, so further differencing is conducted until stationarity is 
reached and the null hypothesis is rejected (Dickey and Fuller, 1979) 
 
In order to find the proper structure of the ADF equations, in terms of the inclusion in the 
equations of an intercept α0 and a trend (t) and in terms of how many extra augmented 
lagged terms to include in the ADF equations, for eliminating possible autocorrelation in the 
disturbances, the minimum values of Akaike Information Criterion (AIC) and Schwarz 
Criterion (SC) based on the usual Lagrange Multiplier LM(1) test were employed. 
 
Johansen co-integration analysis:  Since it has been determined that the variables under 
examination are integrated of order 1, and then the co-integrated test is performed. The 
testing hypothesis is the null of non-co-integration against the alternative that is the existence 
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of co-integrated using the Johansen maximum likelihood procedure (Johansen and Juselius, 
1990; 1992). 
 
Once a unit root has been confirmed for a data series, the question is whether there exists a 
long-run equilibrium relationship among variables. According to Engle and Granger, a set of 
variables, Yt is said to be co-integrated of order (d, b)-denoted CI (d, b)-if  Yt is integrated of 
order d and there exists a vector, β, such that β′ Yt is integrated of order (d-b). 
 
Co-integration tests in this study are conducted using the method developed by (Johansen, 
and Juselious, 1991; Johansen, 1988). The multivariate co-integration analysis was done using 
a maximum likelihood estimation procedure. It allows researchers to estimate simultaneously 
models involving two or more variables to circumvent the problems associated with the 
traditional regression methods used in previous studies on this issue. Therefore, the 
Johansen method applies the maximum likelihood procedure to determine the presence of 
co-integrated vectors in non-stationary time series. 
 
Johansen (1988) and Osterwald-Lenum (1992) propose two test statistics for testing the 
number of co-integrated vectors (or the rank of Π) – the trace (λtrace) and the maximum 
eigenvalue (λmax) statistics.  The Likelihood Ratio statistic (LR) for the trace test (λtrace) as 
suggested by Osterwald-Lenum (1992) is: 
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Where:  

 = The largest estimated value of i-th characteristic root (eigenvalue) obtained from the 
estimated Π matrix r = 0, 1, 2 …p-1  

T  = The number of usable observations  
  
 The  λtrace  statistic tests the null hypothesis that the number of distinct characteristic roots is 
less than or equal to r, (where r is 0, 1, or 2) against the general alternative. In this statistic  
λtrace  will be small when the values of the characteristic roots are closer to zero (and its value 
will be large in relation to the values of the characteristic roots which are further from zero). 
 
Alternatively, the maximum eigenvalue (λmax) statistic as suggested by Johansen is: 
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The   λmax  statistic tests the null hypothesis that the number of r co-integrated vectors is r 
against the alternative of (r + 1) co-integrated vectors. Thus, the null hypothesis r = 0 is 
tested against the alternative that r = 1, r = 1 against the alternative r = 2 and so forth. If the 
estimated value of the characteristic root is close to zero, then the  λmax  will be small. 
 
 

  11

Granger causality tests: Granger causality is used for testing the long-run relationship between 
financial development and economic growth. The Granger procedure is selected because it 
consists the more powerful and simpler way of testing causal relationship (Engle and 
Granger, 1987.)   
 
The following bivariate model is estimated: 
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Where 
  = The white noise error term with zero mean and constant variance (in both 

equations) 
 In the first equation  
  = The dependent variable 
  = The explanatory variable 
 In the second equation  
  = The explanatory variable 
  = The dependent variable 
 
 
This study is based on data during the period between 1973 and 2014. The data were 
collected from the publications of Dhaka Stock Exchange, Bangladesh Bank, Ministry of 
Finance and Bangladesh Bureau of Statistics. 
 
 
Results and Discussion 
 
The GDP growth rate over time is explained by stock market capitalization, credit to private 
sector and manufacturing value added. At first, we examined the stationarity of selected 
variables using Augmented Dickey Fuller (ADF) test. The results indicate that the variables 
are not stationary at level. But the log values of these variables were found to be stationary. 
The cointegration of variables was examined using Johansen-Juselius cointegration test. It 
identifies one cointegrating equation. We have chosen two lag length based on Akaike 
Informaion Criterion (AIC) and SBIC. Next we analyzed the relationship among the 
variables using vector error correction model. The results are reported in Table 1. We find 
that both log of market capitalization (LnMktCap) and log of credit to private sector 
(LnPrivCr) have significant positive impact on the growth of GDP. This indicates finance to 
private sector matters in economic growth. The result is similar to the findings in many other 
countries. This study also brings evidence that stock market contributes to the economic 
growth of Bangladesh. This indicates that even in countries with smaller stock markets, 
industrial financing through security issuance can contribute significantly to the economic 
growth.  
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Table 1 

Estimates of Cointegrating Equation and Error Correction Model 
 

 Coef. Std. Err. Z p>(z) 
Cointegrating Equation 
.LnGDP                       1.000000    
LnMktCap -0.4819 0.0790838 -6.09 0.000 
LnPrivCr -0.5869121 0.3616986 -1.62 0.105 
LnMfgValAdd 0.8077978 0.5705781 1.42 0.157 
Constant -10.76712    
     
Error Correction Model 

Coint. Eq1               L1 -0.0504793 0.0138802 -3.64 0.000 
LnGDP                   LD -0.5255284 0.1145504 -4.59 0.000 

     
LnMktCap               LD 0.0210285 0.0095805 2.19 0.028 

     
LnPrivCr                 LD 0.2276658 0.0621113 3.67 0.000 

     
LnMfgValAdd       LD 0.0873775 0.0971495 0.90 0.368 

     
Constant 0.1749931 0.0161969 10.80 0.000 
R-Squared  0.9192    
Chi2  386.9344    
P>Chi2  0.000    
Log Likelihood 146.6668    
Akaike Info Criterion -5.983338    
SBIC -4.843344    

 
Table 2 

Estimates of Granger Causality Tests 
 

Null Hypothesis Obs F-Stat Prob. 

LnMktCap does not Granger Cause LnGDP 40 27.44 0.0000 

LnGDP does not Granger Cause LnMktCap 40 26.38 0.0000 

LnPrivCr does not Granger Cause LnGDP 40 19.01 0.0000 

LnGDP does not Granger Cause LnPrivCr 40 26.13 0.0000 

LnMfgValAd does not Granger Cause LnGDP 40   6.47 0.0041 

LnGDP does not Granger Cause LnMfgValAdd  40   3.29 0.0490 
 

  13

In addition to cointegration analysis, we examined the causal relationship between finance 
and growth using Granger causality tests. The results are reported in Table 2. We find that 
there is bi-directional causality between GDP growth and credit to private sector. That 
means, the causality runs from finance to growth and also from growth to finance. Causality 
also runs from the growth of stock market capitalization to GDP growth and from GDP 
growth rate to the growth of stock market capitalization. In other words, the growth of 
stock market contributes to the economic growth of the country.  Thus policymakers should 
pay due attention to augment the access to credit and ensure a stable and growing stock 
market for hastening the economic growth of the country. Finally, industrial output growth 
rate induces GDP growth rate. This is quite consistent with expectations. 
 
The results are further strengthened when we look at the graphical representation of the 
causality between growth and finance. The economic growth is induced by flow of external 
resources. As shown earlier that both credit and capital markets induce growth. There is a 
strong effect of supply of credit on growth. There is a positive causality. The extent of credit 
impact on GDP can be exhibited from the following graph. The economy will grow 
exponentially with the increase in the supply of credit to the firms and individuals who need 
to credit for expanding their scale and scope of operations. 
 
 

Figure 1 
Causality between Growth and Credit-GDP ratio 
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Although the role of stock market is not fully understood by the policymakers, the fact still 
remains that stock market contributes to economic growth, because it provides platform for 
raising equity capital. We have found an increasing effect of growth rate of capitalization. 
The economy will grow with expansion in stock market capital at a decreasing rate. Such 
relationship may have been partly distorted by considering market capitalization, rather than 
actual amount of equity capital raised from primary capital market. 
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Although the role of stock market is not fully understood by the policymakers, the fact still 
remains that stock market contributes to economic growth, because it provides platform for 
raising equity capital. We have found an increasing effect of growth rate of capitalization. 
The economy will grow with expansion in stock market capital at a decreasing rate. Such 
relationship may have been partly distorted by considering market capitalization, rather than 
actual amount of equity capital raised from primary capital market. 
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Figure 2 
Causality between Growth and Stock Market Capitalization-GDP ratio 

4
4

.5
5

5
.5

6
6

.5
F

itt
e

d 
va

lu
e

s

0 .05 .1 .15 .2
stockcap_gdp

 
 
The results that we have derived are nothing new and surprising. In the literature on the 
relationship between finance and growth in developing countries, the direction of causality 
was uni-directional, and the causality runs from finance to economic growth. Bangladesh 
being a developing country is no different. The results are quite consistent. Based on the 
results, we can argue that finance from capital and credit markets influences growth through 
industrial growth. It is largely because firms are generally liquidity constrained. With 
relaxation of liquidity constraint through accessing credit and capital markets, opportunities 
for the firms increase. This contributes to economic growth.  
 
Conclusion 

 
This study was conducted to analyze the relationship of access to finance and stock market 
development with the economic growth of Bangladesh. We find that finance matters in 
economic growth. The stock market development also contributes to the economic growth 
of the country. In a developing country like Bangladesh, it is important to expand external 
finance for the private sector, whether industrial or agricultural. It will also be important for 
the policymakers and professionals to ameliorate the rate of marginal effect of external 
finance. A comprehensive household survey of the users and suppliers of capital will provide 
better insight for an effective policy formulation. 
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ABSTRACT 

Empowerment is one of the means of improving farmers’ bargaining position and hence 
their skills to improve their well-being. This study examines the socio-economic profile 
of oil palm smallholders and their perception and awareness to embrace empowerment 
program provided by one of the local NGOs which is Yayasan Setara Jambi. Structured 
questionnaire and face-to-face interview data collection method were employed to obtain 
the primary data from 194 oil palm smallholders in Tanjung Jabung Barat, Jambi 
Province, Indonesia. Descriptive analysis is used to profile the respondents and describe 
their skills and awareness to adopt the empowerment program. The study shows that the 
majority of smallholders are about 43 years old, obtained low level of education, earn 
income less than Rp 4,300,000 per month, mostly are beginners in oil palm farming and 
average farm size is 2.75 ha. Majority of the respondents perceive knowledge on Good 
Agriculture Practices as desirable and empowerment program as beneficial. However, 
they give low ratings to the proposition of farmers’ group activities. The level of 
economic empowerment is still very low. These results are useful inputs to the 
government as well as institutions that are responsible in providing empowerment 
program to the smallholders. 

Keyword: Empowerment, oil palm smallholders, attitude, GAP and farmer group’s 
activities. 

 

1. Introduction 

Empowerment is one of the crucial means to uplift the well-being of the marginalized 
society (Bartlett, 2008; Arifudin, Nasrul, & Maswadi, 2013). Rationals for empowerment 
include: it creates opportunities for improvement towards positive transition to the society 
(Lord and Hutchison, 2009); it is a means to alleviate poverty among marginalized people 
(Page and Czuba, 1999; Tucker and Ludi, 2012) and it enriches the knowledge related to 
solving problem faced by the society (Barlett, 2008; Arifudin et al., 2013).  

Empowerment program can contribute to society in terms of income generating activities 
and hence well-being (Parvin, Ahsan and Chowdhury, 2004). The beneficiaries of 
empowerment program are able to improve the condition of their life.  Empowerment 
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program can also change the condition of poor and marginalized people (Friis-Hansen 
and Duveskog, 2012). It can be implemented through extension and group-based learning 
which enhance the knowledge of the beneficiaries (Barlett, 2008). Hence, empowerment 
is a vital means of improving the life of women, youth and smallholders at the edge of the 
mainstream society. 

1.1 Objective of Study 

Despite in general the improvement of oil palm production in Jambi occurs, many of 
smallholders are living in the difficult condition. The productivity of the smallholder is 
lower than those of the national and private estates. It happens in every small holder’s 
plantation in Jambi. As a result, they are living as the poor farmers with lack of 
knowledge related to oil palm commodities. Furthermore, the expansion effort of large-
scale oil palm companies and smallholders are in environmentally and socially harmful 
(Marti, 2008; Lee et al., 2014). Hence, it requires an effort to consider those issues to 
benefit all related stakeholders in oil palm sectors. 

YSJ was established out of concern on the social and the environmental problem in 
Indonesia, mainly in Jambi Province. YSJ’s vision is to develop a community which is 
fair and prosperous that respects human rights and environment. Its mission is to develop 
the capacity of local community and smallholder in natural resource management by 
pushing to influence policy and conducting public education for natural resource 
management and environment which is everlasting, fair, gender perspective and 
democratic (RSPO, 2014). 

The overall objective of this study is to examine the prospect of farmers’ involvement in 
the YSJ’s empowerment program in the Jambi area, Sumatera, Indonesia. It specifically 
attempts to identify the socio-economic profile of smallholders and their perception 
towards empowerment program in Tanjung Jabung Barat, Jambi Province, Indonesia.  

1.2 Problem Statement 

Oil palm provides a major source of income to the smallholders (Eze & Adiele, 2014). 
However, the farm practices of the smallholders are far from optimal as they are not 
exposed to good agriculture practices and relevant production technologies (Feintrenie et 
al., 2010; Obidike, 2011). This leads to low productivity level which is much below those 
achieved by national and private large estate as demonstrated in Figure 1. In Jambi 
Province, smallholders achieved lower yield of 2.9 t/ha compared to national large estate 
(4.4 t/ha) and private large estate (3 t/ha). Clearly, the productivity of the smallholder is 
lower than those of the national and private large estate.  

 

 

Figure 1. Productivity of Oil Palm by Category Producers (t/ha), 2012 
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2. Materials and Methods 

2.1 Study Area 

Tanjung Jabung Barat is one of the districts in the province of Jambi, Indonesia.  Its area 
is 5,009.82 km² with a population of 293,594 inhabitants in 2012.  This regency is divided 
into 13 districts, which are subdivided into 20 sub-districts and 114 villages.  The 
selection of location was conducted by purposive sampling. The four villages selected are 
Sungai Rotan, Rantau Benar, Pulau Pauh and Lubuk Terap at Tanjung Jabung Barat 
District, Jambi Province, Indonesia. The Yayasan Setara Jambi or YSJ, one of local 
NGOs in Jambi Province, conducts the empowerment program for the last two years in 
the said four villages. YSJ sees that Tanjung Jabung Barat has potential area for oil palm 
activities since it is one of the highest numbers of oil palm production among the other 
regencies in Jambi Province (Table 1).  

 

Table 1. Area (ha), Production (tons) and Productivity of Oil Palm (t/ha) by 
Districts, 2011 

 

District  
   Area 

(Ha) 
% of  
Area Production (tons) % of Production 

Productivity 
(t/ha) 

Sarolangun 8,502 6 12,043 4 1.4 

Merangin 20,343 15 51,309 19 2.5 

Bungo 9,454 7 13,160 5 1.4 

Batanghari 6,160 5 7,946 3 1.3 

Muaro  Jambi           32,424 24 54,425 20 1.7 

Tanjab Timur 22,044 16 25,564 9 1.2 

Tanjab Barat 28,921 21 49,381 18 1.7 

Total 136,239 100 277,043 100 2.0 

Source: General Estate of Jambi Province (2011) 

 

2.2 Location of Study Area 

Figure 2 shows the location of Tanjung Jabung Barat District. The respondents of this 

study are taken from the four villages at Tanjung Jabung Barat in order to identify their 

perception and awareness towards empowerment program.  
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Source: General Estate of Jambi Province (2013) 

 

2. Materials and Methods 

2.1 Study Area 

Tanjung Jabung Barat is one of the districts in the province of Jambi, Indonesia.  Its area 
is 5,009.82 km² with a population of 293,594 inhabitants in 2012.  This regency is divided 
into 13 districts, which are subdivided into 20 sub-districts and 114 villages.  The 
selection of location was conducted by purposive sampling. The four villages selected are 
Sungai Rotan, Rantau Benar, Pulau Pauh and Lubuk Terap at Tanjung Jabung Barat 
District, Jambi Province, Indonesia. The Yayasan Setara Jambi or YSJ, one of local 
NGOs in Jambi Province, conducts the empowerment program for the last two years in 
the said four villages. YSJ sees that Tanjung Jabung Barat has potential area for oil palm 
activities since it is one of the highest numbers of oil palm production among the other 
regencies in Jambi Province (Table 1).  

 

Table 1. Area (ha), Production (tons) and Productivity of Oil Palm (t/ha) by 
Districts, 2011 

 

District  
   Area 

(Ha) 
% of  
Area Production (tons) % of Production 

Productivity 
(t/ha) 

Sarolangun 8,502 6 12,043 4 1.4 

Merangin 20,343 15 51,309 19 2.5 

Bungo 9,454 7 13,160 5 1.4 

Batanghari 6,160 5 7,946 3 1.3 

Muaro  Jambi           32,424 24 54,425 20 1.7 

Tanjab Timur 22,044 16 25,564 9 1.2 

Tanjab Barat 28,921 21 49,381 18 1.7 

Total 136,239 100 277,043 100 2.0 

Source: General Estate of Jambi Province (2011) 

 

2.2 Location of Study Area 

Figure 2 shows the location of Tanjung Jabung Barat District. The respondents of this 

study are taken from the four villages at Tanjung Jabung Barat in order to identify their 

perception and awareness towards empowerment program.  



The 5th Business, Economics and Communications International Conference, 2015 
   

118

 

Figure 1: Geographical location of Tanjung Jabung Barat 

Source: Government of Jambi Province (2013) 

 

2.3 Research Design 

Structured questionnaire and face-to-face data collection method were employed to obtain 
primary data from 194 oil palm smallholders using simple random sampling technique at 
the 4 villages: Sungai Rotan, Rantau Benar, Pulau Pauh and Lubuk Terap, Tanjung 
Jabung Barat, Jambi Province, Indonesia from September to October 2014. Average time 
incurred for the interview was about 20 – 40 minutes. The designed questionnaire 
constitutes of six main domains, namely, (a) ID and general information on the 
respondents; (b) socio-economic profile; (c) attitude towards Good Agriculture Practices 
(GAP), farmers’ group activities, economic empowerment, and empowerment program 
provided by local NGO.  

In this study, the research instrument was originally written in English language. In 
Indonesia, Indonesian language is the official language of the country, thus it was 
necessary for the instrument to be translated into Indonesian language. To ensure some 
meanings, thoughts and concepts of the items remained unchanged in English version. 
The questionnaire was translated by one local professional translator who is a native 
Indonesian and bilingual. The raw data accumulated from the survey was analyzed using 
the Social Statistical Package for Social Sciences (SPSS) version 21. The study utilizes 
descriptive analyzes to profile and examine the attitude of the respondents. 

According to Nikkhah et al., (2011) and Zahirinia (2012)  that the total number of mean 
using five-likert scale can be measured by dividing total score of domain into three which 
later on the study can gain: low, moderate and high. Hence, the researcher will do the 
same in order to get the three different levels of each domain.    

3. Result and Discussion 

The age of independent farmers participating in this study ranged between 22-74 years 
old with a mean of age was 43.1 with a standard deviation of 11.6 years old (Table 2). 
About 31.4 % of the respondents were between 36-45 years old, 29.9 % (20-35 years old) 
and 23.2 % (46-55 years old).  

In terms of educational attainment, only 2.6 % had university degree, about 23.7 % had 
no formal education, 36.1 % received the elementary education, 18.6 % achieved the 
junior high school education, and 18 % had senior high school education. The findings 
suggest that most of respondents received low level of education. 

The average wage income per month was estimated at Rp 4,336,618. Most of the 
respondents (38%) had monthly income between 1.41 million-3.5 million Rupiah while 
there were only 2.1 % of respondents below 700,000 Rupiah income per month and 16 % 
of respondents between 701,000 and 1,400,000 which below poverty level and considered 
“poor” in accordance to the World Bank’s definition.  
About 46 % of the farmers were relatively new in oil palm farming in that their 
involvement was between 1-5 years, and 30.4 % mentioned 6-10 years. These data 
suggest that majority of farmers are beginners in the oil palm farming.  

In terms of harvested area closed to two-thirds of respondents (64.9 %) have less than 2 
ha.  The mean score of harvested area of farmers is 2.75 ha. This indicates that most of 
the respondents have small amount of harvested area while there were only 2.1 % of 
respondents who owned harvested area more than 10.1 ha.  

 

Table 2. Socio Economic Profile of Respondents (n=194) 

 

Variable Frequency Percentage (%) Mean SD 

Age (years) 
  

43.1 11.6 
20-35 58 29.9    
36-45 61 31.4    
46-55 45 23.2    
56-65 26 13.4    
66-75 4 2.1    
Education 

  
  

No Formal School  46 23.7   
Elementary School 70  36.1    
Primary School 36 18.6    
Secondary School 35 18    
Diploma 2 1    
Degree 5 2.6    
Income Per Month 
(Rupiah)   

 

 
4,336,618 

 
5,472,849 

< 700 thousand 4 2.1    
701 thousand-1.4 
million 31 16  

  

1.41 million-3.5 million 75 38.7    
3.51 million-3.5 million 61 31.4    
> 7 million  23 11.9    
Years of Farming 

 
  8.42 4.663 

1-5 59 30.4   
6-10 91 46.9   
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11-15 33 17   
16-20 7 3.6   
>21 4 2.1   

Harvested Area (Ha) 
  

2.75 3.050 
< 2  126 64.9   
2.1-5  52 26.8   
5.1 - 10  12 6.2   
>10.1  4 2.1   

 

Knowledge on GAP refers to the materials of GAP training (RSPO, 2009). Some of the 
questions asked in this section are the awareness on environment (3 items), good fertilizer 
(2 items), how to choose the good seeds (1 item), proper way to use pesticide (2 items), 
how to get optimal fresh fruit bunches (2 items)  and land clearing (2 items) by using five 
point likert scale (Mohanty et al, 2013; HAN Hong-yun et al, 2009; Sa’ed H. Zyoud et al, 
2010; and RSPO, 2013). The Cronbach’s Alpha value of the data was .856 indicating the 
variable of knowledge on GAP based on 12 items is reliable. 

The frequency analysis on the respondents’ knowledge on GAP is shown in table 4. It is 
clear that more than half of the respondents show with high level of knowledge on GAP 
(55.2 %) while the rest of respondents show moderate understanding (36 %) and low 
understanding (8.8 %). These data indicates that there is fair level of understanding of 
GAP practices among smallholders.    

Attitude of famers towards the empowerment program of YSJ was assessed. To measure 
the attitude, the study used seven items with five points of likert-scale. The study summed 
the total of five points likert-scale from seven questions which divided into three to gain 
low, moderate and high.  

 

Table 4 Level of Perception and Awareness towards Empowerment Program 
(n=194) 

 
Level Frequency Percentage (%) 
Knowledge on GAP   
Low 17 8.8 
Moderate  70 36.1 
High         107 55.2 
Empowerment Program   
Low  66 34 
Moderate  86 44.3 
High  42 21.6 
Farmer Groups’ Activities    
Low  145 74.7 
Moderate  8 4.1 
High  41 21.1 
Economic Empowerment   
Low  148 76.3 
Moderate  16 8.2 
High  30 15.5 

The score of attitude resulted range between 7 and 35. If respondent choose scale five (the 
highest score) in each question, the total score will be 35 indicating it is the highest total 
score of the given domain  The items on attitude such as measuring the ability of YSJ on 
empowering farmers, the ability of YSJ staff on facilitating farmers, the suited farmers’ 
empowerment program with their needs, the easiness of farmers’ empowerment program 
to be followed, the sufficient knowledge that farmers acquired regarding the farmers’ 
empowerment program, the establishment of well-organized farmer groups and the 
improving of their well-being regarding the farmers’ empowerment program.  
Table 4 describes that most of respondents are at the moderate level of perception towards 
farmers’ empowerment program of YSJ (44.3%).  On the other hand, there are 34 % of 
respondents who have low level while the rest of respondents (21.6 %) have the high 
level of perception. It indicates that the empowerment program of YSJ is welcomed 
enough by the independent small farmers.  

In the following section of questionnaire, 10 items are designed to collect the data 
regarding respondents’ perception towards farmer’s group activities. It is taken from the 
training facilitated by YSJ in line with the principle and criteria of Roundtable 
Sustainable Palm Oil (RSPO, 2013) as well as adopted from Sirait et al., (2012). The 
scale score of Cronbach’s Alpha was .992. This number shows that the variable of 
practices of farmers towards farmer groups has the high number of reliability standard.  

The study identifies the smallholders’ activities on the benefit that can be gained through 
farmers in farmers groups’ activities by ten items with five point likert-scale. Some of the 
benefits provided in this section include: having similar goals between farmers groups 
and farmers (2 items), gaining better marketing access of selling FFB through farmers 
group (3 items) and gaining health relationship among members of farmers group (3 
items). 

The lowest score of the perception towards farmer group is 10 and the highest is 49. As 
shown in table 4 that most of respondents (74.7 %) have low level of perception on 
farmers groups’ activities while only 21.2 % of respondents at the high level. This is due 
to the poorly-organized farmer groups in the area.   

The respondents are also asked about their perception towards role of empowerment 
program in improving their economic well-being. There are seven items proposed: the 
effort of farmer groups on supporting farmers economically, the ability of farmers 
purchasing fertilizer at the subsidy price, the ability of farmers on making loan to farmer 
groups, the access of farmers of selling FFB with the market price, the productivity 
improvement of FFB through gaining access on production facilities, the availability of 
share benefit taken by farmers and the better economic condition through involving with 
farmer groups.  

As can be seen from Table 4, the lowest score of perception towards economic 
empowerment was 7 and the highest score was 31. Most of the respondents exhibited low 
level low level of perception towards economic empowerment (76.3 %). Only 15.5 % of 
respondents indicated high level of perception towards economic empowerment. This 
indicated that most of the farmers, related with the farmers groups’ activities, had not 
facilitated and supported economically. In terms of providing extension to raise 
awareness, and support the setting up, farmers’ group and provide subsidies and 
incentives to help improve the productivity and hence production.   
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improvement of FFB through gaining access on production facilities, the availability of 
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As can be seen from Table 4, the lowest score of perception towards economic 
empowerment was 7 and the highest score was 31. Most of the respondents exhibited low 
level low level of perception towards economic empowerment (76.3 %). Only 15.5 % of 
respondents indicated high level of perception towards economic empowerment. This 
indicated that most of the farmers, related with the farmers groups’ activities, had not 
facilitated and supported economically. In terms of providing extension to raise 
awareness, and support the setting up, farmers’ group and provide subsidies and 
incentives to help improve the productivity and hence production.   
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4. Conclusion  

The main objectives of the study are to profile the socio-economic of smallholders and 
their perception towards empowerment program in Tanjung Jabung Barat Jambi Province, 
Indonesia. The study found that the average age of respondents were 43 years old, 
received income Rp 4, 3000,000 per month, were newcomers with an average of 2.75 ha 
of farm. Most of the respondents identified knowledge on GAP as attractive and 
empowerment program as valuable. On the other hand, the farmers were skeptical on the 
benefits of farmer’s group activities and economic empowerment. These findings provide 
valuable input to the policy makers in designing program and strategies to improve the 
well-being of the farmers.  
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ABSTRACT 
 The aim of this paper is a review of the relevant literature and to study the factors that affect the 
competitiveness of Event Management Business and to develop a relationship model of factors that affect the 
competitiveness of Event Management Business. It is more and more important to correctly select business 
,Strategy is necessary for the business to base this strategy  on their own market position and build on their 
distinctive competitive advantage. The literature review found that strategies can affect the competitive 
advantage. The study was led management tool Balanced Scorecard framework is comprised of four view is 1) 
Financial perspective, including budget management, financial planning, raising funds 2) Customer perspective, 
including customer satisfaction and brand reputation, loyalty 3) Internal process perspective, including 
innovation, process improvements 4) Learning and Development perspective, including development staff, 
morale, motivation, information technology and management tools such finds. Affecting their ability to compete 
in three aspects: finance, marketing, human resources management. 
 
Keywords:  Competitiveness, Event Management Business, Balance Scorecard, Competitive Strategy 

 
1.Introduction 

 In current environment, with growing interdependence between the market and in increasing 
competition, It is more difficult to maintain current market position.Event Management Business is a part of 
business in the MICE industry (Meeting, Incentive travel, Conference ,and Exhibition).This is the key to the 
economy of the country the rate of rapid growth and continuous. A medium-powered potential. Development of 
the MICE industry and income for the country. They are also the industries that are hiring are high. It allows the 
government to promote. And encourage public and private sector to work. MICE industry more (Thailand 
Convention & Exhibition Bureau, 2555) for such reasons. Such growth, the conditions of competition in this 
business more seriously and to make business to survive in the fierce competition. Businesses need to build 
competitive advantage over competitors in the industry (Utterback, 1994) globalization. The growth of 
technology and changing consumer behavior. Businesses can grow and continue to be firmly entrepreneur is 
focused on. Creating a competitive advantage with technology and business strategies was used in the enterprise 
The goal is to reduce production costs shorten the lead time and lower inventory levels to make the company 
profitable. At the same time, it wants to improve the quality of products and services to meet the needs of 
customers make up for such reasons can be seen as a strategy to create a competitive advantage. The strategic 
management brings success. Business Growth and business potential Therefore it is very important to the 
business (Monika, 2014). 
 Event Management business in Thailand consists of an organizer. Both small and large, including 254 
companies, each company will be in a variety of formats. And sizes vary, with only six companies belonging to 
large companies and to get a job that is worth over 10 million baht or more and have three persons, including 
Pico (Thailand) Co.,Ltd. , Index Creative Village (Thailand) and CMO (Thailand) is a group leader at the event 
is worth a billion baht. (Business Development Office, 2557) and Business Event Management in the country 
could be divided into three categories: 1) the company that operates the event management as a core business, 2) 
the manufacturer of television and entertainment. Which relies on the strength of the reputation and 3) the 
production of advertising linked to business event management company, ad agency or PR agency. The 
department has organized events within the company.  
 A report from the Association of Event Management stated that in 2011 the business has been held 
previously agreed rate above 5%, the rate should slow in the coming 2-3 years, due to the situation. Nature and 
politics The political situation If that happens, will affect the business fell to 30% during the coming year. With 
both the two sides still had no issues. It predicts that the overall business. Event will grow 10%, or a number 
equivalent to the 2553 business events in Thailand, with many variants. Most of which are classified according 
to the type of service. If also divide It is divided into five main types of marketing activities and sales 
promotion, the exhibition of the permanent exhibition of the museum. And temporary exhibitions, events, 
entertainment, public sector and special events. Seminar and organizer of the arts, culture and entertainment. 
 
  
 On the occasion of the ASEAN Economic Community or AEC in 2558, Event Management Business are  
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considered one of the groups that are likely to get one more chance this time with the capabilities and global 
creative business seminars are also secondary. Singapore But if you compare the Organizer's all business now. 
Thailand has the potential much higher. Because the conference is the policy of the government of Singapore. 
To draw people into the country Each year the conference drew more than 3 million people in Singapore, while 
Thailand has about 800,000 visitors a year, but with the country's geography and population exceeded. Make, 
model, event marketing in more potential as population to about 12 million can be invested to generate market 
activity than full. When compared with the population of three million people in Singapore. The price is also 
cheaper as well. In today’s constantly quickly changing time is absolute necessity for business to pay great 
important to manage is a key element for organization survival.(EMA,2014) 
 Strategic management is essential part of successful and growing organization. Balance Scorecard is a 
concept that emerged from the study. It is a tool in the evaluation of modern business management will take into 
account the financial perspective view of the hand, customer perspective aspect of growth and organizational 
learning ,learning & growth perspective and view internal administration system internal process perspective 
(Robert S. Kaplan & David P.Norton, 2010). The competitive environment of business, special events 
marketing of Thailand. Intensified and more intensive and in 2015 to liberalize trade in the ASEAN community, 
the government is trying to push for public and private events, MICE, more than the event MICE and business 
special events support. market The potential to increase To support economic expansion. Those reasons As a 
result, companies that operate special event marketing. The number is registered to the same market increased 
262 companies (Business Development Office, 2556), when analyzing the competitive environment. If 
entrepreneurs no adjustment for quality and business management to international equivalent. Particularly in the 
field creating an advantage. Race to build and develop effective marketing activities. 
 From the above, it is vital that the research aims to study the factors that affect the ability of the 
competition. Special events, marketing and business development relationship model that will result in a 
competitive advantage in their businesses. 
 
 

2.LITERATURE REVIEW 
 The business is a competitive advantage for the business is required to have the ability to compete in 
accordance with the changes of the external environment and the impact on the business itself, 1971; Chandler, 
1962; Hofer and Scheler, 1978; Penrose,. 1959 cited in Hart, 1995) and can be different. The competitor will 
create a competitive advantage in terms of cost management, quality response. And flexibility (Tracey et al., 
1999; Roth and Miller, 1990). 
 
 1.Role of Event Management Business 
 1.1 Definitions  

Event organizers are responsible for the production of events from conception through to completion. 
Events can include: 1.exhibitions and fairs  2.festivals 3.conferences 4.promotions and product launches 
fundraising and 5.social events. They work in the public, private and not-for-profit sectors and can work for 
event management companies, in-house for an organization or freelance. The role of event organizer is hands-on 
and often involves working as part of a team. Event organizers must be able to complete a wide range of 
activities requiring clear communication, excellent organizational skills and attention to detail. They must work 
well under pressure, ensuring the smooth and efficient running of an event. (Glenn William,2010) 

Chambers [1998,p. 560]  ,CIC [2003] define an event organizer as “An organized occasion such a 
meeting,convention,exhibition,special event,gala dinner etc”.  

Getz[2005,p.16] define that “Every such event is unique stemming from the blend of 
management,program,setting and people” 
            1.2 Typical work activities 

Jonny Allen [2010] The role of event organizer varies depending on the organization and type of event 
involved. Activities often include:  

¥ Researching markets to identify opportunities for events 
¥ Liaising with clients to ascertain their precise event requirements 
¥ Producing detailed proposals for events (e.g. timelines, venues, suppliers, legal obligations, 

staffing and budgets) 
¥ Agreeing to, and managing a budget 
¥ Securing and booking a suitable venue or location 
¥ Ensuring insurance, legal, health and safety obligations are adhered to 
¥ Coordinating venue management, caterers, stand designers, contractors and equipment hire 
¥ Organizing facilities for car parking, traffic control, security, first aid, hospitality and the 

media; 
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¥ Identifying and securing speakers or special guests 
¥ Planning room layouts and the entertainment program, scheduling workshops and 

demonstrations; 
¥ Coordinating staffing requirements and staff briefings 
¥ Selling sponsorship/stand/exhibition space to potential exhibitors/partners; 
¥ Preparing delegate packs and papers 
¥ Liaising with marketing and PR colleagues to promote the event; 
¥ Liaising with clients and designers to create a brand for the event and organizing the 

production of tickets, posters, catalogues and sales brochures, plus social media coverage 
¥ Coordinating suppliers, handling client queries and troubleshooting on the day of the event to 

ensure that all runs smoothly 
¥ Overseeing the dismantling and removal of the event and clearing the venue efficiently 
¥ Post-event evaluation (including data entry and analysis and producing reports for event 

stakeholders) 
 

 2. The concept of the Balanced Scorecard: BSC. 
 Based on the findings of Robert S.Kaplan & David P. Norton (1990) is presenting a new concept in the 
evaluation of the organization by evaluating the performance of the new organization will take into account the 
financial perspectives is a perspective that is of paramount importance. An indication that the strategy Set up 
effective Considering the increase in revenue and cost reduction. , Perspective customers is aimed to meet the 
needs of customers. And the band for a great value to customers. , Administrative procedures within the Inter 
Business Process Perspective consider what internal processes of an organization that helps in delivering value 
to the customer needs and achieve their corporate objectives and growth and learning and growth perspective) 
into consideration. providing critical to the future of the organization. Human resource development is the most 
important factor. Under each view Channel 4 also includes objective indicators, targets and initiatives (Pasu 
Decharin York, 2548, page 20-25) 
 
 
 3. The concept of competitiveness and performance. 
 3.1 Competitiveness 
  Businesses will be able to compete. Indeed caused by the pricing strategy and make a difference in the 
product over its competitors (Micheal E. Porter, 1990), while businesses can gain a competitive edge over rivals 
by creating product value chain. values and dedication to research and development (Grimwade, 2009, p. 208), 
and the ability to compete as an indicator of the overall performance of the organization. Measuring the success 
and failure of an organization (Baisya, 2010, p.136) factors that enable organizations gain competitive 
advantages include the process. In the production (Pfeffer, 1994; Smith, 1995) to reduce the cost of 
manufacturing, management, marketing, enterprise management Overall, quality, flexibility, develop and learn. 
And Customer Satisfaction 
 Barney (1991) has said that if any organization possesses a valuable resource, rare  and not replace it the 
enterprise will have an advantage in the competition. 
  
 3.2 Performance  
 Review of the literature found that the performance evaluation shall include performance measurement. 
The work consists of 1) the measurement of financial performance. Measured by return on investment. The rate 
of return on assets The rate of return on sales (Mazzarl & Soutar, 1999; Gursoy & Swanger, 2007; Menguc, Auh 
& Shih, 2007) 2) to measure operational business. Measured by sales The devil in profitability. And market 
share (Liang, Jer & Lui; Najib & Kimimani, 2001) 3) measure the operational efficiency of the organization. 
Measured by the growth of profit. The growth of sales and the growth of market share, 4) measurement of 
marketing. This can be measured by market share growth, customer satisfaction (Menguc, Auh & Shih, 2007) 5) 
to measure operational human resources.  
 

 
3.Conclusion 

 Wherever the organization is responding to the satisfaction of consumers with outstanding success. The 
organization is considered to be a corporate strategy to make a difference. This makes a difference if you do 
benefits and importance of the Balanced Scorecard. 
        1. Make the vision, mission and strategy of the organization are clear. And can be transformed into 
guidelines for action. A clear understanding is shared. 
        2. A communication strategic objectives. And link up with measures to implement the measure clearly. 
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        3. Make a plan and set goals. Creative and strategic activities in various forms. Including activities to 
measure or measures key indicators, with both monetary and non-monetary as well. 
        4. Cause back and learning executives. Except to note that the implementation of strategies that have 
placed or not and then what? This system also allows data to determine whether the strategy has placed it 
continues to be a strategy to make the organization successful and to survive or not ok back in the past. We are 
finding that many organizations have been using this strategy for a long time.  
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ABSTRACT 

Business failure studies lack a strong theoretical framework but were driven by empirical 
testing (e.g. legal bankruptcy or liquidity) to identify business failure. This research is a 
quantitative study that used the income finance theory. The present study is crucial 
importance to build up a model to develop the predictive abilities and theoretical 
framework for government hospital failures with conditions in the public context. Cluster 
analysis is used to classify failure hospital and not-failure hospital. Factors of business 
failure are divided into three categories: financial, market and operational. This study also 
indicated that even with more advanced statistical tools more popularly used recently, 
MDA is still a very reliable and potent statistical tool. The results were 1) Average net 
income(2 years) 2) Days cash on hand 3) Debt ratio 4) %IPD revenue 5) ROE 6)%Salary 
and benefit expense 7) Location and 8)%UC revenue. 

Keyword: Business Failure, Prediction, Government Hospital, Multiple discriminant 
analysis  

 

1. Introduction 

The government hospitals are the most important sector in healthcare sector in Thailand. 
Quite the reverse, the government hospital is heavily regulated in order to meet the policy 
goals of accessible and affordable health care of a high quality. (Kocsis, V., Koning, P. 
and Mot, E., 2011, p.22). Health care financing in Thailand has a long history of 
evolution of nearly half of these decade of Thailand reaches the universal coverage for 
health care in 2002. When the Universal Coverage Policy was totally introduced to April 
2002, the social health protection can be divided in to three groups, schemes for public 
employees, Scheme of Social Security (SSS) and scheme of Universal Coverage (UC). 
Currently, Public health protection schemes Cover all Thai citizens, 8.6% of populations 
is covered with public employee benefit schemes, The SSS covers 15.4% of population, 
and the rest (74.4%) are in the UC. (Table 1) 

                                           
1 This research is the part of thesis "Application of Business Management Theories for the Studies and Adjustment of 
Financial Failure Related to Financial Management, Operations and Marketing of Government hospital in Thailand : 
Case Study Public Hospital under Office of Permanent Secretary Thailand. 
2DBA Student. Faculty of Business, Economics and Communication. Naresuan University. 
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Over the past decades, the government hospital in Thailand has faced remarkable changes 
in their financial and institutional environment. The central governments have intervened 
when hospitals faced business failure because the continuity of care is considered as a 
relevant public goal. The several government hospital has reported financial problems 
(Table 2). These Hospitals continued to operate because central governments currently 
also tend to intervene if hospitals are in financial distress. The subsidiaries by government 
have made almost of government hospital in Thailand out of legal bankruptcy. 

 

Table 1 Characteristics of Public Health Protection Schemes 

 

Welfare 
Year 

2006 2007 2009 2011 2013 

Population 96.0 96.3 97.4 98.0 98.3 

Characteristics of Public Health 
Protection Schemes 

 

Universal Coverage (UC) 77.8 76.6 78.6 79.2 74.4 

Social Security Scheme (SSS) 12.2 12.7 12.9 11.6 15.4 

Public Employees 9.5 9.5 8.2 8.8 8.6 

Private Insurance 2.3 2.3 3.7 4.1 5.3 

Welfare by Employer 0.4 0.4 0.4 0.5 0.7 

Other 0.7 0.6 0.6 0.5 0.5 

 

Source: National Statistical Office in Thailand. 

Note: * 1 Characteristic or mores of Public Health Protection Schemes. 
 

Table 2 Number of Crisis (Level 7) government hospital in Thailand : Office of the 
Permanent Secretary for Public Health.  
 

Year 2553 2554 2555 2556 2557 

Crisis Government Hospital in Thailand 304 116 123 58 78 

Government Hospital in Thailand 832 835 831 829 849 

Source: website Health Insurance Group, Office of the Permanent Secretary for Public 
Health. 

Note:  1. In quarter 3 of 2013, number of Crisis (Level 7) government hospitals in 
Thailand are 170 hospital. But the most of them were subsidized by government, so 
number of Crisis (Level 7) government hospitals in Thailand were 58 hospitals. 

 2. Level of hospital crisis by Office of the Permanent Secretary for Public Health 
has 7 levels. (Level 1 is the best and level 7 is the worst.) 

Be the government hospital in Thailand similar to the legal bankruptcy firm? In doing 
this, we essentially combine two strands of literature and methodology. First, there is an 
extensive theoretical literature in business failure. (Business failure the causes of 
bankruptcy.) Second applied literature , that addresses the unique government hospital in 
Thai and to build up a collapse prediction model using multiple discriminant analysis 
through unusual financial variables , customer variables and operation variables to attain 
a prediction accuracy rate for failure hospital and not-failure hospital. In the second step 
we can find out the causes of government hospital failure. 

 

2. Prior research on business failure 

2.1 Empirical studies 

Business failure is one of the most important topics in financial research. A good number 
research studies on bankruptcies company and failure predictions were prepared in 
developed countries for example those carried out by Beaver, W. (1966) , Altman, E. I. 
(1968) or Ohlson, J. (1980). The study in business failure happened to a significant 
accounting and finance research area since 1960s. Based on the cash flow outline, Beaver 
carried out three different univariate analysis. (Bhunia, A. and Sarkar, R. , 2011 , p.2) 

Several prior research studies focus on financial predictors of hospital failure or hospital 
attributes. (e.g. Lynn, M.L. and Wertheim, P. (1993) ; Bazzoli, G.J. and Cleverley, W.O. 
(1994) ; Bazzoli, G.J. and Andes, S. (1995) ; Gardiner, L.R. et al. (1996) and Trussel, 
J.M. and Patrick, P.A. (2010))  

A research study by Lynn, M.L. and Wertheim, P. in 1993 provides an analysis of 21 
financial ratios to open and closed hospitals from 1984-1987. The best variable to 
predictive is Net income to total revenues. Gardiner, L.R. et al. (1996) investigate the 
ability of MDA to determine factors that may be used to accurately predict hospital 
failure. Their results show that discriminant functions based on a set of financial and 
nonfinancial variables provide the ability to predict hospital failure reliably for both non-
profit hospital and for-profit hospitals.(e.g. low profitability, low liquidity, high debt, high 
capital per bed , low occupancy rate or low market share)  In 2009, Trussel, J.M. and 
Patrick, P.A. also founded that low occupancy rate , low total revenues, low cashflow to 
debt and high charity care are significantly associated with business failure in their 
prediction model as well.  

2.2 Definition of business failure. 

Since we focus in business failure, bankruptcy or closure in this study, the definition of 
distress is important to our analysis. Brigham, E.F. and Gapenski, L.C. (1997, pp. 1034-
1035) are showed business failure in 5 levels e.g. economic failure , business failure , 
technical insolvency, insolvency in bankruptcy and legal bankruptcy. Beaver (1966) used 
legal bankruptcy, bond default and an overdrawn bank account to define business failure. 
Bazzoli, G.J. and Andes, S. (1995) use bond rating to define business failure. Thus, prior 
studies lack a strong theoretical framework. Thus, there are lots of causes of business 
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failure which included the liquidity, solvency, Economic failure , technical insolvency , 
insolvency in bankruptcy , legal insolvency and profitability position.  Business failure is 
a situation where an organization cannot meet nor has intricacies paying off its financial 
obligations to the creditors. By the way, government hospital in Thailand not to be 
bankruptcy organization or hospital closure because they have government subsidizes.  In 
this case, we used the income finance theory to define business failure. 

2.3 Theoretical approaches 

The income finance theory is strongly based on the sufficiency of income finance to cover 
expenditure. When this sufficiency is too limited, the firm will get indebted and fail due 
to the lack of finance. In this way, it is similar with the liquidity-asset theory that 
emphasizes the important of cash flows. However, in the income finance theory the 
determinants of this finance play the central roles. In 1991, Laitinen has developed an 
income finance theory and applied it to assess the power of financial ratios to predict 
bankruptcy. He showed that total revenue is a function of internal rate of return 
(profitability), growth, and the time lag between revenue and expenditure flows. This 
model shows that the firm can fail although its profitability is good. If the growth rate 
significantly exceeds the internal rate of return, the revenue flow can be insufficient to 
finance expenditure and the firm is unable to pay its obligations if it is heavily indebted. 
Laitinen applied a steady state approach and expanded the model to include indebtedness 
and liquidity. Laitinen (200, pp.5-6)  

2.4 Framework of the present analysis 

The present analysis is based on the income finance theory. It builds its motivation on the 
lack of theoretical analysis and the deficiencies in prior empirical research. We were 
classification failure hospital and not-failure hospital by used the income finance theory.  

 

 

 

 

 

 

 

 

 

Figure 1 Framework for the analysis based on the income finance theory. 

 

 

3. Empirical analysis of technical insolvency 

3.1 Description of the data 

The data onto the study include the population of government hospital in case of hospital 
in the Office of the Permanent Secretary for Public Health in Thailand which have accrual 
financial statement years 2000-2014. The populations are 864 hospitals. In the present 
study, 51 variables of financial, customer (marketing) and operation variables were 
selected among universally used in previous studies and from interview.  

3.2 Multiple discriminant analysis 

We were classify failure hospital and not-failure hospital by used the income finance 
theory that is 1) profitability, 2) growth of revenue per growth of expenditure , and 3) the 
time lag between revenue and expenditure flows. Cluster analysis is used to classify 
failure hospital (501 hospitals) and not-failure hospital (171 hospitals). 

Multiple discriminant analysis is a statistical technique used to reduce the differences 
between variables in order to classify them (failure hospital and not-failure hospital under 
the study) into a set number of broad groups. (Bhunia, A. and Sarkar, R. , 2011, pp.6-7) 
Hair, J.F. et.al. (2006) claimed that multivariate analysis concurrently examined several 
dimensions on every character or thing under study. This is prepared by the statistical 
judgment rule of maximizing the between group variance relative to the within-group 
variance and is articulated as the ratio of the between group to the within-group variance. 
A linear combination of the variables utilized is formed into an equation: 

 Z = a + b1 X1 + b2X2 + b3X3 +……………..+ bnXn 

 Where  Z = the score, 

  a = the constant 

  b = the discriminant coefficient 

  X = the independent variables 

 

MDA defines the discriminant coefficients and the discriminant score (or Z-value) along 
with a critical Z value (which is also estimated by the model) is used to classify the 
objects (firms). The model is a regression of a dummy dependent variable on a set of 
explanatory variables. (Grammatikos, T. and Gloubos, G. , 1988, p.425)  The dependent 
variable is dichotomous, taking the value of 1 for not-failure hospital and 0 for failure 
hospital. The model is of the following form: 

 Y = b0 + b1X1 + b2X2 + . . . +bnXn  

 where  X= a set of explanatory variables (in our case financial ratios) 

  Y = 1 for not-failure hospital 

  Y = 0 for failure hospital 
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4. Study and Finding 

From the numerous MDA runs, one discriminant model was selected derived from the log 
transformed values of each of the selected variables. To select the best discriminating 
variables a stepwise selection criterion is applied for MDA. 

Box's M test is used to see if another assumption of MDA holds: are the covariance 
matrices equals or not? The null hypothesis is that they are, the alternative hypothesis is 
that they are not. 

 

Table 3: Box's M 

Box's M 2316.789 

F Approx. 63.199 

df1 36 

df2 361528.816 

Sig. .000 

 

The p-value is 0.000. So no matter which a one may use, the chance is below it. Therefore 
there is significant enough evidence to reject the null hypothesis and to accept the 
alternative hypothesis. This means that the covariance matrices are not equal. So another 
important assumption of MDA does not hold. When the covariance matrices are not 
equal, a quadratic discriminant analysis becomes possible. This analysis does not force a 
linear formula and does not assume equal covariance matrices. However it did not 
perform better than the linear discriminant analysis and it is more complicated. So this 
study continued working with a linear analysis. 

For MDA the Wilk's criterion is applied, which is the overall multivariate F-ratio for the 
test of differences in the group centroids. The variable which maximizes the F-ratio also 
minimizes Wilk's lambda, a measure of group discrimination. 

 

Table 4 Wilks' Lambda 

 

Test of Function(s) Wilks' Lambda Chi-square df Sig. 

1 .903 67.918 8 .000 

 

Wilks Lambda (reported in Table 3) evaluates the overall discriminant function 
fitness.We obtain (0.903) Wilks Lambda, significant at 95% level of confidence that 
provide the evidence that our model has the potential to be applied practically. 

 

Table 5 Canonical Discriminant Function Coefficients 

 
Variable Unstandardized coefficient 

F4 8.573 

F10 -0.002 

F14 3.267 

F19 9.628 

F26 0.023 

F29 6.328 

C101 -0.749 

C8 4.131 

(Constant) -7.398 

 

where  F4  : Average net income(2 years) 

 F10  : Days cash on hand 

 F14  : Debt ratio 

 F19  : %IPD revenue 

 F26  : ROE 

 F29  : %Salary and benefit expense 

 C101  : Location (frontier and nonfrontier) 

 C8  : %UC revenue per total revenue 

MDA model unstandardized coefficients from the table 3 reveal that the results were 
Average net income (2 years) , Days cash on hand , Debt ratio , %IPD revenue , ROE 
,%Salary and benefit expense , Location and and %UC revenue. 

Table 6 Classification Results 

 

group Predicted Group 

Membership 

Total 

Failure Not failure 

Original Count Failure 345 156 501 

Not failure 63 108 171 

% Failure 68.9 31.1 100.0 

Not failure 36.8 63.2 100.0 

67.4% of original grouped cases correctly classified. 
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The Chosen Function 

The function derived from the data onto the year 1 model, after examining successive 
functions. This function is as follows: 

 ZY= 0.620 F4 - 0.300 F10 + 0.562 F14 + 0.756 F19 + 0.269 F26 + 0.431 F29 - 0.249 
C101 + 0.482 C8 

 

Table 7 Function at Group Centroids 

 

 Group Centroids 

Failure hospital -0.191 

Not-failure hospital 0.560 

 

Group centroids function determines optimum Z value based on which a firm is classified 
as failure hospital and not-failure hospital. Table 6 shows the group centroids were 
+0.560 for the failure hospital and -0.191 for the not-failure hospital. 

 

5. Conclusion 

Business failure has been an interesting topic among academics for many years, while 
research in the government hospital failure in Thailand is pretty limited. In this we 
identify the financial and non financial variable that are most significant in business 
failure prediction for the government hospital in Thailand using hospital in the Office of 
the Permanent Secretary for Public Health in Thailand which have accrual financial 
statement years 2000-2014. The populations are 864 hospitals.  

MDA model unstandardized coefficients from the table 3 reveal that days cash on hand 
and location (frontier and no frontier) have negative sign meaning that increase of this 
variable reduces discriminate score and increased probability of  being hospital failure. 
Contrary to such finding, Average net income(2 years) , Debt ratio, %IPD revenue, ROE, 
%Salary and benefit expense and %UC revenue per total revenue  have positive sign, 
meaning that increase of these variables causes increase of discriminate score and 
decreases probability of being hospital failure. The data onto the table 4 reveal that MDA 
model accuracy is 68.9% for failure hospital, 63.2% for not-failure hospital and 67.4% in 
total. The model achieved 67.4% prediction accuracy when it is applied to forecast 
bankruptcies on the underlying sample.  

Two interesting variables are days cash on hand variable and location (frontier and no 
frontier) variable. In private sector, days cash on hand variable are positive effect to 
business, but for Thai government hospital has negative sign meaning that increase of this 
variable reduces discriminate score and increased probability of  being hospital failure. In 

accounting report on the government hospital in Thailand related short term cash and long 
term cash (cash for long term investment i.g. to construct building) , that is burden on the 
government hospital in Thailand. If the hospital has much long term cash, the hospital 
must burden with cash up revenue covered future expenditure. For location (frontier and 
no frontier) variable, if the hospital located in frontier area, increased probability of being 
hospital failure. 

 

6. Future directions 

The results of our research are subject to a limitations. We could not founded any variable 
especially customer/market variables or operating variables (e.g. for customer/market 
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Abstracts 

Nutritional Supplement Business is steadily increasing growth rate because of the 
healthy preventative trend in B.E. 2 0 1 0 .  The value of the market supplement is 2 6 .6 
billion baht with the average of growth rate 5  percent per year, the value of herbal 
supplement products are stable at 1 2  billion baht. Supplement market has expanded for 
both of new product development terms and entrepreneurs. Consumers have increased the 
demanding behavior in other aspects to respond the expectation of consumers who are 
much more complicated. So, marketing mixes are the influence factor to consumer’s 
satisfaction. This article is compiled and presented about influence of marketing mix to 
expectation and affects consumer satisfaction of Herbal supplementary. The substances 
are from the reflection on article and related research 39 editions. 
Keywords: 1) Marketing Mix 2) Customer Expectations    3) Customer Satisfaction   
                    4) Herbal Supplements Products  
 

Introduction 
Owing to the economic and society conditions, including the technologies have 

constantly changed and affected consumer behavior. Consumers responsiveness are more 
complex whether it is shopping for daily life, producers have to understand and stipulate 
the appropriate for consumer behavior to meet much of them. Most products rely on a set 
of options or products and services offering that increase the validity of consumers 
(EXIM E-News: Export-Import Bank of Thailand, March B.E. 2014). As a result, there 
are several of competitive business environments as for consumer demand in a timely 
manner. Productivity is amount of goods and services include various format of 
distribution, it is competitive advantage in fast. 
 Business can qualify to the current market; there is more chance of success than 
the battlefield marketing. To listen and keep up with changing and thinking of consumer 
behavior are able to make the business to grow in a sustainable manner. Consumer 
empathy is always to be noticed how do they change and what do they need from 
producers. Nevertheless, producer tried to adapt or alter business to get more consumer 
expectations when they knew about consumer demand. Nowadays, our business can 
thrive in the midst of market changes only (INC Equity Magazine retrieved from 
http://incquity.com/articles/changing-behaviour-consumers). 
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If the producer does not have a marketing strategy in line with changing consumer 
behavior at the present time. It may result in a business which cannot be steady growth. 
Not being clear of your business plan, Non-systematic planning, Non good marketing 
strategies and inappropriately predictions competition (Ryan et al., 1999), these are the 
factors that contribute to business failure. So, a good marketing strategy is one of factors 
conducive to sustainable growth. 

There is much significance of marketing instruments but it is to be mentioned 
about the marketing mix. Producer often uses for responsiveness the target marketing 
objectives (Philip Kotlor, 2003). The marketing strategy is the concept of Philip Kotlor, it 
is to demand response, consumer expectation and consumer satisfaction;   moreover, it is 
also the fundamental importance of marketing works. The definition of marketing mix is 
efficient analysis of demand process, consumer expectation and consumer satisfaction.  
Such information can be used to determine marketing strategies which contribute to 
respond consumer expectation, it is caused by several factors. Both inside thinking and 
external surrounding, the elements are the higher levels of satisfaction, expectation are 
too high (Wuttivong  Kaewdaipan, B.E. 2008). 

Consumer satisfaction will occur after the consumer had purchased and consumed 
and consumers will be making the post purchase assessment that can solve a problem or 
meet the demand.  How much is enough to satisfy, they evaluate the product quality with 
expectation and satisfaction; then, they will show a high probability of their purchasing if 
they are satisfied (Chi&Qu, 2008). Consumer satisfaction is importance of marketing 
process as sources of word of mouth advertising and it can also help on buying habits 
(Arnould, E., Price L., Zinkhan, G. 2004). Consumers continue purchasing behavior 
because they have got repeatedly a great experience that it towards developing a sense of 
loyalty (Churchill, Gilbert, A,, JR.,and Peter, J.P., 1997). 

To consider the demand and demographics characteristics, they will always result 
in increasing the growth market. Change in the population, especially the elderly is based 
on future growth. The survey found that consumers over the age of 65 are the most 
promising markets of healthcare that they prefer to consumption of supplements. 
Therefore, the pharmaceutical investment trusts and research to the prevention and 
treatment of chronic disease. Indeed, it is highly significant source of future growth (Prin 
Luksika eye view, B.E. 2013). 

For manufacturing industry,Supplements are very high growth rate in Thailand to 
sustain the current consumption of dietary supplements. In B.E. 2553, Euromonitor found 
the information that the common market of supplements of Thailand, the market value is 
estimated at 26,600 million baht and there is the average of growth rate 5 percent per year 
(Sayan Tanpanich, B.E. 2012), the value of herbal or traditional products are stable at 
12,000 million baht (Napawan  Songprasertkul, Thai Post, B.E. 2012).  However, the 
study found that the Nutritional Supplements Companies are the top 10 in Thailand, in 
2010-2012 is the highest annual income of over 1,000,000,000 million baht. There are 6 
companies that originated in Thailand and 5 foreign countries companies (Market 
Analysis, B.E. 2013). 

According to the Dietary Supplements market, it can be seen that market is 
expected to grow at a high level and keen competition. The report also found that 
supplement companies in Thailand are originated in foreign countries 45 percent. In 
2010-2012, Amway (Thailand) Ltd. is American national company and top selling 
distributors over 3 years. Thus, we are interested in successful dietary supplements 
companies as guidelines to Thai national company to study the successful in business. 
Study of marketing mix to meet the demand and satisfaction to be expectation of target 

group. Study of marketing mix is to meet the demand and satisfaction to succeed in 
business of target group that aims to sustain and grow more selling. 

 
 

Business of Dietary Distilled Plants Supplements in Thailand 
 Dietary Supplements were born in the United States of America and in B.E. 1986 
are widespread into Thailand due to the economic circumstances are getting better and 
the moderately rich will maintain their health, so there is a various types of supplements 
are flowing on market in Thailand (Fahpaew Runghirun, B.E.2005). 
 As Food and Drugs Administration (FDA), A Dietary Supplement is referred to a 
product intended for ingestion that contains a dietary ingredient intended to add further 
nutritional value to the diet.  A dietary ingredient may be one or any combination of the 
following substances of vitamin, mineral, herb or other botanical, amino acid. A dietary 
substance used by people to supplement the diet by increasing the total dietary intake a 
concentrate, metabolite, constituent, or extract. 

Dietary Supplements may be found in many forms such as tablets, capsules, soft 
gels, gel caps, liquids, or powders. Some Dietary Supplements can help ensure that you 
get an adequate dietary intake of essential nutrients; others may help you reduce your risk 
of disease (the Food and Drug Administration, B.E. 2010). 

 Alan Logan, ND., Prof. is a faculty member of Harvard's School of Continuing 
Medical Education (HMS-CME). He has divided into four categories: Multivitamins are 
a combination of many different vitamins and minerals that are important to be taken each 
and every day.  Probiotics are live bacteria and yeasts that are good for your health, 
especially your digestive system. Herbal is supplements which distilled from embryo 
(leaves), root, stem, leaves and flowers. For example, pellet-induced turmeric and ginkgo 
leaf extract. Amino acid is made up of protein; they are furthermore essential for healing 
wounds and repairing tissue, especially in the muscles, bones, skin and hair as well as for 
the removal of all kinds of waste deposits produced in connection with the metabolism 
(Institute for Learning Innovation and Development) 

Currently, most people always take the supplements produced from natural 
because it does not have the side effects from synthetic as accumulated in the body and it 
can also absorb to be instantaneous use, especially with biologically qualification of 
dietary supplements are useful for body; for instance, antioxidant supplement and 
stimulate the immune system to body (Institute of Scientific and Technological Research 
 Manufacturing of dietary supplements is high growth rates in Thailand; it is to 
handle the intake of dietary supplements. From the data, Euromonitor found that the 
common market of supplements in Thailand, the total market value (in B.E. 2555), and 
the value of herbal or traditional products are stable at 12,000 million baht (Napawan  
Songprasertkul, Thai Post, B.E. 2012). 
 In Thailand, Supplements is good and popular; firstly, it helps in blood circulation 
because the heart disease is one of top 5 causes of death. Then, it helps weight control 
that obesity is the leading cause of health and disease problems. Women today are praised 
and idolized for having a slim, they are believed that will make to them look more self-
confidence and good-looking. In addition, it also helps lose weight and burn fat, so it 
leads to have the good market trend in Thailand. Finally, vitamins, minerals and 
supplements help to maintain the body balance. This is because the cost of medical care is 
increasing trend, it causes of preventive medicine and strength bodies are preferred 
(National Science and Technology Development Agency: Annual General Meeting 
NSTDA in B.E.2013 retrieved from http://nstda.or.th).  
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 Likewise, the government has supported the manufacturing of plant extracts 
supplements business such as the Ministry of Public Health specifies the Strategies of 
Research and Development of herbal in Thailand. In B.E. 2013-2010, the strategies of 
research are the herbal research and development to be potential for use as dietary 
supplements (Department for Development of Thai Traditional and Alternative Medicine, 
Ministry of Public Health in B.E. 2012). And Ministry of Industry specified the SME 
program to world stage to support the production and export of herbal not food (raw 
materials of supplements is made from herbal extracts) (Office of Small and Medium 
Enterprises Promotion, Ministry of Industry in B.E. 2013). 
 In summary, the overall of manufacturing for herbal supplement extracts on 
market is likely to be sustainable high rates of economic growth in the future. 
 
 Marketing Mix 
 The Marketing Mix is a set of controllable variables that the firm can use to 
influence the buyer’s response (Kotler, 1997) 
 The elements of marketing mix define “Product" as anything that can be offered 
to a market for the attention, acquisition or consumption that might satisfy a want or need.  
“Price” is the amount the consumer must exchange to receive the offering. “Place” is 
known as channel, distribution, or intermediary and includes the company activities that 
make the product available to target consumers. “Promotion” is the persuasive 
communication about the products that includes all of the activities marketers undertake 
to inform consumers about their products and to encourage potential customers to buy 
these products. (Kotler, 1997). Furthermore, In 1999, Peck, Payne and Christopher & 
Clark discussed more additional 3P elements marketing mix with their ideas that are 
created to sustain the value in the eyes of consumer as well as 7Ps composed of  “People” 
is anyone who comes into contact with your customers will make an impression and that 
can have a profound effect on consumer satisfaction. “Process” is the way in which a 
service is delivered to the end customer for impression and satisfaction.  “Physical 
Evidence” is about where the service is being delivered from. It is particularly relevant to 
retailers operating out of shops. 
 The marketing mix is the marketing stimulus that happens as consumer thinking. 
Marketers can control or encourage stimulating the buyer responses or judgment in 
consumer purchases.   
 As theory models and stimulation (S-R Theory), It determined that the marketing 
mix is an external stimulation for consumer demand. It is the inducement to consume the 
goods by rationalization and persuasion to buy in rational appeal and psychology. (Kotler, 
2003). 
 It is said that marketing mix is stimulated consumption supplements behavior that 
comply with research of Rakkiat Jiruntorn (in B.E. 2007), Kannika Tunna (in B.E.2009), 
Panthip Sittipanya (in B.E. 2010), Pavinee Tontiphati (in B.E.2011), Phurapat 
Harnkraipong (in B.E. 2011), Aoranong  Laotrakul (in B.E. 2011), Sukanya Riangkruea 
(in B.E. 2011), Jitttima Singvechsakul (in B.E. 2012), Siriwan Lertssuchartavanicj (in 
B.E.2014), Saipin  Visanyangkul.  They have studied the marketing mix influences that 
affect feeding behavior. It is concluded that marketing mix in product, price, and 
distribution channels. promotion, people, process and physical evidence affect dietary 
supplement consumption. Consumer will consider from properties, quality, package and 
brand that product must have a good standard and certified by trusted organization. Price 
should be appropriate with value and give priority to customers who have to get the good 
offers from the sales person. 

 After consumers had already bought and consumed, they recognize the products 
that can whether they solve a problem or meet the demand.  They will evaluate product 
performance in case of their expectations. What if the outcome is lower than our 
expectation, the result is dissatisfaction. (Blackwell, Miniard, & Engel, 2006). The source 
is from the salesperson and other information. If the advertisement is over exaggerated, 
consumer might have over expectation and they are dissatisfied. (Schiffman and Kanuk, 
2004). 
 Consequently, marketing mix is associated with consumer expectations that 
comply with Thammamon Kunnarattanakorn’s research (in B.E. 2014), who had done the 
research about influence of marketing mix and the product images. The cultural tourism is 
loyalty of tourism services, it is to study the cultural of foreigner tourists. From the 
research is found that the marketing mix influences the direct positive effects of 
expectation to foreigners in cultural tourism. It also influences the indirect services which 
transmitted the expectation and satisfaction in cultural tourism services. Napat 
Taweesangsiri (in B.E. 2013) had made the research regarding consumer expectations of 
service for marketing mix. Spa business is the image of service behavior that is found 
from research that the population characteristics are expected to the differences of 
marketing mix. Then, The expectation of the group per factors of marketing mix in 
product (service), price, physical environment, promotion and process which are related 
to the image of spa business on eye sight of customer in Bangkok. Finally, the factors of 
marketing mix on eye sight of customers are related to service behavior of spa in 
Bangkok.  

The marketing mix consistents of the research of Wilailak  Thongpun (in 
B.E.2003), which is also related to the consumer satisfaction. It is associated with 
satisfaction and consumption behavior in dietary supplements for the beauty consumers in 
Bangkok. The research is found that we are pleased in the products as linearly correlated 
with overall satisfaction with supplements consumption to the most of beauty. The second 
is to say the satisfaction with distribution channels, satisfaction with the price and value, 
the satisfaction with promotion does not have relationship as linear with satisfaction with 
supplements consumption to beauty. 

Narit Wongmonta (B.E.2011), who had done the research of the marketing mix to 
consumer satisfaction in the domestic airline, Thai Airways International Public 
Company Limited (Thailand) in Bangkok. The research is showed that marketing mix of 
product, price, distribution channels, promotion, process and physical evidence that are 
related with consumer satisfaction in the same direction in very high levels. The staffs do 
not have the relationship to satisfaction with research of Mr. Prapun  Taewkratai (in 
B.E.2013), who had done the research about satisfactions. It acts on the marketing mix of 
customers who use the services from Kasikorn Bank Si Yeak Ratchawong Sub Branch; 
the research shows that the marketing mix of product, price, place, promotion, people, 
process and physical evidence are related to customer satisfaction of bank services. 

To summarize, the marketing mix of product, price, distribution channels, 
promotion, people, process and physical evidence affect consumers and supplements 
behavior with expectation and satisfaction of consumers also. This is because consumer 
will evaluate the product performance in case of their expectations after they had 
consumed and they will be satisfied if the results are in line with their expectations.  

 
Expectations of Consumer 

Expectation is individual thought, belief, need, aspiration and feeling which 
towards anything. So, forethought is thinking or planning out in advance that might be 
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marketing mix. Then, The expectation of the group per factors of marketing mix in 
product (service), price, physical environment, promotion and process which are related 
to the image of spa business on eye sight of customer in Bangkok. Finally, the factors of 
marketing mix on eye sight of customers are related to service behavior of spa in 
Bangkok.  

The marketing mix consistents of the research of Wilailak  Thongpun (in 
B.E.2003), which is also related to the consumer satisfaction. It is associated with 
satisfaction and consumption behavior in dietary supplements for the beauty consumers in 
Bangkok. The research is found that we are pleased in the products as linearly correlated 
with overall satisfaction with supplements consumption to the most of beauty. The second 
is to say the satisfaction with distribution channels, satisfaction with the price and value, 
the satisfaction with promotion does not have relationship as linear with satisfaction with 
supplements consumption to beauty. 

Narit Wongmonta (B.E.2011), who had done the research of the marketing mix to 
consumer satisfaction in the domestic airline, Thai Airways International Public 
Company Limited (Thailand) in Bangkok. The research is showed that marketing mix of 
product, price, distribution channels, promotion, process and physical evidence that are 
related with consumer satisfaction in the same direction in very high levels. The staffs do 
not have the relationship to satisfaction with research of Mr. Prapun  Taewkratai (in 
B.E.2013), who had done the research about satisfactions. It acts on the marketing mix of 
customers who use the services from Kasikorn Bank Si Yeak Ratchawong Sub Branch; 
the research shows that the marketing mix of product, price, place, promotion, people, 
process and physical evidence are related to customer satisfaction of bank services. 

To summarize, the marketing mix of product, price, distribution channels, 
promotion, people, process and physical evidence affect consumers and supplements 
behavior with expectation and satisfaction of consumers also. This is because consumer 
will evaluate the product performance in case of their expectations after they had 
consumed and they will be satisfied if the results are in line with their expectations.  

 
Expectations of Consumer 

Expectation is individual thought, belief, need, aspiration and feeling which 
towards anything. So, forethought is thinking or planning out in advance that might be 
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impossible happening as you thought, in order that expectation will be depended on 
individual needs and according to the experience. (Blair, 1996). 

The influential factors of consumer expectation are the differences in personality 
needs that depend on personality characteristics and environmental attitudes, they are the 
cause of consumer individualization who might have the differences in the basic needs 
and might be an element to control the levels of expectation. The second is as consumer 
past experiences that are caused of learning and retention. Then, word of mouth is an 
interactive process such that customers are collaborating with the business, product or 
service for which they have derived enough satisfaction that they are willing to speak out 
about it and even recommend it to others which also affects expectation. Finally, the 
communications have many revolutionized ways to customer such as public relations, 
personal selling are good images that act upon the consumer expectation. (Parasuraman, 
A., Zeithaml, V.A.,&Berry, L.L. ,1985).     

All of four factors are influential to consumer expectation, it is noted that the 
marketing mix affects the aspiration of consumer, especially promotion on marketing mix 
because of the advertising and public relations from facilitator organization to consumers. 
It is to produce the good image for selling support that there is the importance of 
consumer expectation in services. However, marketers have to respond the expectation 
which is suitable for the temptation of selling support to achieve as expected. (Neal, 
Quester and Hawkins, 2002). 

The Consumer will expect before buying. If the product is more useful than they 
expect, the consumer will more satisfy. But if the product is less useful than they expect, 
the consumer feel dissatisfied (Oliver, 1980; Bowen & Chen, 2001). The consumer will 
not evaluate the basic of product but they might compare to the work they expected. 
Therefore, the product which was chosen before buying can respond to their expectation, 
the result will be satisfaction. On the other hand, What if they choose before buying and 
cannot respond to their expectation, the result is dissatisfaction (Sheth et al., 1999) which 
is agreed with the research belongs to Pakapol Utarathong (in B.E.2552). The title is The 
Expectation and Satisfaction to the service of Thai Samsung Electronics Co.,Ltd in 
Bangkok. The result of the research is the expectation from the customer who gets the 7 
services from Employee, Place, Convenience and Readiness, Information Providing, 
Expense Price, Service Quality and Coordination. Service is correlated with the 
satisfaction to the service. The research of Patcharee Masim (in B.E.2012) is about the 
expectation and satisfaction of the consumer to Est Soft Drink in the district of Hua Hin, 
Prajuabkirikhan. The result of research is the consumer expects to the product, price, 
place and promotion more than the satisfaction to consume. The reason is the consumer 
expects the new products will be better than the old one which the manufacturer should 
adjust the product for more satisfaction to the consumer. 

The research belongs Panarat Lim (in B.E. 2014) is about the needs, expectation 
and satisfaction to use the benefits from Facebook to buy the facial cosmetics for teenager 
in Bangkok. The result of research found that the different  Gender, Age, Career, 
Education Level and Monthly Income is not effected to marketing mix and the 
expectation to get the benefits from Facebook. Marketing Mix information requirement 
and the expectation of Facebook usage are related with the satisfaction of Facebook usage 
are the same direction. And the research of Sujitraporn Juspalo (in B.E. 2013) is about the 
expectation and satisfaction to the tourists to the Tourist Sites in Songkhla. The result of 
research found that the average scores of the expectation and satisfaction of the tourists in 
Songkhla is at high level but the score of satisfaction is lower than the expectation in 
overall. Lower Score of dissatisfaction may come from the perception of the tourists 

before they are coming because they know that Songkhla is the famous tourist sites in 
long ages. That makes the tourist over expect before going but when they are in the place, 
there is some uncontrollable problems like the bad road, traffic and the cost of living and 
product price are higher than before that’s make the tourist’s satisfaction is below than 
their expectation. 
  From the review of the research was summarized that the expectation of the 
consumer relates with the consumer satisfaction. The reason is after consumption, the 
consumer can evaluate the products with satisfaction.  
 
 

Satisfaction of Consumer 
Satisfaction is the one factor which effects to the success efficiency from the 

feedback of the motivation or each need in the way their request. (Prapairat  Waitayakul 
and Team, in B.E. 2011) 

“Kotler and Armstrong” (2002) stated that the satisfaction happens on the 
customer when gets the products or services and relates with the expectation before 
receiving the products or services. If the product or service is lower than expected that is 
dissatisfaction. If the product or service is over expectation, it will be more satisfaction.  

Siriwan Serirat and Team (in B.E. 1988), stated that customer satisfaction is the 
level of feeling which comes from the comparison with the benefits of the products or the 
quality and the expectation of customer which is different with the benefits of product and 
each expectation. Expectation is from the experience and knowledge in the past of buyer. 
Marketer and other departments whom it may concern have to attempt to build up the 
satisfaction to customer by value adding. Manufacturing and marketing including having 
team coordinate with other departments by total quality, competitive differentiation, cost 
and price. 

After buying, consuming, the consumer can realize how to solve the problem, the 
consumer can evaluate their satisfaction as the theory of consumer satisfaction evaluation 
which the function is Expectation is E, Perceived Performance is P, being able to build up 
the Satisfaction (S) as the equation of Panisa Meejinda (in B.E. 2010). 

 
 
 
 
 
Comparison with the performance of the products as customer expectation having 

3 levels as below; (Phibul Teepapal, in B.E. 2006) 
1. Performance is lower than expected, customer feels dissatisfied. 
2. Performance is as same as customer expectation, customer feels satisfied. 
3. Performance is over expected, customer feels highly satisfied or delighted. 
 

The Effecting Factors for Satisfaction 
Factors which is effected to satisfaction (Anake Suwanbundit and Pasakorn 

Adulpattanakij), consisting of  
1). Product which is quality as the consumer need.    2). Price and Service Charge is from 
quality evaluation and product design comparing to the price and service charge that the 
consumer spends the money suit with the quality of the product and willingness to pay of 
the consumer.  3). Place which is a must for the Manufacturer to find the place where is 
easy to access and very convenient for the consumer.  4). Promotion and providing the 

Satisfaction (S) =  
Perceived Performance (P) – Expectation (E) 
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positive information to the consumer both of quality of the products and image of the 
products goes through other media to the consumer for purchasing decision.  5). Service 
Giver, the manufacturer must present their service behavior and offer with their service 
minded. 6). Environment of the service, the manufacturer has to create the nice place, 
zoning the properly area as a good image to the consumer.  7). Procedure of service, 
Mostly Manufacturer aims to service management efficiency and can be served to 
customer very well by professional people and technology. 

Satisfaction or Dissatisfaction to the products influences with the consumer 
behavior. If they satisfy, its word of mouth Chi & Qi, 2008) and its high possibility to 
repeat purchasing. Marketer stated “Our Advertisement is the best to satisfy our 
customer” (Schiffman and Kanuk, 2004).  Satisfaction or Dissatisfaction will influence 
with the purchaser behavior in the future. If they dissatisfy will feedback in different way, 
They might stop using the product or return or using the sum of people (Strydom et al., 
2000). 

This idea conforms to the research of Wilailak Thongpan (2003) in the subject of 
The Satisfaction and Consumer Behavior of Dietary Supplement Products in Bangkok. 
The research is (1) the satisfaction of the product, price and worthiness are related as 
middle level to the purchasing behavior. Product of Dietary Supplement is the same 
direction of the promotion but the satisfaction distribution is low related to the purchasing 
behavior.  
(2) The Consumer who satisfies the products has a loyalty trend to the products to 
recommend to other friends to buy. The Consumer who satisfies in the promotion has a 
trend to repeat purchasing and there is a trend to recommend to someone and other 
friends to buy but it’s not affected to change to try other dietary products. 

From the review of the concerned research, The Satisfaction of the consumer 
influences with the behavior to repeat purchasing and recommend to other in the future. 

This article presents the importance of the Marketing Mix which expects to the 
consumer’s satisfaction of the Plants Extract Dietary Supplement products in Thailand. 
The variable which effects directly to the consumer satisfaction of the  Plants Extract   
Dietary Supplement products in Thailand is Marketing Mix (Product), Price , 
Distribution, Promotion ,People, Procedure and Physical. Furthermore, Marketing Mix 
indirectly effects to the satisfaction passing the consumer expectation which this article is 
context of the Plants Extract Dietary Supplement products in Thailand. 

The Review of the concerned literature found that the marketing mix has positive 
influence with the consumer expectation. The marketing Mix especially the promotion the 
reason is the Advertisement and Public Relation from the Organization  who provides the 
service to the consumer in different styles for the better image to promote the selling 
which influences to build the expectation of the consumer. Consumers who more satisfy 
but the product has less benefit than their expectation, the consumer will dissatisfy. 
Customer Satisfaction is importance base in marketing. 

Therefore, the manufacturer should emphasize: Marketing Plan Strategy Plan 
which is efficiency by using the marketing mix as a tool to respond the marketing goals, 
to respond the expectation and to build the satisfaction to target customer. Efficiency 
Marketing Mix Plan should have needs analysis procedure, the consumer expectation by 
analyzing personal characteristic, environment and previous experience of the consumer 
including the analysis of the styles of communication. All these factors is concerned to 
customer satisfaction as product Quality , Pricing suiting with quality, Place , Promotion , 
Service-minded , Selling Environment and Service Management to serve to the customer 
correctly and with quality. 

The Manufacturer who can accept and cope with the behavior change and the 
consumer’s Idea always care of the consumer will realize the consumer expectation and is 
ready to adjust the marketing strategy to respond more satisfaction to the consumer that 
will make the business goes on very long lasting 
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ABSTRACT 

This research aimed to study of characteristics of the graduates in lower undergraduate 
level in business administration. The qualitative approach was used and data were 
collected through in-depth interviews. The sample comprised 108 managers or 
department heads of enterprises in the eastern region of Thailand. Data were analyzed by 
means of content analysis. 

The findings from the interview reveal that desirable characteristics of the graduates in 
lower undergraduate level in business administration according to the opinion of the 
entrepreneurs are 1) knowledge, 2) intellectual skills, 3) ethics, morality, and virtue, 4) 
interpersonal relationship and responsibility, and 5) profession-related skills. 
 
Background and Rational 

In his reign, his Majesty the King gave a speech on an occasion of his Birthday on 
December 4, 2003, and one important issue quoted was "To develop well-being of 
citizens, the authorities have to develop not only their career but also their education. 
Don’t let old rural people just grow and watch their vegetables, nuts, and sesame for their 
grandchildren. The authorities should enhance their well-being by providing them with 
better education because if people don’t have education, they cannot work. I mean we 
have to promote all levels of education.  The authorities have to develop the education 
and we need to develop it to the high level of advanced scientific education. If there are 
no primary schools or kindergartens, it is impossible to make Thai people to develop 
themselves to study in more advanced classes. If they have a chance to study in higher 
level education, they would not understand much without basic knowledge. I believe that 
now our education is not good enough. Advanced education requires sufficient 
foundation. If people don’t have any background knowledge, they cannot study.” (Golden 
Jubilee Network, 2013).We can see that our King puts an emphasis on education to 
develop people’s professions and well-beings. If we don’t provide good basic education, 
we cannot promote high level professions. From the King’s speech “If people have poor 
education, they cannot work”, it shows that he puts an emphasis on the quality and 
standard of education. The government should develop the education starting from 
primary education which includes kindergartens and primary schools. Therefore, there 
should be educational reform to make the education have higher quality and standard. 
Therefore, there should also be the system of quality and educational standard.  

During 10-year period, globalization has had an important role to change many things 
such as the changes in information technology, culture, society and the environment. 
These changes can affect the system and the needs of the labor market in both domestic 
and international markets. Therefore, to improve the skills of the workforce to keep pace 
with these changes, the quality management of vocational courses is so important. When 
the Free Trade Areas have been announced in all the countries all over the world, this 
results in the free movement of workers (Mobility) from one country to another country. 

This makes the labor market larger and more competitive. This also enables both 
domestic and international companies to have more opportunities to choose workers that 
are better qualified, knowledgeable, and have more professional skills. In fact, these 
workers are highly demanded (Duangnapa Mokaranuwat, 2011). 

From the problems mentioned above, the researcher has been interested in studying the 
needs of enterprises and the desirable characteristics of the graduates studying business 
administration in lower-level than that of the bachelor's degree.  
 
Research Objectives 
To determine the needs of enterprises and the desirable characteristics of the graduates 
studying business administration in lower-level than that of the bachelor's degree.  
 
Conceptual Framework 
To study the needs of enterprises and the desirable characteristics of the graduates of 
business administration in lower-level than that of the bachelor's degree, the researcher 
interviewed establishments’ entrepreneurs  in the eastern region about the desirable 
characteristics of the graduates completing the diploma in business administration and 
working in five departments, namely Human Resources, Accounting / Finance, Marketing 
Department, Computer (Technology) Department, and  Secretary / General Management. 
The results, which were based on the interviews with the companies’ administrators about 
desirable characteristics of the employees in five divisions in the company, could be used  
to develop the educational system of business administration curriculum in five subject 
areas including human resource management, accounting, marketing, computer science 
and business administration to meet the needs of enterprises. 
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This makes the labor market larger and more competitive. This also enables both 
domestic and international companies to have more opportunities to choose workers that 
are better qualified, knowledgeable, and have more professional skills. In fact, these 
workers are highly demanded (Duangnapa Mokaranuwat, 2011). 

From the problems mentioned above, the researcher has been interested in studying the 
needs of enterprises and the desirable characteristics of the graduates studying business 
administration in lower-level than that of the bachelor's degree.  
 
Research Objectives 
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studying business administration in lower-level than that of the bachelor's degree.  
 
Conceptual Framework 
To study the needs of enterprises and the desirable characteristics of the graduates of 
business administration in lower-level than that of the bachelor's degree, the researcher 
interviewed establishments’ entrepreneurs  in the eastern region about the desirable 
characteristics of the graduates completing the diploma in business administration and 
working in five departments, namely Human Resources, Accounting / Finance, Marketing 
Department, Computer (Technology) Department, and  Secretary / General Management. 
The results, which were based on the interviews with the companies’ administrators about 
desirable characteristics of the employees in five divisions in the company, could be used  
to develop the educational system of business administration curriculum in five subject 
areas including human resource management, accounting, marketing, computer science 
and business administration to meet the needs of enterprises. 



The 5th Business, Economics and Communications International Conference, 2015 
   

152

 
Five divisions that the graduates with the desirable characteristics work in the enterprises 
were as follows: 

1. Human Resource Management 
2. Accounting & Finance 
3. Marketing 
4. Computer Science  
5. Secretary/Business Administration 

 
 
 
 
 
 
 
 
This was the number of managers / supervisors of 5 different divisions of the 
establishments who were interviewed about the needs of the desirable characteristics of 
the graduates of Business Administration in lower-level than that of the bachelor's degree.  

Human Resource Department    22 people 
1. Accounting and Finance   22 people 
2. Marketing Department    20 people 
3. Computer Department   21 people 
4. Secretary and General Management 23 people 

                Total         108 people 
 
    
 
 
 
 
Five disciplines of Business Administration involved in the desirable characteristics that 
the establishments need from the graduates in business administration in lower-level than 
that of the bachelor's degree  

1. Human Resource Management 
2. Accounting  
3. Marketing 
4. Computer Science  
5. General Management 

 
 

Figure 1 Conceptual Framework 
 
The research questions 
 What are the guidelines of the desirable characteristics that enterprises need 
from graduates in business administration of lower-level than bachelor's degree?  
 
Benefits from the research 

The results of the study would be used to develop the desirable  

characteristics that the enterprises need from graduates in business administration of 
lower-level than bachelor's degree.  
 
Documents and related research 

From the concept of quality education of Gordon & Parlington (1993; cited in Rowley, 
1997, p 8), the quality education refers to the process operated by the institution to help 
the students learn effectively according to academic standards to achieve the purpose of 
the study. Cheng & Tam (1997, p 22-31) also defined the quality education as the 
management of education that met the need of the students’ expectations and satisfaction 
and the labor market. In addition, Weerayut Chatakarn (2012, p135) stated that the quality 
education referred to the features of education that met the standards of the program, 
which contributed to the effectiveness and efficiency by considering from the 
performance indicators that were consistent with the features that had been prescribed. 
The educational quality had to bring satisfaction to the service users, students and parents. 
The educational quality was also a response to the needs of society that required 
graduates with knowledge and ability. 

In conclusion, quality education refers to education management that brings various 
factors to make the education standard and suitable and to make the qualified students 
with learning achievement and with the features required by service users. 

Duangnapa Jan Makaranurak (2001) studied the vocational scenario of Thailand in the 
next two decades (2001-2021) through research EDFR (Ethnographic Delphi Futures 
Research), and she concluded that Thai vocational education within the next 10 years 
would face many important trends such as globalization, international trade competition 
and the FTA (Free Trade Area). In addition the most important event would be ASEAN 
(ASEAN Community) that would take place in the year 2015. This would cause the free 
mobility of labor in the member countries. Therefore, Thailand had to be prepared to 
provide people with vocational training. 

The government should recognize and give priority to the vocational education seriously. 
It should be designated as a national policy to determine the role of all agencies involved 
to work together consistently and seriously.  The learning and teaching should focus on 
practices and the instructions should cooperate with the establishments to provide 
opportunities for students’ internships so that the students will experience what they have 
to do in actual career situation. There should be bilateral development for the proper, 
obvious and serious study plans. Teachers should be knowledgeable and have profoundly 
skillful experiences in the subjects they teach. They should be spiritual teacher and have 
ethics and they should also be able to explain difficult contents to be the simple ones. It is 
important that teachers can improve their knowledge and develop themselves to keep 
pace with technology changes constantly. The teachers are the key to build educated 
people and if they love and take pride in their profession, they should be rewarded with 
good welfare according to their ability. In addition, from the study of the trend of 
vocational education in Thailand within 10 years, there should be the development in 
eight aspects as follows: 1) The characteristics of graduates: the students must be capable 
of professional skills, industry knowledge, life skills, and characteristics, and they should 
have a positive attitude towards work. 2) The teaching: the courses must meet the needs 
of the labor market. There should be a variety of the courses. The study should be both 
formal and informal and should have bilateral cooperation so the teachers can transfer 
their experiences through distant-learning methods of teaching. Teaching methods should 
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characteristics that the enterprises need from graduates in business administration of 
lower-level than bachelor's degree.  
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with learning achievement and with the features required by service users. 

Duangnapa Jan Makaranurak (2001) studied the vocational scenario of Thailand in the 
next two decades (2001-2021) through research EDFR (Ethnographic Delphi Futures 
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mobility of labor in the member countries. Therefore, Thailand had to be prepared to 
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It should be designated as a national policy to determine the role of all agencies involved 
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to do in actual career situation. There should be bilateral development for the proper, 
obvious and serious study plans. Teachers should be knowledgeable and have profoundly 
skillful experiences in the subjects they teach. They should be spiritual teacher and have 
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pace with technology changes constantly. The teachers are the key to build educated 
people and if they love and take pride in their profession, they should be rewarded with 
good welfare according to their ability. In addition, from the study of the trend of 
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be flexible according to technology, students, and enterprises as well as the context 
changes. 3) Teachers: Teachers need to know the potential of the individual student and 
should have good practical experience and professional knowledge in their teaching field. 
They can also produce texts themselves.  4) Cooperation: There should be the 
cooperation from all relevant authorities, particularly the establishments, including the 
involvement of local and regional authorities. 5) The standard: It is required to have the 
establishment of professional qualifications in order to set professional standards which 
will be career path in each occupation and should be consistent with wages and skills.  
6) The support of the government: The government should give priority to vocational 
education seriously and should have the clear policy. 7) Values in vocational education. 8) 
Management: Management should be independent and the government requires 
vocational colleges to produce bachelor's degree in manufacturing technology or 
operational fields of studies. It can be seen that there has been the connection of serious 
and constant cooperation in all sectors to contribute to the future of Thailand vocational 
development of a skilled workforce quality to meet the needs of both domestic and 
international enterprises and to have competitive advantage. Despite the expansion of free 
trade in any levels, the quality of Thai vocational education will be clear and desirable not 
only in this decade, but it will also pave the way for the vocational development. It also 
contributes to the quality of life, family, society and the quality of the whole country. 
 
Methodology 

The researchers conducted the study using qualitative research methods (Qualitative 
Research Methodology). In-depth interviews were used to interview enterprises in the 
eastern region about the desirable characteristics they required from the graduates of 
Business Administration in lower-level than that of the bachelor's degree. The graduates’ 
fields of the studies included human resources management, accounting and finance, 
marketing, and secretary / general management. 

The results based on interviews with enterprises in the eastern region on five departments 
would be applied to develop the business administration education of vocational college 
in five subject areas consisting of the human resource management, accounting, 
marketing, computer science and business administration to meet the needs of enterprises.
  
 
The scope of the study 
 Population and sample 

The population studied in this research included managers or department  
heads of enterprises of all types of industries in the eastern region. The interview was on 
desirable characteristics of the graduates from five departments: Human Resources, 
Accounting / Finance, Marketing Manager, Computer Science, and secretary/ general 
management. 
 The sample used in this study consisted of managers or department heads of 
enterprises of all types of industries in the eastern region. 108 managers and heads of the 
departments were interviewed about the desirable characteristics they required from the 
graduates in five departments. The details of the sample are shown below. 

1. Human Resource Department   22 people 
2. Accounting and Finance  22 people 
3. Marketing Department   20 people 
4. Computer Department  21 people 

5. Secretary and General Management 23 people 
 The researchers used a purposive method to select managers or the heads of the 
departments to be interviewees.  
 
The conclusion of the results of the study 
 The researcher would present the results as follows: 
 From the analysis of the desirable characteristics of the graduates of Business 
Administration in lower-level than that of Bachelor’s Degree, the responses from the 
establishments were as follows: 
 1. Knowledge: it was found that the enterprises required the graduates with the 
main professional knowledge and understanding of the procedures and working methods 
in order to achieve the target efficiently and effectively. The graduates would be able to 
apply their knowledge to operate their work constructively and they would be enthusiastic 
to seek for knowledge and love to develop themselves. 
 2. Intellectual skills: It was found that the enterprises required the graduates 
that would have the ability to gather information and concepts and would be able to 
assess them. They would be able to diagnose and fix the problems and would dare to 
express their opinions. The graduates would be be creative, and they would be able to 
successfully plan and achieve their tasks according to the schedule. In addition, they 
would have emotional intelligence and a positive attitude towards work. 
 3. Ethics, morality, and virtue:  The enterprises needed honest graduates who 
would respect the rules of the organization. They would sacrifice and think of mutual 
benefits. They would be conscious of using resources efficiently and would value 
kindness and professional ethics. 
 4 .  Interpersonal relationship and responsibility: The enterprises needed the 
graduates who would have interpersonal relationship and who would be able to adapt 
themselves with their colleagues. They would be able to work as a team and listen to 
others’ opinions. They would be diligent, patient and cautious about their work. They 
would have the ability to show their leadership in the workplace. 
 5. Professional skills involved in the agency 
 The Human Resources Department: the graduates were required to have 
variety of knowledge such as human resources management, labor law, labor relations 
law, social security regulations, quality control circle (QCC) and safety knowledge, and 
they were also required to have various skills such as negotiations skills, activity skills, 
document skills, business letter writing skill, math skills, computer skill, the skill to use 
office equipment, and English language skills. 
 The Accounting / Finance Department: The graduates were required to have 
the following knowledge: accounting knowledge, knowledge of taxes, Accounting law, 
benefits from investment, and they were also required to have the following skills: skills 
in using accounting software packages, English skills, math skills, computer skills, the 
skills to use office equipment, document management skills and activity skills. 
 The Marketing Department: The graduates were required to have knowledge 
of marketing principles, knowledge of economic situations, 5S Knowledge, QCC, 
security knowledge and public relations knowledge, and the graduates were also required 
to have sales skills, skills of market analysis and prospects analysis, skill to convince 
others, negotiation skill, activity skill, document management skills, business letter 
writing skill, suggestion skill, math skills, reporting skill, computer skills, English skills,  
and the skills to use office equipment.  
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5. Secretary and General Management 23 people 
 The researchers used a purposive method to select managers or the heads of the 
departments to be interviewees.  
 
The conclusion of the results of the study 
 The researcher would present the results as follows: 
 From the analysis of the desirable characteristics of the graduates of Business 
Administration in lower-level than that of Bachelor’s Degree, the responses from the 
establishments were as follows: 
 1. Knowledge: it was found that the enterprises required the graduates with the 
main professional knowledge and understanding of the procedures and working methods 
in order to achieve the target efficiently and effectively. The graduates would be able to 
apply their knowledge to operate their work constructively and they would be enthusiastic 
to seek for knowledge and love to develop themselves. 
 2. Intellectual skills: It was found that the enterprises required the graduates 
that would have the ability to gather information and concepts and would be able to 
assess them. They would be able to diagnose and fix the problems and would dare to 
express their opinions. The graduates would be be creative, and they would be able to 
successfully plan and achieve their tasks according to the schedule. In addition, they 
would have emotional intelligence and a positive attitude towards work. 
 3. Ethics, morality, and virtue:  The enterprises needed honest graduates who 
would respect the rules of the organization. They would sacrifice and think of mutual 
benefits. They would be conscious of using resources efficiently and would value 
kindness and professional ethics. 
 4 .  Interpersonal relationship and responsibility: The enterprises needed the 
graduates who would have interpersonal relationship and who would be able to adapt 
themselves with their colleagues. They would be able to work as a team and listen to 
others’ opinions. They would be diligent, patient and cautious about their work. They 
would have the ability to show their leadership in the workplace. 
 5. Professional skills involved in the agency 
 The Human Resources Department: the graduates were required to have 
variety of knowledge such as human resources management, labor law, labor relations 
law, social security regulations, quality control circle (QCC) and safety knowledge, and 
they were also required to have various skills such as negotiations skills, activity skills, 
document skills, business letter writing skill, math skills, computer skill, the skill to use 
office equipment, and English language skills. 
 The Accounting / Finance Department: The graduates were required to have 
the following knowledge: accounting knowledge, knowledge of taxes, Accounting law, 
benefits from investment, and they were also required to have the following skills: skills 
in using accounting software packages, English skills, math skills, computer skills, the 
skills to use office equipment, document management skills and activity skills. 
 The Marketing Department: The graduates were required to have knowledge 
of marketing principles, knowledge of economic situations, 5S Knowledge, QCC, 
security knowledge and public relations knowledge, and the graduates were also required 
to have sales skills, skills of market analysis and prospects analysis, skill to convince 
others, negotiation skill, activity skill, document management skills, business letter 
writing skill, suggestion skill, math skills, reporting skill, computer skills, English skills,  
and the skills to use office equipment.  
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 The Computer Department: The graduates were required to have basic 
knowledge of IT Hardware and Software Maintenance, Computer Programming, IT 
Network Database System, KAIZEN activities, QCC and 5s activities, and they were also 
required to have English language skills, computer skills, the skills to use office 
equipment, and  activities skills. 
 Secretary / General Management Department: the graduates were required to 
have basic knowledge of the management, knowledge of mathematics, Environmental 
Management (ISO 14000), laws relating to the enterprises, labor laws, social security 
regulations, and they were also required to have English language skills, computer skills, 
the skills to use office equipment, document management skills, activity skills, and 
conference arrangement skills.  
 
Discussion of the results 
When considering the overall results of this study, the researcher found that the results 
presented above were consistent with the framework of the research and there were 
interesting issues. The details are as follows: 
  
The desirable characteristics of the graduates studying business administration in 
lower-level than the bachelor's degree:   

From the collected data, there were five aspects, namely knowledge; intellectual skills; 
ethics, morality, and virtue; interpersonal relationship and responsibility; and profession-
related skills. 

The study of all the desirable characteristics was consistent with the concepts of Paitoon 
Silarat (2007) who stated in the symposium entitled "QA for Green and Happiness 
Society" that graduates of a bachelor’s degree would have knowledge and skills to pursue 
a career and have modern knowledge, and they would also be eager to learn and improve 
their knowledge on their own. They would be able to organize ideas, think critically and 
creatively, and synthesize new things. They would be able to use languages to 
communicate and use technology efficiently. They would be able to manage their 
responsibilities, and be able to work in team and develop themselves, their work and 
society. They would have ethics and moral for their survival and their career. The results 
were also consistent with the Research on the Features of the Desirable Characteristics of 
Graduates of Burapha University (2003) whose objective was to find which university 
students’ characteristics were the target characteristics that would meet the expectations 
of all groups of stakeholders. Interview was the methodology for qualitative data 
collection. Therefore, the stakeholders were interviewed and there was the synthesis of 
important and related documents. For data collection, there were interviews with involved 
stakeholders in the university. In fact, 8 insiders interviewed were university 
administrators and policy makers including the President of the University Council, 
University Rector, Deans and senior lecturers, and 14 outsiders interviewed were 7 
alumni and 7 users of graduates. Questionnaires were used to ask the group of 159 
lecturers about the overall opinions and comments. Then there was the synthesis of the 
opinions and documents. 

The research findings showed that the desirable features of Burapha University 
graduates were as follows 1) they would be eager and able to pursue lifelong learning. 
They would be able to ask questions and seek the truth for themselves, and they would 
have the ability to direct themselves to learn (Self-Directed Learning). 2) They would 

have professional and social ethics which would help them work together with other 
people constructively. The ethics would include self-discipline, self-confidence and self-
development. In addition, the graduates would be able to set their own purposes in their 
life and they would know and understand themselves and other people. 3) The graduates 
would be honest, just, devoted, patient, friendly, kind, generous and responsible for their 
roles and their duties. They would know appropriateness and have sense of right or 
wrong. They would be able to adjust themselves to people and society. 4) They would 
have professional knowledge consisting of actual knowledge, working strategy, well-
rounded knowledge, knowledge related to their career, and technological and scientific 
knowledge. They would be able to apply their field of knowledge to use in their work. 5) 
The graduates were required to have vision and leadership which consisted of courage to 
express their ideas, open-mindedness to listen to others, understanding in the economic, 
political and social problems of the country and the international community, 
understanding the importance of business process management in the world today, 
enterprising mindset, and an ideology of social development. 6) The graduates would be 
fit and physically and mentally healthy. The graduates would understand the relationship 
between physical and mental health so that they would be able to maintain and 
rehabilitate themselves. 7) The graduates would have public mind to be responsible for 
maintaining the environmental balance and would respect intellectual property rights. 
They would have human right awareness. For public mind, the graduates would be 
responsible for maintaining the balance between the society and the environment. They 
would value and have energy-saving behaviors. They would respect intellectual property 
and would be aware of human rights. They would believe in using peaceful means to 
solve the problems. They would understand the relationship between themselves and the 
environment concerning living things and the universe. They would also understand the 
relationship between themselves and the technology in everyday life. They would have 
mathematical understanding on a daily basis.8) The graduates should have intellectual 
potential to fix problems, to think creatively, to solve problems by seeking choices and 
deciding sensibly. They would be able to select and synthesize information and data to be 
used appropriately. They would have thinking skills and would be able to think 
systematically. 9) They would have information technology skills which included 
computer skills and skills to use office equipment to work effectively. They would be able 
to select and assess data and use the information wisely. They would be able to search for 
and access the sources of necessary data. Finally, they would have ethics and moral in the 
use of information technology. 10) They would have aesthetics and would recognize the 
value of cultural diversity and maintain Thai culture. In fact, they would understand and 
appreciate the culture and civilization of other nations. They would understand the 
relationship between the past, present and future. They would have delicate emotions and 
understand the meaning and value of art, music and literature in life and in the society.  
 
The recommendations from the study 

1. The institution administrators should recognize and give priority to  
develop education to keep pace with changes in the current situation. 

2. Educational institutions and enterprises should work together to  
contribute to the development of education and the quality of the students in vocational 
education to meet the needs of enterprises, communities and societies.  
 
Recommendations for further research 
 1. In order to cover the quality of vocational education in the field of business 
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have professional and social ethics which would help them work together with other 
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fit and physically and mentally healthy. The graduates would understand the relationship 
between physical and mental health so that they would be able to maintain and 
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maintaining the environmental balance and would respect intellectual property rights. 
They would have human right awareness. For public mind, the graduates would be 
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would value and have energy-saving behaviors. They would respect intellectual property 
and would be aware of human rights. They would believe in using peaceful means to 
solve the problems. They would understand the relationship between themselves and the 
environment concerning living things and the universe. They would also understand the 
relationship between themselves and the technology in everyday life. They would have 
mathematical understanding on a daily basis.8) The graduates should have intellectual 
potential to fix problems, to think creatively, to solve problems by seeking choices and 
deciding sensibly. They would be able to select and synthesize information and data to be 
used appropriately. They would have thinking skills and would be able to think 
systematically. 9) They would have information technology skills which included 
computer skills and skills to use office equipment to work effectively. They would be able 
to select and assess data and use the information wisely. They would be able to search for 
and access the sources of necessary data. Finally, they would have ethics and moral in the 
use of information technology. 10) They would have aesthetics and would recognize the 
value of cultural diversity and maintain Thai culture. In fact, they would understand and 
appreciate the culture and civilization of other nations. They would understand the 
relationship between the past, present and future. They would have delicate emotions and 
understand the meaning and value of art, music and literature in life and in the society.  
 
The recommendations from the study 

1. The institution administrators should recognize and give priority to  
develop education to keep pace with changes in the current situation. 

2. Educational institutions and enterprises should work together to  
contribute to the development of education and the quality of the students in vocational 
education to meet the needs of enterprises, communities and societies.  
 
Recommendations for further research 
 1. In order to cover the quality of vocational education in the field of business 
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administration, there should be the study on the desirable characteristics of the graduates 
of other fields of study apart from the field of human resources management, accounting, 
marketing, business computers and general management.  
 2. In order to be prepared for the practical implementation of the ASEAN 
member countries and to step into the universality, there should be the study of the 
desirable characteristics the enterprises need from the graduates in business 
administration of lower-level than bachelor's degree in other ASEAN member countries. 
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Abstract 

The purpose of this was carried out to study for applying the technology acceptance 
model to study effect of intention to play online game in Chonburi. The results of this 
study confirm the Perceived usefulness, Human-computer interaction, Social interaction, 
Flow experience, Perceived enjoyment and attitude toward playing online games in 
predicting behavioral intention. Notably, this study finds that Perceived usefulness is a 
more important factor than attitude toward playing online games in predicting behavioral 
intention and Perceived enjoyment is a more important factor than Perceived ease of use 
in predicting attitude toward playing online games. 

Keywords Online game, Behavior, Technology Acceptance Model  

 

Introduction 

In the age where society changes rapidly with technology of various modern facilities, 
there are many amusements lose from the urban society. It remains only small portion 
still admire to play in upcountry because of many factors, especially, the modern 
innovative technology, the growth of the city and no area for children to romp. The 
person is not gathering as in the past. The Thai amusement seems to be outdated. At the 
present time children and adolescent still be in the same group of friends but they play 
more network games or internet through the online computer with a large number 
interaction.(Gorriz & Medina, 2000) Talking with their friends really like to play but 
can’t be tangible only. 
The computer game is also one type of the child’s digital age, which can be divided into 
two types of players. The first type is as one player competes against with the computer 
and the second type is as playing game on the network system.(Chris, 1984) For playing 
game on the network system that can distinguish two other types. These are Multiplayer 
and Massive Multiplayer. Multiplayer online game is a game to play on the internet. Most 
will play in a limited number of players such as the chess game played in pair. The others 
can connect to the player but they are just only the viewers. The viewers can talk to like 
sitting in a circle and watch the two players play on each other. Massive Multiplayer 
Online Game is a game that can let a lot of players play at the same time. (Chan & 
Vorderer, 2006) Playing network game can separate network system two types. The first 
is an online game via local area network or LAN that can play four players, eight players 
or more than ten players together.  Qualification of that game can support how many 
number of player to play game. The second is the online game via internet. This type can 
support a lot of players because the producer of game has a big server for supporting 
many players. The online game can build a dream or an imagination of the players appear 
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as true on-screen computer users. The game players will be able to talk to real interaction 
through the drama being played like a social other one that can have a meal or talk 
together too. Multiplayer can make the game players have freedom of ideas and play 
games together. They can fight forever. There is no limit.  

Today, there are many types of the online game, such as RAN ONLINE, Pangya, 
Audition, SF, etc. The online game is popular because of the Massive Multiplayer Online 
Game. (Chan & Vorderer, 2006) The players can create a society in the game. Besides, 
they can talk together. This online community will have a larger social fact. They may 
have hundreds or thousands of friends. But in real society, they may have not hundreds of 
friend. If a group of friends are related good it will feel fun and emotion with the game 
even more players. Some the player will think of his game as he is a brave person who 
has good players and scores of millions more experienced players want to be good in 
anything. He can buy thing in game and put on showing the other players in the game to 
see and envy him. Even though, in the real life he is not good to show to others to see 
him. The online game has a lot of cute characters. The player can play both male and 
female. Thus, the on line game is very popular to the students and the collegians. It may 
be come from the environment of them because they talk about this game for many times. 
As a result, they really want to know how to play the online game. They try to play game 
every day. After they play, they become a habit to play when they have more free times. 
Including to the society today, there are less children’s playgrounds and the parents do 
not want the children out to play outdoors. Therefore, the parents find toys to the children 
to play at home or whether to leave at the internet café. The manufacturer of game 
company has researched the nature of children is a good target. The company knows what 
children need and interest. The game production produces many games to be consistent 
with the nature of child. 

According to above information, the purpose of this was carried out to study for applying 
combined the technology acceptance model and the theory of planned behavior to study 
effect of intention to play online game in Thailand.  

  

Research question 

Which factor affects players’ intention to play online game? 

 

Research Objectives 

To examine which factors are more significant in causing online game players to play 
online games. 

 

Significance of Research 

1. Developers of online games need to search for developing strategies regarding online 
games that might assist in enticing players. 

2. Understand the theory of technology acceptance model with psychological and 
interaction factor. 

 

Scope of study 

 

1 Focus on contents to find factors that influence the playing online games intention in 
Choburi. 

2 Focus on respondents on gamers who play online games on the internet. 

 

 

Literature Review 

This research has studied various documents and summarized the concepts and theories to 
use as a framework for studying. Topics include the following. 

Concepts and principles of psychology 

1 Factors influencing intention behavior expected. 

2 Theories of the Technology Acceptance Model. 

 

Factors influencing intention behavior expected 

1. Interactions 

Interaction is the key related to the computer games. Interaction means that behavior of 
two objects to communicate with and affect each other (Laurel, 1993) as players can 
interact with the talk opponents’ monsters or trading outfit to promote or prevent attacks. 
The impact on the popularity of the game and interaction with the content in the game the 
player experience (Choi & Kim, 2004) there are two types of interaction is the first 
interaction between the user and computer. The second type is the interaction between 
users with other players. Between users and computer system called the human 
interaction and Social interaction refers to interaction between two or more 
(Voiskounsky, Mitina, & Avetisova, 2004) Indicated that many players. Enjoy online 
gaming Allows them to friends on the social network and give access to a computer 
media and interaction with other players. (Pilke, 2004) found that the flow occurs in the 
interaction with the data (Kim, Oh, & Lee, 2005) found that social interaction and human 
computer such interactions were affecting the flow experience. Therefore we expected 
that human computer interaction and social interaction. Flow allows players and enhances 
their intention to play the online games.  

2. Flow experience: Csikszentmihalyi and LeFevre (1989) introduced the original 
concept of flow and defined it as ‘‘the holistic experience that people feel when they act 
with total involvement.’’ 
3. Perceived enjoyment: is the degree to which performing an activity is perceived as 
providing pleasure and joy in its own right, aside from performance consequences. In 
online gaming settings, players tended to be motivated mostly by intrinsic interests 
according to Huang & Cappel (2005), so this paper focused on intrinsic motivation.    

With previous research, when the behaviors of individuals are prompted by intrinsic 
motivation such as enjoyment and interest, the individuals  are more willing to continue 
such behavior in the future according to Deci, Koestner, & Ryan (1999). As the 
conceptualization of intrinsic motivation, enjoyment has received considerable research 
attention in recent years ( Li, Chau, & Lou, 2005; Venkatesh, 2000) enjoyment could be 
defined as the level to which performing an activity is perceived as providing joy and 
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pleasure and joy in their own right besides performance consequences (Davis, Bagozzi & 
Warshaw, 2012) 

 

Theories of the Technology Acceptance Model 

The researcher has studied the concepts and led the several reasons from the theories to 
support the information of this research below. 

2. The Technology Acceptance Model or TAM 

Figure 1 Technology Acceptance Model, or TAM (Davis & Usefulness, 1989) is theories 
that are popular today to describe the behavior of individual recognition in technology or 
technologies used. There are the articles of literature which widely support the 
relationship of the TAM theory. (Davis & Usefulness, 1989; Fetscherin & Lattemann, 
2008; Hsu & Lu, 2004; Hua & Haughton, 2009; Lee, 2009; Taylor & Todd, 1995) 

2.1 Perceived usefulness is defined as the degree to which a person believes that using a 
particular technology will enhance one’s performance. People tend not to use or use an 
application to the extent they believe it will make job performance be better (Davis, 
Bagozzi, & Warshaw, 1989). Perceived usefulness explains a user's perception that 
technology will improve the user's performance in the workplace (Davis, Bagozzi, & 
Warshaw, 1989). Thus a user has a perception that technology is useful in performing 
one’s job tasks. This includes decreasing the job time, greater efficiency and accuracy. 

2.2 Perceived ease of use refers to the degree one believes that using a certain technology 
will be effortless. Users believe that a certain application is useful, but may at the same 
time believe that the technology is difficult to use and the usage performance benefits are 
outweighed by the effort of using an application (Davis & Arbor, 1989). Perceived ease 
of use explains the perception of the user as to the amount of effort required to for system 
utilization or the degree which a user believes that using a certain technology will be 
effortless. (Davis, Bagozzi, & Warshaw 1989).  

2.3 Attitude toward playing online games is an attitude towards behavior. According to 
Fishbein & Ajzen (1975) the attitude toward a behavior is a function of one’s beliefs 
about an object such as the improbability or probability that a thing has a special 
relationship with another thing be it a goal, concept, or value, and the aspects of 
evaluation of such beliefs such as the attitude of a subject toward a related object or 
evaluation of the said related object. Even though there is evidence giving a lot of support 
for a hypothesis in general where one’s attitude for an object is a function of one’s beliefs 
regarding the object and their aspects of evaluation, it is not a given that any specific 
belief can be correlated with an attitude. A relationship between attitudes and beliefs 
indicates quite a probability that one will have beliefs (some) appearing inconsistent with 
one’s attitude. 
2.4 Behavioral intention according to Warshaw & Davis (1985) is defined as “the degree 
to which a person has formulated conscious plans to perform or not perform some 
specified future behavior”. 
TAM shows that behavioral intention or intended use of technology is based on attitudes, 
beliefs arising from (1) Perceived usefulness and (2) Perceived ease of use by past 
research that has lead to the application of theory such as TAM and concluded that before 
perception affects such behavior goals must be placed to be in use. Information systems 

 

are widely available with which to create a great experience for users (Adams, Nelson, & 
Todd, 1992; Sun & Zhang, 2006). 

Davis & Usefulness (1989) used TAM in the application of theory to the new information 
system and focused on the behavior and beliefs of two parts which are perceived benefits 
and perceived ease of use. It also said that the social value had no influence on behavior 
when deploying new technology. However, new research says social norms have 
influence in the first actual usage (Keil, Beranek, & Konsynski, 1995).        

 

Perceived usefulness
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Attitude Behavioral
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Usage
Behavior

   

 

Figure 1: Technology Acceptance Model 

              So if you want the USER has a behavior to like playing the online games. We 
should study variables or factors affecting the intention to program in a) Attitude toward 
the behavior 2) Perceived usefulness and 3) Perceived ease of use.   

 Through the extensive review of past research, we hypothesized that the effect of 
intention to play online game in Chonburi. 
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Hypotheses 

 H1. There are positive relationship between Perceived usefulness (PU) and 
attitude toward playing online games (ATU). 

 H2. There are positive relationship between Perceived usefulness (PU) and 
intention to play online games (INT). 

 H3. There are positive relationship between Perceived ease of use (PEU) and 
Perceived usefulness (PU) to play online games. 

 H4. There are positive relationship between Perceived ease of use (PEU) and 
attitudes to playing online games (ATU). 

 H5. There are positive relationship between Perceived enjoyment (PE) and 
attitude to playing online games (ATU). 

 H6. There are positive relationship between Perceived enjoyment (PE) and 
intention to play online games (INT). 

 H7. There are positive relationship between Human-computer interaction (HCI) 
and flow experience (FE) of online game players. 

 H8. There are positive relationship between Human-computer interaction (HCI) 
and intention to play online games (INT). 

 H9. There are positive relationship between Social interaction (SI) and flow 
experience (FE) of online game players. 

 H10. There are positive relationship between Social interaction (SI) and 
intention to play online games (INT). 

 H11. There are positive relationship between Flow experience (FE) and attitude 
toward playing online games (ATU). 

 H12. There are positive relationship between Flow experience (FE) and 
intention to play online games (INT). 

 H13. There are positive relationship between Attitude (ATU) and intention to 
play online games (INT). 

 H14. There are positive relationships between behavioral intention to play 
online games (INT) and actual behavior (BEH). 

 

Methodology 

This research used a structural equation modeling (SEM) tool, WarpPLS 4.0 (Kock), to 
measure the reliability and validity of data and to test the research model. Unlike 
covariance-based SEM tools such as LISREL, PLS has the flexibility to represent both 
formative and reflective latent constructs, and places minimal demands on measurement 
scales, sample size, and distribution assumptions (Chin, 1998). This is because the 

 

component-based PLS uses a least-square estimation procedure to obtain parameter 
estimates while LISREL uses a maximum likelihood function to do so (Chin, 2001) 

This research summarizes characteristics of the respondents in Table 1. Among the 360 
respondents, 184 respondents (51.1%) were female and 176 respondents (48.9%) were 
male. the majority of the respondents were 19-21year (48.9%), respondents (100%) were 
single. Education levels were fairly high, with 41.9% having a bachelor's degree; about 
100% of the respondents were in student occupations and not income. about 57.2% of the 
respondents have experience for using internet more than 5 years, followed by 1-5 year 
(37.2%), and Lower 1 year, (5.6%). about 67.5% of the respondents playing the online 
game at home, followed by internet café’ (32.5%). 
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Table 1: Descriptive statistics of demographic variables  

Measure Item Frequency Percentage 

Gender Male 176 48.9 

Female 184 51.1 

Age(year) Less than 10 year 0 0 

 10-12 year 13 3.6 

 13-15 year 69 19.2 

 16-18 year 102 28.3 

 19-21 year 176 48.9 

status Single 360 100 

Married 0 0 

Education Primary education 13 3.6 

Secondary education /Vocational 
certificate 

69 19.2 

Diploma/ High vocational Certificate 127 35.3 

Bachelor's degree 151 41.9 

Other /Please specify 0 0 

Occupations Private company/ Factory 0 0 

Commercial / Private employment 
Government / State 

0 0 

Student 360 100 

Other /Please specify 0 0 

Income Not income 360 100 

Below or equal 10,000 Baht 0 0 

10,001 – 20,000 Baht 0 0 

20,001 – 30,000 Baht 0 0 

30,001 – 40,000 Baht 0 0 

More than 40,000 Baht 0 0 

Experience 
for using 
internet 

Lower 1 year 20 5.6 

1-5 year 134 37.2 

Than 5 years 206 57.2 

Place for 
playing the 
online game 

Home 243 67.5 

School/Office 0 0 

Game shop 117 32.5 

Other/Please specify 0 0 

 

 

The reliability, convergent validity, discriminant validity, collinearity, and predictive 
validity of the latent variables are shown in table 2. The composite reliability for all the 
latent variables are above the 0.707 threshold for reliable constructs (Fornell & Larcker, 
1981). Composite reliability is recommended for structural equation modeling over 
Cohen’s alpha which assumes equal reliability for all indicators (Bagozzi & Yi, 1988; 
Chin et al., 1998). 

The average variance extracted (AVE) are close to or above 0.5 for convergent validity 
(Fornell & Larcker, 1981). The full collinearity variance inflation factor (VIF) is 
calculated for all the latent variables in the model and are below the 3.3 threshold for 
multicollinearity (Cenfetelli & Bassellier, 2009; Petter et al., 2007). The Stone-Geisser 
Q2 coefficients for all the latent variables are positive, confirming the predictive validity 
for each latent variable block in the model (Tenenhaus et al., 2005). As shown in Table 3, 
the square root of the AVE for each construct is greater than the correlations with all 
other constructs, confirming the discriminant validity of all the constructs used in the 
model. All the latent variables have been formulated as reflective constructs.  

 

Table 2: Latent variable correlations with square roots of AVE on the diagonal  

 

 ATU FE PE PU PEU SI HCI INT BEH 

R2 coefficients 0.61 0.496  0.396    0.343 0.204 

Composite 

reliability 

coefficients 

0.939 0.901 0.947 0.930 0.928 0.958 0.926 0.902 0.929 

Cronbach's 

alpha 

coefficients 

0.903 0.863 0.916 0.899 0.884 0.941 0.880 0.837 0.847 

Average 

variances 

extracted 

0.837 0.646 0.856 0.769 0.812 0.850 0.806 0.755 0.867 

Full 

collinearity 

VIFs 

2.688 2.602 3.222 2.003 3.063 2.936 2.568 1.403 1.873 

Q2 coefficients 0.609 0.494  0.395    0.339 0.204 
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Table 3: Discriminant Validity 

 

  ATU FE PE PU PEU SI HCI INT BEH 

ATU (0.915) 0.616 0.751 0.538 0.654 0.634 0.609 0.395 0.542 

FE 0.616 (0.804) 0.705 0.587 0.689 0.625 0.656 0.342 0.523 

PE 0.751 0.705 (0.925) 0.555 0.702 0.645 0.657 0.352 0.515 
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Note: Square roots of average variance s extracted (AVE's) shown on diagonal. 
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Figure 3: Structural equation modeling

 

Table 4: Summary of Hypothesis Test Results 

 

Hypothesis β P-Value Support 

 0.083* 0.035 Yes 

 0.267* <0.001 Yes 

 0.629* <0.001 Yes 

 0.178* <0.001 Yes 

 0.527* <0.001 Yes 

 0.078* 0.045 Yes 

H7  Human-  0.425* <0.001 Yes 

H8  Human-  0.151* <0.001 Yes 

 0.341* <0.001 Yes 

 -0.078* 0.044 Yes 

H11  Flow expe  0.080* 0.040 Yes 

 0.107* 0.010 Yes 

 0.212* <0.001 Yes 

 0.451* <0.001 Yes 

* at significant level 0.05 

 From table 4 the hypotheses are tested by examining path coefficients (similar to 
standardized beta weights in a regression analysis) and their significance levels in the 
PLS regression structural model. To examine the statistical significance of path 
coefficients, I performed stable resample to obtain estimates of t-statistic values (Kock, 
2013). 

 Figure 3 shows path coefficients and significance levels for each hypothesis as 
well as the variances for the two dependent constructs: attitude toward playing and 
intention to play online games.  

 Attitude toward playing online games, Perceive enjoyment, Flow experience, 
Human-computer interaction, Social interaction and Perceived usefulness together 
explain 34.3% of the variance in intention to play the online game.  

 Perceived usefulness, Perceived ease of use, Flow experience, and perceived 
enjoyment together explain 61% of the variance in the attitude toward playing online 
games.  

 Human-computer interaction and Social interaction together explain 34.3% of 
the variance in the flow experience. 

 Perceived ease of use explains 39.6% of the variance in the perceived 
usefulness.   

 Intentions to play the online game explain 20.4% of the variance in the behavior 
intention to play the online game.  
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 Fourteen hypotheses are supported (see Table 4 for a summary of the results). 
Consistent with the predictions, perceived usefulness has a significant effect on intention 
to play as well as on attitude toward playing online games, human-computer interaction, 
flow experience, perceived enjoyment, social interaction, thus supporting Hypotheses 
2,13,8,12,6 and 10.  

 Perceived enjoyment, perceived ease of use, perceived usefulness and flow 
experience,  have a significant effect on attitude toward playing online game, supporting 
Hypothesis 5, 4, 1 and 11. Consistent with Hypothesis 7 and 9, Human-computer 
interaction and Social interaction has a significant effect on flow experience. Perceived 
ease of use has a significant effect on Perceived usefulness, supporting Hypothesis 3. 
Consistent with Hypothesis 14, intention to play online game has a significant effect on 
actual behavior to play online game. 

Discussion 

 Found that perceived usefulness has a significant effect on intention to play as 
well as on human-computer interaction, social interaction, attitude toward playing online 
games, flow experience, perceived enjoyment the results support by the study of Suki 
(2011) found that perceived usefulness as a key factor influences subscribers’ intention to 
use 3G mobile services. Rossier and Bernardi (2009) found that social interaction effects 
on fertility.  

 Perceived enjoyment, flow experience, perceived usefulness and perceived ease 
of use have a significant effect on attitude toward playing online game, the results support 
by the study of Choi and Kim (2004), found that people continue to play online games if 
they have optimal experiences while playing the games. Hsu and Lu (2004) found that the 
easy-to-use interface of an on-line game also played a critical role in determining 
perceptions of usefulness and in forming flow experience.  

 Human-computer interaction and Social interaction has a significant effect on 
flow experience the results support by the study of Lee (2009), found that flow 
experience is a more important factor in influencing customer acceptance of online 
games.  

 Perceived ease of use has a significant effect on Perceived usefulness, the results 
support by the study of Davis (1989), found Perceived usefulness was significantly 
correlated with both self reported current usage (r=.63, Study 1) and self-predicted future 
usage (r =.85, Study 2). Perceived ease of use was also significantly correlated with 
current usage (r= .45, Study 1) and future usage (r =.59, Study 2). 

  Intention to play online game has a significant effect on actual behavior to play 
online game, the results support by the study of Ajzen (1991), found that behavioral 
intention to use such as social attitude and personality trait have played an important role 
in these attempts to predict and explain actual system use.   

  

Limitations 

 This section addresses the limitations of this study. It includes two subsections: 
research design limitations and data analysis limitations. Research design limitations are 

 

due to the choice of survey, choice of target population, and sample size. Data analysis 
limitations result from the choice of PLS-SEM.  

 

Research Design Limitations 

 This study has developed research model from literature review. The study has 
focused on online game users of online network. To evaluate this research model, this 
study has conducted survey using the heavy users of online game player in Chonburi. The 
questionnaires were distributed to participants at internet game shops in Chonburi and 
also collecting data from students in Universities (Burapha university, Sripatum 
university Chonburi campus,) and High Schools (Chonradsadornumrung school,Preecha 
nusas school, Chonburi sukkhabot). This research collects data 360 sets and chooses 
completely 360 sets of the questionnaire. 

 The instruments used in this study are derived from instruments that have been 
validated in previous research projects and published in research journals.  

  

Data Analysis Limitations 

 Structural models assume linear relationship among the latent constructs and 
between the indicators and latent constructs. A study of Intention to play the online game 
indicates that the relationship among the nine latent variables at this research include 
actual behavior, attitude toward playing and intention to play online games, attitude 
toward playing online games, perceive enjoyment, flow experience, human-computer 
interaction, social interaction, perceived usefulness and perceived ease of use constructs 
may be nonlinear. This study uses WarpPLS software, which can handle model 
nonlinearity. Relationships between latent variables have been modeled as a combination 
of U-curves and inverted U-curves (Kock & Verville, 2012; Kock, 2010, 2011a, 2011b). 

 The use of structural equation modeling (SEM), which includes measurement 
model and structural model, does not necessarily confirm causal relationship among the 
variables. The study is conducted over a limited time span. Since the data collected are 
cross-sectional in nature, the study cannot confidently establish causal relationships. 

 

Recommendations  

 Recommendations for companies  

 1. From the result, perceived usefulness has a significant effect on intention to 
play as well as on human-computer interaction, social interaction, attitude toward playing 
online games, flow experience and perceived enjoyment. Therefore researcher suggests 
the game producers as:  
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 1.1 The producers should emphasis on increasing perceived usefulness of users 
by enable users to accomplish their tasks more quickly, make online game easier for there 
to carry out my tasks and make me earn money from the virtual goods sale. 

 1.2 The producers should emphasis on increasing human-computer interaction 
of users by provide good multimedia user interfaces, such as audio, graphics and 
animation, provide good navigation structures and aids, such as media controls, basic 
controls, media selection and online help and provide easy-to-control input device 
interfaces, such as mouse and keyboard. 

 1.3 The producers should emphasis on increasing social interaction of users by 
make new friends when playing online games, create communication interaction and 
cooperate between user and friends while playing online games. 

 1.4 The producers should emphasis on increasing attitude toward playing online 
games of users by create feel good when user playing online games and leisure activity. 

 Recommendations for further study 

 From the result, Social interaction negative effect on intention to play online 
game. Therefore researcher suggests the game producers as:  

1. The producers should investigate the social interaction why the result is 
negative. 

 2. The producers should emphasis on increasing perceived enjoyment of users 
because perceived enjoyment is indirect effect of intention to play online game via 
attitude toward playing online game by create enjoy inside game. 
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The Ability to Manipulate Materials and Competitiveness of the Frozen Vegetable 
Industry in Small and Medium-Sized (SMEs) Enterprises of Thailand 

 

Thippawan  Phayomhom 

Thippawan_thip@hotmail.com 
 

Abstract 
 Frozen vegetable industry Increase the value of agricultural products Contributes to employment 
and income. Of vegetable production situation of Thailand as a whole is also a problem that vegetables 
and fruits. A product that must adapt to survive, or the modifications to produce.  Frozen vegetable 
processing industry issues arising from changes in the quality and quantity of material that is not 
consistent, which is a key factor in the development of Thailand, frozen vegetables.  Research has been 
studying a raw deal. Found that a raw deal, but there are still problems with a little research that has not 
been studied. Therefore, they have studied the ability of a raw deal. A case study of small and medium-
sized enterprises. Therefore, this article aims to review the literature and research related to the 
Competitiveness. Theories that with regard to the supplier.  Theory Competitiveness The result will be a 
conceptual framework for the study. 
Keywords: 1) Raw Material Competency Management  2) Competitiveness  3)  Frozen vegetable industry 
in small and medium enterprises  
 
1. Introduction 
 Thai economy is based on agriculture for a long time. Since the early stages of economic 
development of Thailand. Starting from the primary processing products in the last 30 years, the 
agricultural industry has evolved in a sequence. In particular, the privatization of the development of the 
production of processed food. Including production for domestic consumption. And for export by the 
characteristics of the food-processing industry will be coupled with the development of the economy. Is an 
industry that add value to agricultural primary product. The product through the processing. May be in the 
form of intermediate product. The buyer must be processed again. Prior to the consumers or in the final 
product. That can be consumed at all (Department of International Trade, 2557). 
 Market changes in the present era of globalization, a borderless world market are linked together 
in a systematic way as a single market. It has changed the food supply chain. Consumer marketing, 



The 5th Business, Economics and Communications International Conference, 2015 

175

The Ability to Manipulate Materials and Competitiveness of the Frozen Vegetable 
Industry in Small and Medium-Sized (SMEs) Enterprises of Thailand 

 

Thippawan  Phayomhom 

Thippawan_thip@hotmail.com 
 

Abstract 
 Frozen vegetable industry Increase the value of agricultural products Contributes to employment 
and income. Of vegetable production situation of Thailand as a whole is also a problem that vegetables 
and fruits. A product that must adapt to survive, or the modifications to produce.  Frozen vegetable 
processing industry issues arising from changes in the quality and quantity of material that is not 
consistent, which is a key factor in the development of Thailand, frozen vegetables.  Research has been 
studying a raw deal. Found that a raw deal, but there are still problems with a little research that has not 
been studied. Therefore, they have studied the ability of a raw deal. A case study of small and medium-
sized enterprises. Therefore, this article aims to review the literature and research related to the 
Competitiveness. Theories that with regard to the supplier.  Theory Competitiveness The result will be a 
conceptual framework for the study. 
Keywords: 1) Raw Material Competency Management  2) Competitiveness  3)  Frozen vegetable industry 
in small and medium enterprises  
 
1. Introduction 
 Thai economy is based on agriculture for a long time. Since the early stages of economic 
development of Thailand. Starting from the primary processing products in the last 30 years, the 
agricultural industry has evolved in a sequence. In particular, the privatization of the development of the 
production of processed food. Including production for domestic consumption. And for export by the 
characteristics of the food-processing industry will be coupled with the development of the economy. Is an 
industry that add value to agricultural primary product. The product through the processing. May be in the 
form of intermediate product. The buyer must be processed again. Prior to the consumers or in the final 
product. That can be consumed at all (Department of International Trade, 2557). 
 Market changes in the present era of globalization, a borderless world market are linked together 
in a systematic way as a single market. It has changed the food supply chain. Consumer marketing, 



The 5th Business, Economics and Communications International Conference, 2015 
   

176

transportation, manufacturing and marketing to manufacturers, national and international networks. Farms 
scattered in several regions and / or countries. Were transported with advanced rapid transit products to 
urban markets. Which are adjusted from market to market and convenience store formats for example  
Supermarket Hypermarket etc. Changes in consumer the structure of the population of the country. 
Especially to developing countries. The elderly have increased immigrants to work in the town. Single 
family increases and more women working outside the home. The demand for food in the consumption of 
food, as well as the convenience of finding and cooking. Changes to consumer demand has changed from 
the original include consumers want assurance that the standard, security, no residue, of good quality 
products in the volume and time requirements. Made with environmentally friendly manufacturing 
process. You can check the source of the product. The product is offered as a convenience for example 
(ready - to-eat product), and (Ready-to-cook product). 
 Agricultural raw materials have such characteristics. The high variability, the quality and 
quantity, Result in a challenge to control the quality and yield. Also associated with the upstream vendors 
with a lot. How to deal with a variety of manufacturers. Including the volatility of raw material prices. 
 
2. Scope of review 
 2.1 Scope of Content 
 This literature review of studies, the ability to manage raw materials and the competitiveness of 
the frozen vegetable industry, small and medium-sized enterprises of Thailand. 
 
3. Documents and related research 
 Adding the ability to compete for business light under the frozen vegetables market changes in 
modern times. Found that many think one of them is theories about the ability to supplier performance 
(Gioconda et al, 2006).  It was found that the ability of our suppliers is something that can add value to the 
industry by focusing on the support of all stages. Since the beginning of its work to the final process. The 
competitiveness of the supply chain based on the performance of suppliers in terms of price, quality and 
delivery on time. Although new product development will be critical to the ability of suppliers.  
 Tan (2001) found that the design of new products and bring to market quickly is a heavy rush for 
many manufacturers. Shows that the company making the purchase, development, cooperation and mutual 
benefit relationship. With suppliers Supplier and look like part of the increase came entirely (Coapcino, 
1996; Mason, 1996). The supplier can lead to higher levels of premium quality choices in designing cost-

efficient. Innovations in materials and manufacturing processes and technologies to gather eliminating 
technological limitations in the design and development of new products. 
 However, the lead supplier in the design and development of new products to get the advantages 
of technical expertise. And reduce the time to develop these products, which is a hard task quite complex. 
Collaboration in the design and development of new products often require communication and trust 
between those involved. The system is flexible, and management style, the suitability of the business, and 
the choice of those who are involved as well (Litter, Leverick & Bruce, 1995).  
 In response to the intense competition in global organizations, the reduced size to be oriented to 
the core and try to get the advantage on the competition by leveraging its capabilities and technologies. 
New products many companies reduce their supplier base. So they can relate to strategic products (Tully, 
1995), and development cooperation and mutual benefit relationships with suppliers (Mason, 1996; 
Capacino, 1996). The supplier can lead to high quality extraordinary or gathering rapidly eliminating the 
limitations of technology into the company's products to buyers and reduce cycle time for new product 
development. By being involved from the beginning with the supplier (Ragatz et al., 1997), suppliers may 
be involved from the beginning on product design process to make choices in designing cost-efficient. 
Develop better solutions, which are alternatives. Component selection and the best technology and help in 
assessing the design. 
 To increase the competitiveness of the industry has four forms: 1. Strategic relationships between 
buyers and sellers 2. Cooperation 3. Information technology 4. haste in implementing the work of the 
organization. 
 1. The relationship between buyers and suppliers. Create a good relationship between buyer and 
seller. This is the beginning of creating a trust to its joint venture parties in the supply chain (Chen, Paulraj 
and Lado, 2004). In which this relationship, both parties need to focus on each other. The relationship will 
be long and cause a continuing and long-lasting goods. When this relationship will result in a longer 
planning together, Product update planned cost-sharing (Giunipero et al. 2006; Paulraj and Chen, 2007). 
 2. Cooperation creating the competitiveness of businesses. By enterprises to successfully cater to 
the performance that the organization first results of the operation resulting from a partnership between a 
commercial organization together (Quinn, 1998; Handfield and Nichals, 1999. ; Gimenez and Ventura, 
2005). 
 3. Information technology the education system in the industrial sector commercial systems are 
businesses (E-commerce) to be used in communications both within the enterprise and between 
commercial organization together. The preamble to study the pros and cons of adoption in the industry. 
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Along with the development of the technology infrastructure consisting of software and hardware together 
allows the transmission of information between farmers. The factory and the purchase of road works. The 
result is even better (Shu, Tian-zhi and Mao-hua, 2007; US Census Bureau, 2006). 
 4. Immediacy of the performance of the organization. The organization succeeded in having the 
results of operations, logistics as well. Organizations that need to meet quickly. With the shortest possible 
time and at a lower cost (Sheridan, 1993; Moskal, 1995). In the supply chain management the quick 
response is very important. Must be able to work with the shortest possible time (speed) of products to be 
processed must be flexible (Flexibility). In the production process must be able to accommodate and 
modify the format can be adapted to meet the needs of customers, which is very important. The 
manufacturer must take into account the rapidly changing needs of customers (Willis, 1998, Moskal, 
1995). 
 The ability of the industry are key issues that cause advantage over competitors. Are sensitive to 
changes. In order to meet the needs of customers, which typically measure three aspects of flexibility. The 
ability to alter working patterns according to changing conditions. Working with such a short time can 
now be run down. The efficiency and effectiveness of the organization will be achieved by building the 
immediacy of work to take place within the organization. Principles of cooperation the exchange of 
information between the internal supply chain. With the use of better technology with the goal of working 
together. The key point to measure the effect of bringing immediacy to the work of elements (Sheridan, 
1993; Swafford, Ghosh and Murthy, 2006).  
 
4. Summary and Discussion 
 Results from the study to increase its ability to compete with its ability to manage raw material 
processing model year frozen vegetables. Points out that the ability to deal with raw materials vital to 
increase the competitiveness of the industry, frozen processed vegetables. Is the relationship between 
buyers and suppliers, including garden. The relationship continued. Has set the level of importance for 
each other. It must also be communicated well enough. Have a direct effect on the company's immediacy 
in the work. And affect the cooperation between enterprises. This requires creating a link between the 
organization. Improving collaboration, which requires planning. It also requires the use of information 
technology to assist them in their work. Consisting of The use of information technology in various 
departments in the organization. The development of information technology communication technology. 
In such a relationship was found. These factors result in the immediate organization of work. This 
includes the ability to modify the flexibility and quickness. Such issue, the organization is capable of 

rising competition. Both the advantages and the costs reduced. The advantage of fast response. This makes 
frozen vegetable industry a competitive edge higher.  
 Therefore, the development organization by the ability to manage material, so it is very important. 
It is a key factor in the business. What happens when the modified processes to suit the organization. 
However, the study also suggests that organizations conduct business successfully. With an advantage 
over the competition must have the ability to manage material. 
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ABSTRACT 

This research concerns factors that influence the intention to study in the International 
MBA Program, Burapha University of fourth-year students in the international programs 
of universities in Chonburi Province. The purpose of this research is to study the factors 
that influence the intention to study in the International MBA Program, Burapha 
University of fourth-year students in the international programs of universities in 
Chonburi Province. A questionnaire was used to gather data from 322 respondents who 
are currently fourth-year students of international programs in universities in Chonburi 
Province. The data were analyzed by descriptive statistics: frequency, percentage, mean, 
and standard deviation, and by inferential statistics; independent sample t-test, F-test 
(One-way ANOVA) and multiple linear regression. Based upon the findings, most of the 
respondents were male, ages between 18 to 21 years old, from Eastern Thailand, study at 
Burapha University, majoring in Nautical Science, have fair English skills, have average 
family income per month of 30,001-80,000 baht, expect to get a high salary for future 
jobs, know about the international MBA program, Burapha University from the website, 
think that the international MBA program is a modern program that fits the ASEAN 
economic trend, engage with their current university, and expect to have a good career in 
the future. The results revealed that social factor influenced the intention to study in the 
international MBA program; Burapha University was the influence of parents and friends. 
The marketing mix factors that can influence the intention to study in the international 
MBA program, Burapha University were program, tuition and physical evidence. 

 

Keywords: Marketing mix, 7Ps, higher education, MBA program  

 

Introduction 

Nowadays, business has become truly international and global for many goods and 
services. For businesses, this is the best of time for change. Globalization has increased 
the opportunities for a firm to expand its revenues by selling around the world and reduce 
its costs by producing in nations where key inputs are cheap (Hill, 2011). Companies 
need to be able to cross boundaries within and outside their country. Although 
opportunities to enter and compete in international markets are significant, the risks can 
also be high but this is a challenge (Kotler, 2012).  Due to the development of the Asian 
economic trend and the cooperation of ASEAN (Association of Southeast Asian Nations) 
in August, 8th 1963 (Pissuwun, 2013) we are going to participate in the ASEAN 
Economic Community (AEC) in 2015. Many countries have realized that this is an 
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opportunity to expand their business into other countries. Thailand has become a country 
that other countries tend to expand their business because of the low cost of productivity 
and high labor productivity when compared with other ASEAN countries (Jirayuswat, 
2012).  

For the reasons mentioned above, English is needed for communication. The ASEAN 
Charter, Article 34, stipulates that “The working language of ASEAN shall be English”. 
English has become the central language in order to access information and communicate 
with people around the world. English is not only important for people who work for 
ASEAN organizations but it is also important for many careers in both government and 
non-government organizations, especially in global business. International businesses 
need more talented people who have the ability in both global business management and 
English skills (On-vimon, 2011). Therefore, lots of people want to upgrade their 
qualifications to look for better development such as gaining income, finding a better job, 
getting higher position and so on by choosing to study in an international program to 
enhance their abilities to adapt to the changing trend.  

While the number of MBA graduates increases year on year, the competition between 
universities is increasing with a variety of branches. As the number of degree choices 
grows and prospective students have a wider variety of universities to choose, there is a 
need for universities to differentiate themselves from their competition (Ivy, 2008). 

The Graduate School of Commerce (GSC) is an autonomous instructional and research 
unit of Burapha University, the biggest public university in the eastern region of 
Thailand. It offers nine master’s degree programs and the three doctoral degree programs 
for corporate executives and management. At present, the Graduate School of Commerce 
(GSC), Burapha University produces more than 7,000 MBA graduates and about 2,000 
students are currently studying in campuses of the Graduate School of Commerce in 
Thailand (Graduate School of Commerce Burapha University, 2014).The GSC offers the 
Master of Business Administration (International Program) to serve the needs for both 
Thai and foreign students who want to study Business Administration. Developing a 
competitive advantage for international education suppliers is a complex issue. Education 
is a product that is both highly intangible and has characteristics which create special 
problems for marketing (Tim, 1998). This research study aimed to study the factors that 
influence the intention to study in the International MBA Program, Burapha University of 
fourth-year International students in Chonburi Province, then to adjust marketing 
strategies to promote the spread of this program. 

 

Objective of the study 

To study the factors which influence the intention to study in the International MBA 
Program, Burapha University of fourth-year students in the international programs of 
universities in Chonburi Province. 

 

Hypotheses of this study 

H1: Different demographic factors have different intentions to study in the International 
MBA Program, Burapha University. 

H2: Different economic factors have different intentions to study in the International 
MBA Program, Burapha University. 

H3: Different psychological factors have different intentions to study in the International 
MBA Program, Burapha University. 

H4: Social factors can influence the intention to study in the international MBA Program 
of fourth-year students. 
H5: Marketing mix factors can influence the intention to study in the international MBA 
Program of fourth-year  
students. 

Research question 

Which factors influence the intention to study in the International MBA Program, 
Burapha University of fourth-year students in the international programs of universities in 
Chonburi Province? 

 

Significance of Research 

1.  Recognize the factors that influence the intention to study in the International MBA 
Program, Burapha University of fourth-year students in the international programs of 
universities in Chonburi Province 

2.  Apply feedback of fourth-year students in the international program of universities in 
Chonburi Province in order to enhance the marketing strategy of the Graduate School of 
Commerce, Burapha University. 

 

Scope of the study 

1.  This study was conducted at universities in Chonburi Province. The participants of this 
study were fourth-year students in international programs who currently study at 
universities in Chonburi Province at the time of survey. 

2.  This study focused on both Thai and foreign students who were fourth-year students in 
international programs of universities in Chonburi Province. 

3.  The study was designed to be a quantitative research. The data were collected using 
questionnaires.   
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Conceptual framework 

 

Demographic factors
1. Gender

2. Age

3. Current university

4. Major

5. English skills

Economic factors
1. The average family monthly income

2. Income prospective

Psychological factors
1. Perception towards the international MBA
program, Burapha University

2. Current university engagement

3. Career prospects

Social factors
1. Need for language improvement

2. Influence of parents and friends.

3. Need for networking

Marketing mix factors
1. Product

2. Price

3. Place

4. Promotion

5. People

6. Process

7. Physical evidence

Intention to study in
the international MBA Program,
Burapha University

 

Literature Review 

            

Concepts and theories of demography 

There are many ways to target a specific market for products or services. Demographic 
segmentation is one of the ways to target a specific group of consumers. In demographic 
segmentation, we divide the market on variables such as age, family size, family life 
cycle, gender, income, education, religion, race, generation, nationality, and social class. 
Demographic variables are so popular with marketers to know the real needs and wants of 
consumers. A different demographic may choose a different program for their higher 
education. 

 

Concepts and theories of consumer behavior 

Kotler (2012) stated that consumer behavior is the study of how individuals, groups, and 
organizations select, buy, use, and dispose of goods, services, ideas, or experiences to 
satisfy their needs and wants. 

Concepts and theories of marketing mix 7Ps 

The 7Ps of service marketing is a concept for service performances, it is necessary to 
modify the 4Ps and extend the mix by adding three elements associated with service 
delivery; people, process and physical evidence, each of the 7Ps is as below: 

Product 

In terms of higher education, product refers to programs that the university provides to 
the market. Product is anything that can be offered to a market to satisfy customer wants 
and needs (Kotler, 2012). Educational is a product that offered services to a market, 
starting from application to graduation.  Service products consist of a core product that 
responds to the customer’s need and an array of supplementary service elements that help 
customers to use the core product effectively (Wirtz & Lovelock, 2007).  

Price  

In terms of education the price element is dominated by what is being charged for the 
degree or tuition free that are require to enroll the university. The price element not only 
affects the university revenue but also effects the student perception of the quality (Ivy, 
2008). 

Place  

In terms of education, place is the distribution method that the university provide the 
program to the market.  

Promotion  

Lovelock and Wirtz (2010) stated that Promotion is the effective communications that we 
tell customer about products or services we have. The university can provide information 
and its offering to the market such as advertising, publicity, public relations and sales 
promotional efforts.  

People 

People in terms of educational refer to staff at the university who has direct interaction 
with students can be both academic like lecturers and administrative and support staff 
(Ivy, 2008). 

Process 

Ivy (2008) stated that processes are all the administrative and bureaucratic functions of 
the university: from the handling of enquiries to registration, from course evaluation to 
examinations, from result dissemination to graduation, to name but a few. A university 
education requires payment prior to consumption, unlike tangible products that a 
customer purchases, takes ownership of and then takes home to consume. 

Physical evidence 

Lovelock and Wirtz (2010) stated that physical evidence is the appearance of buildings, 
vehicles, landscaping, equipment, interior furnishing, staff member’s uniforms, signs, 
printed materials and other visible cues all provide tangible evidence of a firm’s service 
quality. 
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Methodology 

The population in this research was all fourth-year students in the international programs 
of universities in Chonburi Province which included Burapha University with 167 
persons, Krasetsart University with 185 and Asian University with 10 persons for a total 
of 362 persons. For getting accurate results the researcher did not include the Asian 
University students because the sample size was lower than 30 persons. Therefore, the 
sample size of this study was 352 persons. However the complete questionnaires were 
322. This research used frequency and percentage to analyse demographic data, economic 
factors and psychological factors, analyzed social factors, marketing mix factors and 
intention to study in the International MBA Program, Burapha University by using 
average ( ) and standard deviation (SD) and solving hypotheses by using independent 
sample t-test, ANOVA F-test and multiple linear regression. 

 

Results 

 

Table 1 Sample’s Characteristic 

 

Measure Item Frequency Percentage 

Gender Male 206 64.0 

Female 116 36.0 

Age (year) 18-21 Years                                238 73.9 

Over 21- Years           84 26.1 

   Current university Burapha 158 49.07 

Krasetsart 164 50.93 

Major of study Business management 94 29.19 

Naval architecture and marine engineering 37 11.49 

Nautical Science 140 43.48 

Other 51 15.84 

English skills good 117 36.3 

 
fair 161 50.0 

 
poor 44 13.7 

    Average income Under 30,000 baht 98 30.4 

 
30,001-80,000 baht 115 35.7 

 
80,001-130,000 baht 53 16.5 

 
Over 130,001 baht 56 17.4 

     

Measure Item Frequency Percentage 

Income prospective Yes 307 95.3 

 
No 15 4.7 

Perception towards 
MBA 

Yes 191 59.3 

 
No 131 40.7 

    Data sources From website 87 40.1 

 From radio 13 5.6 

 From banners 10 4.6 

 From flyers, brochures 34 15.7 

 From public relations staff 18 8.3 

 From relatives or friends 43 19.9 

 Other 12 5.5 

The opinion towards  

the program 

This is the top international business program 
in the east of Thailand. 

67 20.8 

 
This is a modern program that fits into the 
ASEAN economic trend. 

100 31.1 

 
The international MBA program is the first 
step toward a long and successful career. 

64 19.9 

 
This program opens doors to a wide range of 
jobs. 

76 23.6 

 Other 15 4.7 

Current university 
engagement 

Yes 289 89.8 

 No 33 10.2 

Career expectation yes 315 97.8 

 no 7 2.2 

 

Among the 322 respondents, 206 respondents (64%) were male and 116 respondents 

(36%) were female.  

The majority of the respondents were 18-21year (73.9%), 164 students (50.93%) are 

studying at Krasetsart University in Nautical science with 140 persons (43.48%), 161 

persons (50%) have fair English skills, 135 persons (35.7%) have average family income 

per month of 30,001-80,000 baht, 307 persons (95.3%) expect to get a high salary for 

future jobs, 191 persons (59.3%) know about the international MBA program, Burapha 

University. 87 persons (40.1%) know from the website, 100 persons (31.1%) think that 

the international MBA program is a modern program that fits the ASEAN economic 

trend, 289 persons (89.8%) engage with their current university, and 315 persons (97.8%) 

expect to have a good career in the future. 
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Testing of Hypotheses 

 

Table 2 Summary of hypothesis test results 

 

Hypothesis Statistical value Sig. Support  

1.  Different demographic factors have different  

intentions to study in the International MBA Program,  

Burapha University. 

-  Different genders have different intentions to study in 
The International MBA Program, Burapha University. 

t = 0.187 0.852 No  

-  Different ages have different intentions to study in 
The International MBA Program, Burapha University. 

F = 0.795      0.452 No  

-  Different current universities have different 
intentions to study in The 

F = 0.103           0.748 No  

International MBA Program, Burapha University.     

-  Different majors have different intention to study in 
The International MBA Program, Burapha University. 

F = 1.198 0.310 No  

-  Different English skills have different intention to 
study in The International MBA Program, Burapha 
University. 

F = 0.544 0.653 No  

2. Different economic factors have different 

 intentions to study in The International MBA Program,  

Burapha University. 

-  Different average family incomes have different 
intention to study in The International MBA Program, 
Burapha University. 

F = 1.123 0.348 No  

-  Different income prospects have different intention to 
study in The International MBA Program, Burapha 
University. 

t = 0.005 0996 No  

3. Different psychological factors have different  

intention to study in The International MBA Program,  

Burapha University. 

-  Different perceptions towards the international MBA 
Program, Burapha University have different intention 
to study in The International MBA Program, Burapha 
University. 

t = 2.480      0.014 Yes  

-  Different channels to know about the international 
MBA Program, Burapha University have different 
intention to study in The International MBA Program, 
Burapha University. 

F = 1.375 0.226 No  

-  Different opinions towards the international MBA 
Program, Burapha University have different intention 
to study in The International MBA Program, Burapha 

F = 5.050 0.001 Yes  

University. 

-  Different engagements with the current university 
have different intention to study in The International 
MBA Program, Burapha University. 

t = 1.907 0.057 No  

-  Different career prospects have different intention to 
study in The International MBA Program, Burapha 
University. 

t = 0.887 0.376 No  

 

Table 3 Multiple Linear Regression Analysis of social factor and marketing mix factor 

that can influence the intention to study in the international MBA program, Burapha 

University of fourth year students 

 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

 

 

 

t                  Sig. 

Tole 

rance       VIF 

 B Std. 

Error 

Beta 

Constant -.062 .293  -.211 .833   

Program .314 .094 .215 3.323 .001 .499 2.003 

Tuition .268 .065 .216 4.135 .000 .763 1.311 

Physical evidence .259 .084 .186 3.071 .002 .569 1.758 

Influence of parents 

and friends 

.151 .053 .146 2.859 .005 .803 1.245 

R 0.581       

R Square 0.338       

Adjusted R Square 0.329       

 F-ratio 40.389 0.00*      

Durbin Watson                      2.000 

Dependent Variable is intention study 

 

Table 3 shows that there is no multicollinearity problem which can consider from a 

Tolerance of program which is 0.499, Tolerance of tuition is 0.763, Tolerance of physical 

evidence is 0.569 and Tolerance of influences of parents and friend is 0.083 which is 

more than 0.5. VIF of program is 2.003, VIF of tuition is 1.311, VIF of physical evidence 
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is 1.758 and VIF of influence of parents and friends is 1.245 which is less than 10. Durbin 

Watson is 2.000 with a range of 1.5 - 2.5 (Hutcheson & Sofroniou, 1999, 49). It can 

imply that there is no correlation of independent variables. 

 

The Correlation Coefficient (R) between the program, tuition, physical evidences and 

influence of parents and friends and intention to study in the international MBA program 

of the fourth year students is 0.581. This can imply that the correlation coefficients (R) of 

that program, tuition, physical evidences, influence of parents and friends and intention to 

study in the international MBA program of the fourth year students is 58.1%. The R 

Square is 0.338 and the Adjusted R Square is 0.329. This can imply that the 

differentiation of the intention to study in the international MBA program of fourth year 

students depends on the program, tuition, physical evidence and influence of parents and 

friends 32.9%.  

 

To analyze the statistic F-test, it found that Sig. = 0.000 which is less than a significance 
level of 0.05. This can imply that there are social factor and marketing mix which can 
predict a change of intention to study in the international MBA program, Burapha 
University. Therefore, the researcher was able to indicate the equation as below:  

Unstandardized equation 

Unstandardized  Ŷ  =  -0.62+0.314X1+0.268X2+0.259X3+0.151X4 

When                   Ŷ = Intention to study in the international MBA program                
                                    Burapha University 

       X1 = Program 

       X2 = Tuition 

                   X3 = Physical evidence 

       X4 = Influences of parents and friends 

 

The equation above shows that if the program changes 1 point the intention to study in the 
international MBA program Burapha University will change 0.314 point by controlling 
the constant of other variables.    

The equation above shows that if the tuition changes 1 point the intention to study in the 
international MBA program of Burapha University will change 0.268 point by controlling 
the constant of other variables.   

The equation above shows that if the physical evidence changes 1 point the intention to 
study in the international MBA program Burapha University will change 0.259 point by 
controlling the constant of other variables.   

The equation above shows that if the influence of parents and friends changes 1 point the 
intention to study in the international MBA program Burapha University will change 
0.151 point by controlling the constant of other variables.   

Standardized equation 

Standardized       Ŷ  =  0.215X1+0.216X2+0.186X3+0.1461X4 

When                   Ŷ = Intention to study in the international MBA program                
                                    Burapha University 

       X1 = Program 

       X2 = Tuition 

                   X3 = Physical evidence 

       X4 = Influences of parents and friends 

 

The equation above shows that if the program changes 1 point the intention to study in the 
international MBA program Burapha University will change 0.125 point by controlling 
the constant of other variables.    

The equation above shows that if the tuition changes 1 point the intention to study in the 
international MBA program Burapha University will change 0.216 point by controlling 
the constant of other variables.   

The equation above shows that if the physical evidence changes 1 point the intention to 
study in the international MBA program Burapha University will change 0.186 point by 
controlling the constant of other variables.   

The equation above shows that if the influence of parents and friends changes 1 point the 
intention to study in the international MBA program Burapha University will change 
0.146 point by controlling the constant of other variables.   

Therefore, the conclusion is the program, tuition; physical evidence and influence of 
parents and friends have a correlation with the intention to study in the international MBA 
program Burapha University. 

 

Discussion 

Found that different perceptions towards the international MBA program have different 
intention to study in The International MBA Program, Burapha University, the results 
show that students who know about the international MBA program Burapha University 
have higher intentions to study in the international MBA program Burapha University 
support by Mashood, Chenicheri and Lorraine (2013), found that that students’ 
perceptions of the private for-profit higher education institutions are an important factor 
in influencing students choosing to study at the institution. 
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Different opinions towards the international MBA Program, Burapha University have 
different intentions to study in the international MBA which is related to Ho (2012) who 
did an exploratory study on relationships between factors that influence consumers’ 
perceptions of retail branding and purchase behavior. The findings show that both 
perceived retail brand communication and perceived retail brand performance have a 
positive influence on purchase behavior. 

 

Different influences of parents and friends have different intentions to study in the 
international MBA program, Burapha University support by Chen, Ching-Huei; Zimitat, 
Craig (2006), found that the influence of family and friends were more important for 
Taiwanese student’s decision making.  
 

Program can influence the intention to study in the international MBA Program Burapha 
University support by the study of Musikong (2007), the results reveal that found that the 
most important factor that influences the parents’ decision is the product element and 
support by the study of Rusell (2005), found that within Bournemounth University the 
reputation of hospitality and tourism programs and education links are the most important 
consideration for students making decisions regarding their choice of program and place 
of study. 

 
Tuition can influence the intention to study in the international MBA program Burapha 
University support by Binsardi and Ekwulugo (2003), found that the best way to attract 
more international students, according to the respondents, are lowering tuition fees and 
providing more scholarships, support by Ho (2012), The results show that perceived retail 
positioning on price had a positive influence on purchase behavior. 
 
Physical evidence: physical evidence can influence the intention to study in the 
international MBA Program, Burapha University support by Mehboob, Shah and Bhutto 
(2012) studied the factors influencing student’s enrollment decision in the selection of 
higher education institutions (HEI's). The results show that factor facilities influence 
students’ decisions in the selection of HEI’s.   

Recommendations 

According to the research results, different psychological factors have different intentions 
to study in the international MBA program, Burapha University. Social factors and 
marketing mix factors can influence the intention to study in the international MBA 
Program Burapha University. Therefore, the Graduate School of Commerce Burapha 
University should enhance marketing strategy in the following aspects:  

 

The Graduate School of Commerce, Burapha University should continue to promote the 
program to the public by using websites, continue expanding the reputation of the 
program to public and develop the program to fit with the ASEAN economic trend in 
order to reach ASEAN targets.  

 

The Graduate School of Commerce, Burapha University should create customer 
satisfaction with current students in order to make them have good experiences during the 
period of studying at the Graduate School of Commerce, Burapha University. This will 
create a positive attitude towards the Graduate School of Commerce Burapha University. 
The alumni and current students are an important channel to promote the program to the 
public especially, with their relatives or friends.  

 

The Graduate School of Commerce, Burapha University should continue developing the 
program by following the majority of the opinions that the international MBA Program is 
a modern program that fits into the ASEAN economic trend. The Graduate School of 
Commerce, Burapha University might have to enlarge the ASEAN economic knowledge 
to the international MBA Program. 

 

Students are highly influenced by the value of tuition expenses when compared with the 
quality of the program, followed by the tuition is suitable with the hours of the program 
and less expensive when compared with similar programs from other universities which is 
consistent with the results that students are highly influenced by the International MBA 
Program ability to respond to their needs of improving business administration 
knowledge and English skills. This can imply that students put an emphasis on the quality 
of the program first, then consider the tuition. Therefore, the Graduate School of 
Commerce Burapha University should continue developing the program and promote the 
value of this program to students, to indicate that they will receive great benefits during 
their studies at the university and after they graduate.      

 

The cleanliness of the facilities and the atmosphere are important for the educational 
institute, students prefer to study in a clean classroom, to have enough facilities to service 
them, and to use a clean toilet. Therefore, the Graduate School of Commerce Burapha 
University should facilitate the physical evidence aspect to attract both current students 
and applicants. 

 

Future research recommendations 

According to the research results, future recommended research could be on both 
quantitative and qualitative research. Qualitative research will help a researcher find the 
real reasons inside students’ minds to support the results that a researcher received from 
quantitative research by focus groups. Second, this research was conducted only with 
international students who were studying in Chonburi, Thailand. Therefore, the research 
could be expanded to foreign students who study outside Thailand such as China, 
Cambodia, Vietnam, and others ASEAN countries. Third, future research could study the 
factors influencing student satisfaction with international educational programs in the 
Graduate School of Commerce Burapha University, and how such factors influence 
student motivation, admissions, retention and performance. 
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ABSTRACT 
 The researcher determined the performance of the of Business Administration (BA) - Financial Management 
(FM) students of 2012 and 2013 who rendered on-the-job training inside the school campus and in the business 
sector or off campus. The study comprised of respondents the same eighteen students who rendered on the-Job 
Training (OJT) on- and off- campus. The study revealed that the OJT students obtained a high level of 
performance both in on and off campus as evaluated by their immediate superiors. They were evaluated based 
on the given criteria of quality of work, job knowledge, quantity of work, work attitude, cooperation and 
interpersonal relationships, attendance, leadership, personal appearance, public relations and communications It 
showed that in all the criteria of evaluation used to assess the OJT students, thirteen students or 72% out of 
eighteen got a similar rating of high pass from their off-campus and on-campus OJT. While, three out of 
eighteen students or 17%, obtain a similar rating of Pass and only two students or 11% did not get a similar 
rating in their On and Off campus OJT. There are nil students who got a rating of low pass or failed. The study 
showed that there is no significant difference in the level of performance on-campus and off-campus OJT 
students. It was recommended that the school and its partner companies should further intensify the OJT 
programs in place to fully prepare the students for their OJT and employment afterwards.  

Keywords On and Off campus practicum, correlation, performance 

I.  Introduction 
 

A study by the McKinsey Global Institute (2012) showed that young workers continue to suffer from the brunt 
of labor mismatch with the demand for low-skill labor gradually falling over time. Employers will need not just 
more workers with college degrees; they will need graduates with training in specific specialties. Love Basillote 
(2014), Philippine Business for Education (PBEd) executive director, sees the need to bridge job-skill mismatch 
by fostering collaboration between the business and education sectors. 
On the-job training, a prerequisite for graduating students is a type of skill development where a worker learns 
how to do the work through hands-on experience. It is a stepping stone of the students because it focuses on real 
situation that are really happening in a company. Students are given a chance to apply the theories principles 
that they have learned from the school.  
The training exposes the graduating students to the real environment of a certain organization. Adjusting oneself 
and mingling with others is necessary to cope with different standards and attitudes of every individual in a 
particular field of industry.  
On the-job training will be a bridge to enhance skills in communication and technical activities which a plus 
point in landing a job and ease the culture shock while dealing with different specialized people of their 
expertise.  
This is in contrast to skill formation that is purely cognitive or perceptual. On the-job training generally gives 
the trainee the opportunity to work in the same place and with the same equipment that will be used regularly 
which can make it an efficient approach to learning new things. It can also be a useful tool to helping 
unemployed people develop new job skills. Training an employee on the job is one of the most effective 

teaching methods because it gives the worker practical experience with the tools and equipment he or she will 
be working with each day.  
According to Kramer, M. and Usher, A. (2011), Work-Integrated Learning (WIL) refers to types of student 
employment experiences that are usually organized by their institution, related to their field of study and geared 
toward making connections between classroom learning and on-the-job experiences. In Australia, where Work-
Integrated Learning was the focus of an extensive national scoping study in 2008 (Patrick et. al,2008), it was 
defined as “an umbrella term used for a range of approaches and strategies that integrate theory with the practice 
of work within a purposefully designed curriculum.” The World Association for Co-operative Education,1 an 
international organization with representatives from 46 countries around the world that promotes programs 
combining professional work experience with school-based learning, defined work-integrated learning as a 
combination of professional work experiences with classroom studies, in variable formats that can include any 
of the following: 

• Research • Internships 
• Study Abroad • Service Learning 
• Student Teaching • Clinical Rotations 
• Community Service • Industry Attachments 
• Cooperative Education • Professional Work Placements 

In a study of Sattler (2011), he reviewed available literature and conducted key informant interviews with 
stakeholders at several Ontario colleges and universities on the topic. He developed the following typology for 
Work-Integrated Learning in Ontario as follows: 

• Systematic Training (workplace as the central place of learning) 
o Apprenticeships 

• Structured Work Experience (familiarization with the world of work) 
o Field experience 
o Mandatory professional practice 
o Coop 
o Internships 

• Institutional partnerships (Activities/programs to achieve industry or community  
Goals) 

o Applied research projects 
o Service-learning 

From this brief overview, it is clear that the term Work-Integrated Learning covers a wide variety of 
experiences. Some of them involve paying jobs, others do not. Some of them are mandatory while others are 
voluntary. Some last an entire semester, while others may last only a few days. Even if it is widely accepted that 
Work-Integrated Learning programs are valuable because they align theoretical classroom learning with 
practical workplace skills, it would not be reasonable to expect that the different types of WIL would have 
consistent outcomes. Unfortunately, while there has been a great deal of research on specific forms of Work-
Integrated Learning (mostly co-op), there has been little research that compares outcomes. 
Walters and Zarifa (2008) compared the outcomes of students in university and college co-op with those in non-
co-op programs. The research found that the extent of the advantage conferred by co-operative programs varied 
with the level of graduates‟earnings, their employment status (part-time versus full-time), and the level of post-
secondary study (college or university) and specifically, that the co-op “advantage” was higher at the university 
level than at the college level. 
A Canadian Council on Learning (2009) review of international research about the impacts of experiential 
learning at the secondary school level showed that programs that included an experiential learning component 
contributed to increased rates of either program completion or student retention. In a similar vein, a second 
study by CCL (2007) focusing on WIL in New Brunswick found that two-thirds of students participating in such 
programs reported that the experience helped them to identify their academic direction, and three-quarters 
reported that WIL helped them to identify their career direction. 
Ninety-one percent of students and seventy percent of employers rated the WIL experience valuable. Not all 
forms of WIL have been especially well-covered by the literature; in the existing Canadian research, co-op has 
been the focus essentially to the exclusion of almost all other forms of WIL.2 But it is a particularly intense 
form of WIL; usually, it lasts longer, involves pay and is highly integrated into academic programs. Though 
other forms of WIL share some of its characteristics, it would be a stretch to suggest that they are equally able to 
deliver benefits since they are usually less intense treatments. 
The Industry Academe Linkage Program or on the job training is an internship program where the students in 
their senior years are assigned to undergo hands on training from sponsoring companies/banks/financial 
institutions in private industries or government sector, rendering an equivalent of 500 hours for a period of one 
semester. Its main objective is to expose college students to the relevant and present human resource needs of 
the industry and enhance the quality of education. It provides actual experiences in the students‟ respective 
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the industry and enhance the quality of education. It provides actual experiences in the students‟ respective 



The 5th Business, Economics and Communications International Conference, 2015 
   

198

fields of specialization. Its primary instructional strategies are self directed learning, self-assessment, peer 
teaching and reflective practice.  
The course is handled by a faculty coordinator with more than three years of experience in a standardized field 
who collaborates with different business firms, banks and financial institutions and local government agencies.  
Business Administration students are eligible for the practicum program if the students is on his/her senior year, 
must be officially enrolled in the practicum program, must have read and understood the terms and conditions in 
the memorandum of understanding duly signed by the student trainee, the coordinator, and the Dean, must 
attend orientation both inside the classroom and the individual/partner, must be physically prepared for the 
program and must observe ethical values and appreciate corporate social responsibility.  
 Upon completion of the required 500 hours, the trainees will be evaluated using the prescribed Practicum 
Training Evaluation Report. The said evaluation form (Exhibit 1) shall be forwarded and/or submitted by the 
concerned Industry Partner either through mail or hand carried by the intern to the Industry Academe Linkage 
Program Coordinator.  
 The Industry Academe Linkage Program Coordinator shall then compute the final grade of trainees not only 
based on the evaluation report but the faculty-coordinator‟s assessment of the overall student performance as 
well as the submission of requirements for the OJT program.  
After completion of the required number of hours, it is expected that the trainees must have, among others, the 
following: 
1. Developed the required personal and professional competencies as well as the proper work values and ethical 

behavior; 
2. Deepened students‟ understanding of the requirements of specific and related jobs; 
3. Applied the required knowledge, skills and competencies in their areas of specialization in the preparation for 

the world of work as managers and business practitioners.  
 

The On-the-Job training assigned, on-campus and off-campus, are well oriented as to the On-the-Job training 
requirements to comply with, work practices to observe, and regulations to follow. The On-the-Job training‟s 
needs are addressed by providing them with the necessary orientation conducted by bank personnel and faculty 
adviser, on-campus skill enhancement, and work assignment appropriate to their acquired skills. All trainees 
must be aware of the company policies. In terms of monitoring, the most salient indicator was the checking of 
attendance regularly, followed by regular overseeing of work performance.  
The students, who are taking up Financial Management, have gained knowledge about the general operations of 
the financial institutions in their studies. They are fielded in the different banks around Imus, Cavite which is 
their target employer upon graduation. These are the Land Bank of the Phils., Robinsons Bank, Imus Rural 
Bank, RCBC Savings Bank, Planters Development Bank, and Phil. National Bank. Their job assignments 
include typing of clients‟personal data, segregating and counting of coins, scanning, encoding of other bank 
transaction, answering of phone calls, checking and arranging the inward checks, writing the returned checks 
into the logbook among others.  
 The students, on the other hand, are assigned at the IIMPC Lab Coop for their On-the-Job training campus 
while the main business of the Coop is to provide service to its student depositor, which is parallel to a bank 
operation. 

Exhibit 1 
 

Practicum Training Evaluation Report Form 
High Pass Pass Low Pass Failed
(1.0-1.5) (1.75-2.5) (2.75-3.0) (5.0)

A. QUALITY OF WORK
a. Tries his/her best to perform work of high quality
b. Is accurate and through

B. JOB KNOWLEDGE
a. Possess required background
b. Knows requirements and responsibilities of work

C. QUANITITY OF WORK
a. Output or work is reasonable
b. Can be depended upon to finish tasks

D. WORK ATTITUDE
a. Assures responsibility willingly
b. Accepts corrections positively

E. COOPERATION/INTERPERSONAL RELATIONSHIPS
a. Works harmoniously with superiors/co-workers
b. Is a team worker

F. ATTENDANCE
a. Is regular in attendance and is punctual
b. Calls in when not able to report for work

G. LEADERSHIP
a. Works with minimum supervision
b. Shows initiative and creativity

H. PERSONAL APPEARANCE
a. Is neat in attire and has corporate image
b. Is dignified and professional in manner

I. PUBLIC RELATIONS
a. Deals with the public in courteous manner
b. Is helpful to customers

J. COMMUNICATIONS
a. Has good diction/speaks in well modulated voice
b. Listens and understands instructions

Total

Conceptual Framework of the Study 
 

Figure 1 
Diagram of Flow of Relationships between Variables 

 
                                            Input                                                                                                                                                              Process                                                                                                                    Outcomes 

Figure 1 shows the diagram of the flow of relationships between input, process and output regarding assessment 
as a culminating part of the OJT program. Respondents of the study are the bank managers and the IIMPC 
Laboratory Coop manager where they make an assessment on the performance of the Financial Management 
students. The study presents the ratings the students obtained as evaluated by managers as to the performance of 
the OJT on campus and off campus. An improved OJT program can be developed based from the data of the 
study.  

 
2. Statement of the Problem 

 This study aimed to show the difference in the performance of the on the-job training performance on campus 
and off-campus of Imus Institute‟s Bachelor of Science in Business Administration major in Financial 
Management that would answers the following questions: 

Performance rating 
of on-campus and 

off-campus 
students 

Comparison of the 
performance rating 
of on-campus and 

off-campus 
students 

 

Improved OJT 
program for 

College of BA 
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1. What is the level of performance of on-campus and off campus OJT students? 
2. Is there a significant difference between the performance of on-campus and off- campus OJT students? 
3. What measures can be recommended for improving the on the-job training of the respondents? 

 
2.1Hypothesis: 
The following hypothesis was presented: 
There is no significant difference between the performances of on-campus and off-campus BSBA Financial 
Management OJT students.  

 
2.2Significance of the Study 
The results of the study reinforce the efforts of Philippine Business for Education (PBEd) and the institute in 
providing education that effectively prepares the graduates for work in the financial institution industry; the 
results of the study could be used as bases for curriculum planning, results of OJT evaluation shall provide 
curriculum planners with information on the competencies of the trainees, hence helping the planners identify 
areas of training that need to be enhanced. Furthermore, this study offers baseline information on the work 
standards set by banks and different department of the college. Finally, the findings of this study could help the 
institution identify the training needs of its practitioners in relation to the job competencies required. Such an 
effort would ensure the employability of the graduate. This would result in improved OJT program for BSBA – 
FM and other programs of the Business Administration.  

 
2.3Methodology 
Research Design. The study used the descriptive analytic design involving quantitative and qualitative 
techniques. This type of research describes a situation or a given state of affairs. Evaluation method was 
employed to get a general picture of the characteristics of the study population at a particular time.  

 
2.4Respondents of the Study 
Table 1 presents the number of students rendering OJT service for 180 hrs at the IIMPC Laboratory Coop and 
500 hrs for those deployed in partner banks such as Land Bank of the Phils., Robinsons Bank, Imus Rural Bank, 
RCBC Savings Bank, Planters Development Bank, and Phil. National Bank. These are the students who 
graduated in 2012 and 2013 and were rated by the bank managers and IIMPC Laboratory cooperative based on 
their performance. In each assignment, two students are stationed in every partner banks and two students were 
assigned at the IIMPC Laboratory Coop. The OJT practitioners have met all academics requirements and were 
given proper orientation. There were a total of 18 students who rendered on-campus and the same 18 students 
who rendered off campus on-the-job training.   

 

Establishment
Number of 
Students

On Campus 18
Off Campus 18
Total 36

Table 1
Number of OJT Students

 
 

2.5Data Gathering Instrument  
Data were gathered using the assessment form (Appendix) accomplished by the Bank branch managers and 
IIMPC Lab. Coop.  There were six bank managers and one IIMPC Laboratory Coop managers who rated the 
OJT students. They used the same evaluation training report based from the criteria namely quality of work, job 
knowledge, quantity of work, work attitude, cooperation and interpersonal relationships, attendance, leadership, 
personal appearance, public relations and communications.  

 
 2.6  Statistical Tools 
   Percentage was used to determine the relationships of the population of performance on and off campus. T-Test 
was used to arrive at the statistical computation of the differences in the performance. Table 3 presents the 
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Table 4 shows the significant difference in performance on rendering OJT on and off campus. The computed T-
Test shows that the p-value of 1with a probability value of 0.8868 is lower than the t computed value of -0.1447; 
therefore, the null hypothesis of no significant difference is not rejected. This means that there is no significant 
difference in the levels of job performance in terms of the given criteria in the evaluation.   
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QUALITY OF WORK
a. Tries his/her best to perform work of high quality 3.56 5 3.72 3
b. Is accurate and through 3.50 6 3.72 3
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Weighted Mean
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1. What is the level of performance of on-campus and off campus OJT students? 
2. Is there a significant difference between the performance of on-campus and off- campus OJT students? 
3. What measures can be recommended for improving the on the-job training of the respondents? 
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Table 5 shows the weighted mean performance of students rendering OJT on and off campus. The descriptive 
rating of High Pass, Pass and Low Pass was assigned with a numerical rating of 4, 3 and 2 respectively to get 
the mean rating. It shows that Off-campus OJT, the criteria of“Working harmoniously with superiors/co-
workers”ranked number 1 from the raters whereas In –campus OJT, “Attendance”ranked as the number 1.       
 

4. Conclusion 
4.1 Discussion 
 In the light of the findings of the study the following conclusions were drawn:  
1. The On-the-job training students performed well in their jobs as evidenced by the high pass ratings they 

obtained in the job performance evaluation by their immediate superiors.  
2. There is no significant difference in the performance rating of On-the-job training students whether rendered 

on-campus or off-campus.  
3.  On-campus students should be assigned to work in the various offices of the institute.  

 
4.2Recommendations 
 Based on the findings and conclusions of the study, the following are recommended: 
1. The in house on-the-job training students should not only be assigned to the IIMPC Lab Coop but as well to 

the different departments of the school like the Accounting Department, Budgeting Office, Human 
Resources Department, Inventory Department and the like.  

2. Aside from the Financial Management students, the in house On-the-job training students should also include 
other programs of the Business Administration like students of Management Accounting, Marketing 
Management, and Operations Management.    

3. Students doing OJT inside the campus should be given proper orientation regarding possible job assignments 
and monitoring of work output should be in place.  

4. A study should be made on what is the effect in terms of performance if the off-campus OJT is done in one 
whole semester than the usual 500 hours, given all academic requirements has been completed.   

5. Further research with the proposed title “Acceptability of different industry partners in accommodating 
Business Administration students undertaking On-the-Job training” should be made for the continuous 
improvement of the OJT program of the school.  
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The changing of environment have pushed leader to be more effective. There are no 
explicit guidelines in optimizing team effectivity in different scenarios. This current paper 
will examine model for effective team leadership for decision optimization. The model of 
this paper was generated from literature review.  This paper suggest that team 
performance will be determined by the behaviour and ability of the leader and member of 
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affect the effectiveness of team performance. 

Keywords system dynamics, team performance, leadership, team 

I. INTRODUCTION  

1.1 Background 

Nowadays, team based organization is one of the major trend in business organization 
because it’s believe that team help increase their flexibility and responsiveness. The 
effective implementation of team in an organization can provide competitive advantage. 
According to Medsker & Campion (2001) among the advantages of team in organization 
are the opportunity for synergistic combinations of ideas and abilities, social facilitation 
and support for difficult tasks and situations from team membership, facilitating and 
increasing communication and information exchange, enhancing interdependent 
workflow, forcing greater cooperation among team members, and greater potential for 
acceptance and understanding of team decision making. 

Previous research had been done in seeking the potency and performance of a team 
(Boies & Howell, 2006, Dionne & Dionne, 2008, Pasewark & Strawser, 1994). However, 
there is no explicit guidelines in optimizing team performance in different scenarios. In 
many best practice scenarios, the leaders are usually dealing with complex systems which 
influence many of the relationships between both internal and external factors. Team is a 
complex system which involve dynamic interaction between leaders and subordinates. 
Due to this complexity and difficulty, Kerr & Tindale (2004) suggest the use of 
simulation technology and  empirical work using dynamical models  as a suggestion for 
further examination of group decision making. By using system dynamic to model the 
complexity of team, this paper provide the dynamic interaction of leaders and members in 
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I. INTRODUCTION  

1.1 Background 
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because it’s believe that team help increase their flexibility and responsiveness. The 
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many best practice scenarios, the leaders are usually dealing with complex systems which 
influence many of the relationships between both internal and external factors. Team is a 
complex system which involve dynamic interaction between leaders and subordinates. 
Due to this complexity and difficulty, Kerr & Tindale (2004) suggest the use of 
simulation technology and  empirical work using dynamical models  as a suggestion for 
further examination of group decision making. By using system dynamic to model the 
complexity of team, this paper provide the dynamic interaction of leaders and members in 
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team decision making process.  This model will help leaders think more systematically in 
improving decision quality in their team.  

1.2 Research objectives 

The objective of this research is to understand the complex system of a team, also to 
understand the interest and value of leader and members in the team, and how they affect 
team performance. 

 

2 LITERATURE REVIEW  

This part reviewed the theories on team performance and modelling team performance 
using system dynamic approach. 

2.1 Team Performance 

Team consists of individuals who interact with one another and linked in common 
purpose. Usually, members of team conducts tasks that are too complex to do 
individually. In making a decision as a team, clearly the characteristic of individual 
involved in a team will affect the quality of the decision produced by the team. Salas et al 
(2005) suggest that characteristic of individual such as expertise, cognitive ability, 
culture, attitude, personality, and mental model impact the way the individuals interact in 
a team, thus influencing the team performance. 

Cognitive ability, namely general intelligence is important when human make a 
decision,  especially in team decision making, which involve more complex situation. 
Gottfredson (1997) discussed that among other factors, intelligence is often the most 
important factor affecting performance in highly complex job. Furthermore, Gottfredson 
(1997) also argued that general intelligence (g) has pervasive utility in work setting, it is 
due to its ability to deal with complex information processing. 

Team performance, especially on decision making tasks, has also been linked to the level 
of expertise (Libby et al, 1987). The role of expertise within a team is important. This 
role often refers as advisor of the team. In a team, enhanced social power can be received 
from the perceptions of expertise or a member whose information is similar to that held 
by others in the team (Kameda, Ohtsubo, & Takezawa, 1997). Thus high expertise 
member could be in the position to solely determine the direction for the group. 

Speaking about team performance, we  must also included team characteristics such as 
team structure, cohesiveness, team size, team climate and team diversity (Salas et al, 
2006). These factors impact the important of the different team competencies and aspects 
of work structures and task characteristics, thus they are important to include in team 
performance. 

2.2 System Dynamic for Modelling Team Performance 

Modelling and simulation for theory development have been used in many social study 
areas, however the use of this approach in management and organisational studies have 
been relatively late and limited in scope (Davis, et al, 2007; Harrison et al, 2007). 

Almost in every review article on the use of simulation modelling for management theory 
development, system dynamics is presented as one the most common simulation 
modelling approaches/formalisms (Davis, et al., 2007; Harrison, et al., 2007). 

Salas et al (2005) argue that, due to its dynamic and complex interaction, modeling team 
performance is more difficult than modeling individual performance. To guide research 
on modeling team performance, Salas et al (2005), provide a heuristic to guide 
researchers in determining which factors to include in team performance models. Those 
components are individual characteristic, team characteristic, task characteristics, work 
structures, environment, and work structure. Stated that decision optimization is a form of 
team performance, we then  applied their heuristic to guide our modeling of team decision 
making, especially as it relates to a dynamic decision-making process. Team is a complex 
system which involve dynamic interaction between leaders and subordinates. Due to this 
complexity and difficulty, Kerr & Tindale (2004) suggest the use of simulation 
technology and empirical work using dynamical models as a suggestion for further 
examination of group decision making. 

 

3. MODEL BUILDING  

3.1 Scope of the model 

 

Figure. 1 

In this research the behavior and ability of the leaders and members of team is observed 
as input in the model. These input will then transform to team performance as the output. 
This transformation process is intervened by the interaction within team. 
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3.2 Stock and Flow Diagram 

Regarding the dynamic of a team in achieving its performance, below is a purpose model 
using stock and flow diagram for team performance. 

 

 

 

 

 

 

 

 

 

 

 

Figure. 2 

In the causal loops of this stock and flow diagram, the process of completing task, which 
eventually affects perceived performance of a team is better by enhancing the numbers of 
idea implemented by the team. The idea implemented by team is affected by the number 
of idea generated by team. In a team, idea is generated in a process of generating idea. In 
this process, the cognitive ability and expertise of a team play important roles. 

The idea generated can be increased by improving team members’ empowering level. 
This diagram also suggest that team member’s empowering level will increase by 
improving team self confidence and leader’s confidence on team, which both affected by 
perceived team performance. The interaction between leader-members is a critical issue 
that requires leaders to be clear with direction and empower others toward the goal, which 
eventually will increase members participation in the process of generating idea. 
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ABSTRACT 

 

Social media has provided opportunities for small-medium enterprises (SMEs) to sell 
their products and services through online purchasing. Without any geographical 
restrictions consumers can purchase services and products with using social media 
platforms anytime and anywhere. However, most of the apparel companies are failing to 
offer an understanding of how to utilize social media platforms, for example, Facebook, 
Twitter and Instagram, adequately in their promoting strategies. Thus, it is a big challenge 
for small-medium enterprises that involve in apparel industry to adopt social media and 
this prevents apparel companies from drawing in more consumers. Therefore, the 
objective of the research is to investigate the adoption of social media in apparel industry 
which effectively to market, to understand consumers. The findings of this study will be 
helpful to apparel industry in planning alluring and powerful social media platforms to 
upgrade consumer's purchasing expectation and give more prominent comprehension of 
consumers' acknowledgement of Malaysia apparel shopping via social media. 

Keywords: Social Media, Adoption, Small-Medium Enterprises (SMEs), Apparel 
Industry, Perspective Insights, Malaysia 

 

1. Introduction 

The approach of the Internet allows social media to increase rapidly. Social networking 
has changed the arrangement of correspondence, communication, and interpersonal 
connections among people and retailers (Pookulangara and Koesler, 2011). It also has 
being used as business and marketing tools despite its position as social networking tool. 
Online networking is giving chances to future development through inventive and 
versatile marketing strategies (Schmidt & Ralph, 2011). This medium permits advertiser 
to create and assemble broad data to keep a cozy association with buyers (Pookulangara 
& Koesler, 2011). With the existing of social networking for example Facebook, Twitter, 
YouTube, and Instagram, clients of online networking can share and trade knowledge and 
information in the virtual environment (Pookulangara & Koesler, 2011).  

In United States, several studies has been conducted and it has been proved that the uses 
of social media indeed giving a positive impact on business especially on the Small-
Medium Enterprises (SMEs) (Swallow, 2010). However, the impact remains relatively 
mysterious since the trends of social media usage keep on changing. Previous research 
have concentrated on understanding the vital components that impact the adoption of 
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online shopping, yet there are no positive conclusions with reference to what variables 
add to consumers' expectation toward online shopping. Moreover, for apparel industry, 
little research has contemplated the variables affecting their decision to purchase.   

2. Problems Related to Adoption of Social Media in Apparel Industry 

Internet access rate is high among Malaysians however just little rate of clients need to 
shop on the web which has been stated by Haque, Sadeghzadeh and Khatibi (2006). In 
2011, as according to Pookulangara and Koesler (2011) 1% of buyers utilized online 
purchaser audits before settling on acquiring choices in retail business. In addition, online 
networking regularly changes the connections, association, and correspondence between 
online users (Pookulangara&Koesler, 2011). Smith, Fischer, and Chen (2012) stated that 
88% of advertiser’s utilized social networking for advertising purposes in 2012.Past 
research have concentrated on comprehension the essential components that impact the 
adoption of online shopping, yet there are no positive conclusions regarding what 
variables add to consumers' goal towards shopping online. Additionally, for apparel 
industry, slight is thought about the elements affecting their choice to purchase. 
Subsequently, by inspecting what components are imperative to online customers and 
anticipating their purchase aims, apparel industry can create successful systems for its 
items that will better position them against their rivals. 

In 2011, the persuasive force of social media sites influenced one-third of social media 
consumers' buying choices (Kunz, Hackworth, Osborne, & High, 2011). On the other 
hand, the use of social media as a powerful marketing tool being acknowledged by a few 
apparel companies (Kunz, Hackworth, Osborne, & High, 2011).  Thus, the aim of this 
research is to investigate the adoption of social media in apparel industry which 
effectively to market and to understand consumers. 

 

3. Methodology 

In this research, the insights regarding the social media adoption in apparel industry are 
investigated. The insights and experiences from participants regarding the phenomenon 
are gained through the phenomenological research design. According to Malina, 
Norreklit, and Selto (2011), the research questions such as why and how will be 
responded by using the qualitative approach. In addition, by using the phenomenological 
research design allow researchers to gain insights and enlightening information regarding 
on how apparel industry utilized social media adequately to comprehend and serve 
consumers. 

 

4. Results and Analysis 

The qualitative method through an interview and online survey facilitate the results and 
findings. By using the semi-structured interview with open ended questions, the 
interviewees were asked about the reasons and purposes, social media tools, targeted 
audience, monitoring and challenges and benefits of adopt social media in apparel 
industry which effectively to market and to understand consumers. 

4.1. Qualitative Results 
 

The purpose behind this subjective phenomenological study was to investigate how 
apparel industry utilized social media effectively to comprehend and serve consumers. 
From this study, the finding shows that all apparel companies need to comprehend why 
and how purchasers make buy choices. According to Kirtis & Karahan (2011) social 
media have turn into the most favored marketing tools among apparel industries which 
lead them to learn, comprehend, and serve buyers. Danias et al. (2010) also mentioned 
that purchasers always look for recommendations from people, Internet users, and 
companions online thus apparel industry need to change their marketing strategies by 
using social media as medium to interact and maintain relationship with consumers. The 
findings in this study demonstrated that retail advertisers and apparel industries owner 
need to coordinate multi-channel promoting methods, which incorporate social media and 
traditional marketing, to beat their rivals. The findings likewise showed that for retail 
advertiser and apparel industries owners utilizing one of the two promoting strategies will 
be adversed. 

According to Al-Debi, Al-Lozi, &Papazafeiropoulou (2013) consumers will keep 
utilizing the same social media when customers perceive additional value and advantages 
they get on the web, for example, quality, customer services, ease of use and convenience. 
Al-Debi et al. (2013) also stated that at the point when consumers perceive the high 
estimation of services and products that they plan to buy, customers frequently have more 
prominent expectations to keep obtaining from the same apparel company. Hence, apparel 
industry need to give basic, easy to use, and lovely encounters for shoppers to surf for 
details and information online (Al-Debi et al., 2013). 

4.2.Discussion 

Social influence and customers feedback have become critical components for consumers 
when they making purchasing-decisions online was found from this research findings. 
Social influence is the most important perspective insights to their apparel business as this 
has been mentioned by all of the respondents. Social media is a standout among the most 
capable tools to change other purchasers' buying choices. Apparel industries advertisers 
need to comprehend that customers trust social influence and customer feedback that 
other buyer give on social media platform. Apparel companies need to oversee online 
groups, empowering positive social influence, and disposing of negative data on 
company’s social media medium. Apparel industry need to participate in constant 
correspondences with purchasers to build up trust and energize positive social influence 
referrals. 

Apparel industry advertisers and owners need to utilize both offline and online 
advertising methods to reach and serve customers in accomplishing competitive 
advantages. Most of the respondents perceived the advantages of utilizing social 
networking, for example, Instagram, Twitter, YouTube, Blogs and Facebook in the 
apparel business. Accordingly, apparel boutique owner and advertisers must utilize both 
conventional and online marketing to serve and comprehend the needs of shoppers. The 
combination of such a multi-channel strategy has a tendency to give important 
information to apparel industry advertisers and owners such that they can create more 
deals and build income. K. Xu et al. (2012) stated that sentiment pioneers can impact 
other internet users’ buying behavior and perspectives in regards to apparel industry and 
their brands. Li & Du (2010) mentioned that supposition pioneers in SNS need to 
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recognize by the apparel industry. In addition, to recognize significant sites and 
assessment pioneers, apparel industry can guarantee that user’s supported organization 
brands items and services online (Li & Du, 2010).  

Two of the participants stated that it is time-consuming by using social media in order to 
communicate and respond to the consumer in the apparel marketing strategies. However, 
the other one of the respondents mentioned that the results were satisfy and effective 
since he had utilizing the professionals services for his apparel company. He also 
mentioned that by utilizing the professional services his company income expended 
drastically. Owner of the apparel company may consider retaining promoting proficient 
services who comprehend online networking and the retail apparel industry. These expert 
services suppliers can help the owner of the apparel company to enhance their online 
networking systems. From this study, the findings will be accessible in libraries for 
dispersal. 

 

5. Conclusions and Recommendations 

Among all variables, Social Influence has the best effect towards shoppers' online 
shopping intention. The implications of these essential components are debated. Apparel 
industries are proposed to consider these variables if they might want to advance the 
selection of online apparel shopping and build deals through online channel. 

This investigation gives an unmistakable picture on internet users prospective insights 
towards the online apparel shopping adoption. As the respondents are the visitors and 
consumers who have high potential in turning into the purchaser for the apparel industry 
thus this is especially essential. The solid social impact proposes that the advertisers 
ought to utilize different marketing strategy to achieve the target market. The future 
research may also incorporate the bigger sample size in order to enhance the clarification 
control and lessen speculation of the inferred results based on the sample size of this 
research study. Nevertheless, researcher ought to give careful consideration in translating 
or summing up the findings when applying them to the general populace. 
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ABSTRACT 

Researcher has debated whether leadership theory that originated from Western country 
can be implemented effectively in Eastern country, because of the cultural differences in 
those countries. As a result, many researchers try to incorporate cultural aspect into their 
leadership research in order to provide greater effectiveness. This research tried to 
develop Ki Hajar Dewantara leadership principle as Indonesia indigenous leadership 
measurement instrument. Expert interview is conducted in order to get theme that can be 
used to generate questionnaire item, and preliminary survey is conducted in order to 
provide data that can be used for exploratory factor analysis. The EFA result showed that 
two factor from the research can served as measurement instrument, and these factor 
representing two of three Ki Hajar Dewantara (Ing ngarsa sung tuladha and Ing madya 
mangun karsa), while the third factor (Tut wuri handayani) is still indistinguishable. 

Keyword: Ki Hajar Dewantara, Leadership, Indigenous, Indonesia 

 

1. Introduction 

There’s been a lot of leadership theory that emerge in last few decade, each has its own 
perspective. Some see it from trait perspective, decision making perspective, 
communication perspective, etc. But most of those theory is developed on western 
country, and it’s been a quite a long time that leadership researcher debated whether 
Western leadership theory can implemented in other part of the world, particularly Eastern 
country like Asia. Because Western and Eastern country has its own characteristic, like 
Hofstede, Hofstede and Minkov (2010) and House et al. (2004) research concluded. It’s 
naive to think that every leadership theory can generally implement everywhere. 

As an effect from those debates, many leadership theories from eastern country emerge in 
past decade. One of leadership theory that quote developed in these recent years is 
paternalistic leadership that developed by (Cheng et al., 2004). The triad paternalistic 
model that (Cheng et al., 2004) developed is based on Chinese Confucius philosophy. 

Asia country basically has similar value within its roots, including Taiwan and Indonesia. 
Based on value similarity, Irawanto (2012) try to examine the applicability of paternalistic 
leadership theory in Indonesia Government Institution, and as a result Indonesia 
paternalistic leadership model is developed. And the research result suggest that 
paternalistic leadership has high compatibility with Indonesia Government Institution, 
with the exception that there is one additional dimension emerge, which is visible 
leadership dimension. 

Even with Indonesia and Taiwan value similarity, it does not guarantee the leadership 
theory will fit completely. With all that fact, it is important to do leadership research that 
based on local philosophy, similar with paternalistic leadership that developed based on 
Confucius philosophy. This research proposes to use Ki Hajar Dewantara leadership 
principle as basic foundation to develop leadership approach that fits with Indonesia 
value. 

 

2. Cross Cultural and Indigenous Leadership 

The majority of the literature about leadership has been written in United States, Canada, 
and Western Europe (Den Hartog & Dickson, 2004). While it is alright for Eastern 
County to use natural science theory that developed in Western country, it is not the case 
with social science like leadership, because every country has its own unique value that 
makes some leadership behavior only effective in certain country. According to Suryani 
(2012, as cited in Jenkins & Chan, 2004; Taormina & Selvarajah, 2005), it is frequently 
found that Western style leadership does not guarantee business success in Asia. This 
suggests that there is no single best leadership in the world, and made many researchers 
around the world conduct cross-cultural research on leadership behavior (Bass, 1997; 
House et al., 2004; Pellegrini, Scandura, and Jayawarman, 2010; Taormina and 
Selvarajah, 2005). This awareness of cross cultural leadership has led researcher to do 
culture common leadership research (House et al., 2002) and indigenous leadership 
research (Cheng et al., 2004). 

One of the most developed research for common culture leadership is GLOBE (Global 
Leadership and Organization Behavior Effectiveness) research. What GLOBE research 
does is identify effective and ineffective leadership globally. At first GLOBE research 
generate 382 leadership questionnaire item from previous literature about leadership, and 
after a series of statistical method, it’s condensed into 112 leadership questionnaire item. 
Than these entire questionnaire is distributed into 15.000 managers from 61 countries in 
order to identify the dimension of the questionnaire item. Based on the result, six 
leadership dimensions are identified: charismatic/value-based leadership, team-oriented 
leadership, participative leadership, humane-oriented leadership, autonomous leadership, 
and self-protective leadership (House et al., 2004). These entire six leadership dimension 
is representing common leadership behavior that perceived effective or ineffective across 
61 countries around the world. 

Dickson et al. (2003) noticed that the search for common culture leadership is decreased 
and the tendency to find leadership differences between cultures (indigenous leadership) 
are more common, for example, recently Cheng et al. (2004) developed a culture specific 
leadership model namely triad model paternalistic leadership. This model is developed 
based on Confucius philosophy and in line with Taiwan leader characteristics which is 
family like and nurturing. 

Paternalistic leadership has three main dimensions: authoritarianism, benevolence, and 
moral character (Farh & Cheng, 2000). Authoritarian leadership is characterized by Farh 
and Cheng (2000) as leader and subordinate hierarchical relationship, and leader 
behaviour that consist of: authority and control, underestimation of subordinate 
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and the tendency to find leadership differences between cultures (indigenous leadership) 
are more common, for example, recently Cheng et al. (2004) developed a culture specific 
leadership model namely triad model paternalistic leadership. This model is developed 
based on Confucius philosophy and in line with Taiwan leader characteristics which is 
family like and nurturing. 

Paternalistic leadership has three main dimensions: authoritarianism, benevolence, and 
moral character (Farh & Cheng, 2000). Authoritarian leadership is characterized by Farh 
and Cheng (2000) as leader and subordinate hierarchical relationship, and leader 
behaviour that consist of: authority and control, underestimation of subordinate 
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competence, good image building and didactic style. The second dimension is 
benevolence, in line with the Confucius philosophy which have the value of a gentle, 
nurturing, and caring, benevolent leader try to build a social relationship with his/her 
subordinate, for example if the subordinates have a personal and family problems, the 
leader try to help his/her subordinate (Farh & Cheng, 2000; Farh et al., 2006). The third 
dimension, the moral character dimension means that a leader must give his/her 
subordinate a good exemplary behaviour, and able to act as a role model. In the Asia 
Context, it is important for leader to have moral character dimension (Cheng et al., 2004), 
as it is in line with the Confucius philosophy on moral principles of lead by virtue (Farh 
et al., 2006). So in the paternalistic leadership, leaders are expected to have high moral 
standards and serve as a role model, led by authoritarian style that based on hierarchy, but 
at the same time still maintaining good relationship with their subordinate by practicing 
benevolence style. 

Because the proximity of Taiwan and Indonesia cultural value, Irawanto (2012) also try to 
examine applicability of Paternalistic Leadership to public sector organizations in 
Indonesia. The research found that the Paternalistic Leadership model has high 
compatibility within this setting. While the research conducted by Irawanto (2012) 
produced findings that support the application of Paternalistic Leadership to Indonesian 
leadership, there were some differences between the Indonesian dimension that emerged 
and the Taiwan dimension. Visible leadership emerge as a new dimension unique to 
Indonesia value. The term visible means that the leaders had to be seen lead the followers. 
As Irawanto (2012) reviewed, the visible leadership that emerged in Indonesian context in 
line with Koentrjaraningrat (1985) and Liddle (1996) statement about how Indonesia 
people prefer to have leaders that stand in front of his/her subordinate. 

 

3. Ki Hajar Dewantara Leadership Principle and Its Relation to Javanese Culture 

Most cross-cultural research on leadership behaviour have been carried out by comparing 
the similarity between cultural groups or countries, while indigenous approach try to 
understand human behaviour that unique to a culture. In order to explain certain 
leadership phenomena, this approach uses terms and concept that native from the culture, 
and specifically designed for its people (Kim & Berry, 1993). This approach is crucial for 
understanding and developing local leadership styles in accordance with local culture and 
context. 

Previous research (Hofstede 1982; Irawanto 2011; Schein 2004) shows that dominant 
culture in a country give a significant influences on individual and organizational 
behaviour. While in Indonesia organizational context, Javanese culture influenced the 
behaviour of Indonesian people (Irawanto 2011; Magnis-Suseno 1997; Mulder 1994; 
Yudianti and Goodfellow 1997). This is happens because of the Javanization, the attempt 
to make other people act like Javanese that practiced in President Soeharto regime 
(Sutarto, 2006). Javanization done through the mass media report on all activities that 
contain Javanese way of life, through the use of certain Java language as a slogan, 
through transmigration program, and through the bureaucracy by placing Javanese people 
in strategic posts around the Indonesian archipelago (Chariri, 2006). Another evidence 
about Javanese culture as Indonesia dominant culture comes from Hofstede (1982). The 

study result stated that, in general Javanese culture has influenced the Indonesia 
organization and its leader. Widyahartono (1991) and Yudianti and Goodfellow (1997) 
stated that the characteristic of the Javanese leadership can be related to the principle of 
Ki Hajar Dewantara Leadership. 

Ki Hajar Dewantara principle about leadership implemented for the first time in Taman 
Siswa educational environment. Later on, this principle is implemented on Indonesia 
Ministry of Education and eventually embedded in Indonesia people way of thinking 
throughout the education. The leadership principle consists of three dimension ing ngarsa 
sung tuladha, ing madya mangun karsa, tut wuri handayani. 

Ing ngarsa (in the front) sung tuladha (as an example) means that leaders have to be a 
good example for their subordinates through their positive attitude, words of wisdom and 
exemplary behavior (Widyahartono 1991; Yudianti and Goodfellow 1997). Leaders must 
be able to develop themselves by changing their attitudes and behavior to be a role model 
for their subordinates. For example, subordinates will perform honestly if they see that 
their leaders demonstrate honest behavior.  

Another example from Javanese culture related with ing ngarsa sung tuladha is manut 
lan miturut. For most ethnic groups in Indonesia, there is this principle which in Javanese 
is called manut lan miturut (Dardjowidjojo, 2001), cultural values which states that 
standards for assessing whether a child is good or bad is by the level of child obedience. 
The more obedient he/she is, the better he/she is considered. Since childhood, Indonesian 
children grew up in a social environment in which the parents should be viewed as a role 
model. Parents set up the norms to which the children are expected to follow. This 
parental behaviour is extended to the environment outside the family, for example guru 
(teacher) in the school. A guru (teacher) plays a role as school time parent. He/she must 
be digugu (trusted that what he/she says is right) and ditiru (imitated). A teacher is a 
figure whom we must trust and whose behaviour we must follow. Therefore, all guru 
should give good examples in manners and behaviour, and members of society should 
also imitate those examples in their daily practice. 

Ing madya mangun karsa literally means that in the middle, build the will or intention. 
Sometimes, as leaders, we need to be in the middle subordinate work and do task together 
with them. A leader must have the ability to motivate and build a spirit of innovation, 
self-reliance and creativity in subordinates (Widyahartono 1991; Yudianti and 
Goodfellow 1997). Leader also has to make conducive and pleasant working condition. 
This also means at times to times must do and help subordinate work, doing some task 
together. This argument corresponds with concept of musyawarah mufakat and gotong 
royong in Indonesia culture. 

Musyawarah mufakat is a concept that demonstrates a democratic way of problem solving 
and decision-making. To maintain social harmony, a leader will focus on collectivism in 
making a decision. Marsh and Goodfellow (1997) emphasize two important concepts 
about the leadership and decision making process in Javanese culture, which is 
musyawarah (mutual deliberation) and mufakat (the common unanimous decision). 
Where Magnis-Suseno (1997) stated that musyawarah refers to the fact that all decisions 
should be made only after a consensus or compromise has emerged. Another concept is 
gotong royong (carry together) that refers to a principle that says that people must help 
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each other (Magnis-Suseno 1997). When there is a community need, such as repairing 
streets or building a school or a mosque, community members will do this together 
without any reward or payment. In work organizations, we can see gotong royong 
example, people often work together and help each other even on tasks that are beyond 
their duties. 

Tut wuri handayani means that from the back, give encouragement. In other words, it 
means that a leader must give a moral support and encourage working enthusiasm 
(Raharjo, 2010). There is a time for leaders to let subordinates do their own. A leader just 
needs to step back and stand behind to give encouragement and coaching. Let the 
subordinates do their duty and leader’s job is to observe the results of their work. 
Dewantara (1980) give an example for tut wuri handayani principle that implemented in 
the among system, teacher became a pamong (a leader that stand in behind), leader that 
give influence by giving his/her student opportunity to walk at his/her own feet and not 
continuously guided from the front. Its cover two aspects of tut wuri handayani which is 
administration freedom to students to developed the desire, ability and creativity as well 
as the aspect of giving encouragement, strength and guidance when it is needed. 

 

4. Methodology 

4.1. Instrument Generation 

There’s no empirical research that has conducted related to Ki Hajar Dewantara 
Leadership before, consequently there’s no measurement instrument dedicated to measure 
Ki Hajar Dewantara. In order to generate question item that can measure the dimension 
Ki Hajar Dewantara, expert interview and literature review is needed. 

Expert interview sample selection is based on how close the interviewee has implemented 
the Ki Hajar Dewantara leadership principle. Interviewee from Government Intitution is 
selected because this Institution is explicitly implement Ki Hajar Dewantara leadership 
principle, its evidence based on Goverment Leadership Training Document that contain 
Ki Hajar Dewantara as basic foundation to developed mindset of future leader 
Government Institution. More specific the interviewee that selected is the deputy of 
human resources and culture. 

Thirty two keyword is extracted and from the interview and grouped into nine major 
theme of leadership trait, which is team work, mengayomi (protective), motivate people, 
have vision or future oriented, directing, role model, paternal leader, communicative.  

Two method of item generation is conducted, the first method is to generate item based 
on existing leadership item. Based on the theme, we can modify existing leadership item 
and adjust it to match current research, for example vision or future oriented theme can be 
related to transformational leadership, team work can be related with people oriented 
leadership.  

The second method is to generate item only based on Ki Hajar Dewantara literature 
review. For example one of unique keyword guru (teacher), digugu (trusted that what 

he/she says is right) and ditiru (imitated) is not existed on Western literature, so for this 
kind of keyword, the question item is generated from Ki Hajar Dewantara and Indonesia 
culture literature. Based on these item generation method, 22 questionnaire item is 
generated. 

4.2. Identify Instrument Structure 

The next step is to identify the dimensional structure of the 22 question item. In order to 
do this, quantitative study must be conducted to gather collective or generalize perception 
of people about question item. This study sample consisted of 110 worker with Indonesia 
Nationality in Bandung (Indonesia Third largest city) and Jakarta (Indonesia largest city). 
The survey is distributed by sending the online questionnaire by email. Of the 110 
questionnaire distributed, 66 were completed, giving a response rate 62%.  

The sampling technique used in this research was probability sampling, that combine 
purposive sampling and a simple random sampling method. Purposive sampling was used 
to select the respondent characteristic, which is Indonesia people with working experience 
and simple random sampling was used to select the participants. 

Six-point Likert scale was employed for this study, so responses could range from (1) 
strongly disagree to (6) strongly agree. One items in the questionnaire are negatively 
worded, which is “Pimpinan saya mengambil keputusan dalam pekerjaan/proyek tanpa 
menanyakan pendapat bawahannya” (My leader took the decision in the job/project 
without asking the opinion of his/her subordinates). This item had the scores reversed for 
the analysis, so that a lower score indicated a higher level of result.  

The 22 questionnaire items of the instrument were analyzed with explanatory factor 
analysis (EFA) with varimax rotation. The purpose of the analysis was to determine the 
latent variables underlying the characteristics for both the frequency of practice and the 
relevance for the future. Exploratory factor analysis is often used in data with unknown 
and possibly high dimensionality, as was the case here (Costello & Osborne, 2005). 

 

5. Result 

The demographic questions are related to the respondent data. These included questions 
contained age and institution of the respondent (Table 1). 
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Table 1. Demographic Profile of the respondents 

Variable Value n Percentage 
Age < 26 19 28,79 
  26-30 29 43,94 
  
  
  
Institution 
 

31-35 
36-40 
> 40 
Private Owned 
Company 
State Owned 
Company 
Academic 
Government 
Other 

13 
3 
2 
35 
6 
10 
2 
13 

19,70 
4,54 
3,03 
53,03 
9,09 
15,15 
3,03 
19,70 

    

 

Table 2. KMO and Bartlett’s Test 

Kaiser-Meyer-Olkin Measure of Sampling 
Adequacy. 

.883 

Bartlett's Test of 
Sphericity 

Approx. Chi-Square 1338.662 

Df 231 

Sig. .000 

 

The Kaiser-Meyer-Olkin (KMO) score is 0.883 above 0.6, and significance score below 
0.05 so all variable in the test can be analyzed using factor analysis. The Measure of 
Sampling Adequacy (MSA) result for each variable is ranging from 0.798 to 0.954, all 
above the minimum 0.5, so there’s no variable that deleted. Principal component factor 
analysis has 74.9 percent of the variability in the data, above the minimum value of 60 
percent of value (Hair et al., 2009). And after optimization using varimax rotation, all 
question item are divided into four factors.  

Table 3. Factor Loading and Measure of Sampling adequacy 

 
Item Factor 1 Factor 2 Factor 3 Factor 4 MSA 
Q1 0.75    0.822 
Q3 0.66    0.954 
Q4  
Q5 
Q8 
Q9 
Q10 
Q11 
Q12 
Q15 
Q19 
Q13 
Q14 
Q17 
Q20 
Q16 
Q18 
Q21 
Q2 
Q6 
Q7 
Q22 

0.522 
0.722 
0.544 
0.647 
0.696 
0.581 
0.714 
0.637 
0.640 
 
 

 
 
 
 
 
 
 
 
 
0.668 
0.644 
0.538 
0.755 

 
 
 
 
 
 
 
 
 
 
 
 
 
0.580 
-0.805 
0.709 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
0.644 
0.735 
0.567 
0.783 

0.860 
0.919 
0.953 
0.914 
0.892 
0.884 
0.885 
0.951 
0.927 
0.909 
0.882 
0.837 
0.793 
0.883 
0.798 
0.842 
0.929 
0.814 
0.858 
0.837 

 

Based on the literature (Suratman, 1990), the Ki Hajar Leadership principle dimension 
consist of three dimension which is ing ngarsa sung tuladha, ing madya mangun karsa 
and tut wuri handayani. Based on the result two of there dimension is distinguishable into 
factor three and factor four, while factor one and factor two is consited of mixed item of 
three dimension. 

Factor three is called ing madya mangun karsa because it reflect leader participation in 
the middle of the subordinate work. Factor four is called ing ngarsa sung tuladha because 
it reflect leader behavior as a role model. The question is repesenting positive behaviour 
that leader demostrate when leading the subordinate.  Factor one and factor two is 
contained all three dimension questions, and its hard to determine the name of factor one 
and factor two, because from the current literature, there’s no factor that has such item 
combination. 

Based on research result, two of three dimension from the existing literature is 
measureable and sucessfully grouped into corresponding factor. But the tut wuri 
handayani dimension is still unmeasureable, because there’s no factor in the result that 
represent tut wuri handayani concept. 
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6. Discussion 

This research purpose is to explore the Ki Hajar Dewantara leadership principle in order 
to developed leadership measurement item. The measurement item that used in this 
research is generated from the combination of expert interview and existing literature 
related to Ki Hajar Dewantara and Javanese culture. This reseach is developed, by using 
the simmilar aproach with paternalistic leadership. The approach is try to developed 
leadership theory based on local value, in the paternalistic leadershi Cheng (2004) is 
using Confucius philosophy as basic foundation, while in this research, Ki Hajar 
Dewantara leadership principle is used as basic foundation. Also because of the scarcity 
of Ki Hajar Dewantara scientific paper, Javanese culture scientific paper is also used to 
add scientific fact that can used to generate questionnaire item. 

Two of three factor of the Ki Hajar Dewantara dimension is distinguishable by the 
research result. These two factor are ing madya mangun karsa and ing ngarsa sung 
tuladha. While the indistinguishable factor in the research is tut wuri handayani. 

Ing madya mangun karsa (factor three) contained three item : “Pimpinan saya 
mempertimbangkan pendapat bawahannya, bahkan ketika pimpinan saya memiliki 
pendapat yang berbeda dengan bawahannya”, “Pimpinan saya mengambil keputusan 
dalam pekerjaan/proyek tanpa menanyakan pendapat bawahannya”, and “Pimpinan 
saya meminta masukan kepada bawahannya terhadap pekerjaan/proyek yang akan 
dikerjakan”. These question item is reflecting ing madya mangun karsa sub-dimesion 
which is musyawarah mufakat. All these item is explaining leader behavior that use 
democratic way of problem solving and decision-making. 

Ing ngarsa sung tuladha (factor four) contained four item : “Pimpinan saya akan 
berdisiplin diri dulu sebelum meminta orang lain untuk disiplin”, “Pimpinan saya 
bekerja keras seperti setiap orang di timnya”, “Pimpinan saya memberikan contoh yang 
baik dengan prilaku sehari-harinya” and “Pimpinan saya bekerja sekuat tenaga”. These 
item is reflecting ing ngarsa sung tuladha dimension which is role modeling. All these 
item is explaining leader behavior that give good examplary in front of his/her 
subordinate. 

While the two dimension is distinguishable, the last Ki Hajar Dewantara dimension tut 
wuri handayani is still indistinguishable. The reason behind this is most likely because tut 
wuri handayani dimension that explain leader behaviour that giving motivation and 
empowerment to his/her behaviour is hard to define. People tend to think positive action 
of the leader in factor one and factor two is representing motivational and empowerment 
attempt from the leader. For example: “Pimpinan saya memberikan kesempatan kepada 
bawahannya untuk mengemukakan pendapatnya” should categorized as ing madya 
mangun karsa (representing musyawarah mufakat sub dimension)  and “Pimpinan saya 
menunjukkan perhatianya terhadap kesejahteraan bawahannya” should categorized as 
tut wuri handayani”. But the fact is based on the research result these two question item 
is categorized as the same concept in factor one, this odd result may occured because the 
question is not precise enough to represent the right factor. 

This preliminary study is providing a result that can help next reserch design. Two 
dimension of Ki Hajar Dewantara principle, ing ngarsa sung tuladha and ing madya 

mangun karsa factor is proven can be used as measurement item, it is recomended that 
next research is focusing to explore tut wuri handayani by directing the expert interview 
answer and question session to explore tut wuri handayani concept. After that it is 
expeted that the result from the expert interview can generate more precise question that 
represent tut wuri handayani dimension, and the result from the next exploratory factor 
analysis can give factor that contained tut wuri handayani dimension. 

 

7. Conclusion 

Leadership theory developed in Western country is not necessarily guarantee the 
successfulness of the organization's business, because Western and Eastern country has its 
own unique value native with its culture, like Hofstede, Hofstede and Minkov (2010) and 
House et al. research (2004) concluded. Another approach that can be done is to apply 
leadership theory developed in countries with cultural similarities like Indonesia and 
Taiwan. This cultural proximity may give higher success in implementing the leadership 
theory. Irawanto (2012), tried to investigate the applicability of paternalistic leadership 
that developed in Taiwan to Indonesia Government Institution. The results produced 
showed that the paternalistic leadership has high compatibility in Indonesia Government 
Institution. Yet, there still a difference in the results obtained in Indonesia compared to its 
original country in Taiwan, despite having a high compatibility. Paternalistic leadership 
research that applied in Indonesia shows that there is one additional leadership dimension 
appeared. This new dimension that unique Indonesia are visible leadership that means 
that the leaders had to be seen leading the followers. Even with Indonesia and Taiwan 
value similarity, it does not guarantee the leadership theory will fit completely. With all 
that fact, it is important to do leadership research that based on Indonesia philosophy, 
similar with paternalistic leadership that developed based on Confucius philosophy. 

Even though that Indonesia has 17 different ethnic groups (Suryadinata, Arifin, & 
Ananta, 2003), as an effect of constant Javanization attempt in president Soeharto regime, 
Javanese culture has deep rooted into Indonesia way of life. Thus, by using the theory of 
Ki Hajar Dewantara leadership, which have high proximity with cultural values (Javanese 
culture) in Indonesia it is expected that the Indonesia leader that implement this 
leadership style can have significant performance improvement in term of the 
effectiveness of leadership in the context of the organization in Indonesia. 
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next research is focusing to explore tut wuri handayani by directing the expert interview 
answer and question session to explore tut wuri handayani concept. After that it is 
expeted that the result from the expert interview can generate more precise question that 
represent tut wuri handayani dimension, and the result from the next exploratory factor 
analysis can give factor that contained tut wuri handayani dimension. 

 

7. Conclusion 

Leadership theory developed in Western country is not necessarily guarantee the 
successfulness of the organization's business, because Western and Eastern country has its 
own unique value native with its culture, like Hofstede, Hofstede and Minkov (2010) and 
House et al. research (2004) concluded. Another approach that can be done is to apply 
leadership theory developed in countries with cultural similarities like Indonesia and 
Taiwan. This cultural proximity may give higher success in implementing the leadership 
theory. Irawanto (2012), tried to investigate the applicability of paternalistic leadership 
that developed in Taiwan to Indonesia Government Institution. The results produced 
showed that the paternalistic leadership has high compatibility in Indonesia Government 
Institution. Yet, there still a difference in the results obtained in Indonesia compared to its 
original country in Taiwan, despite having a high compatibility. Paternalistic leadership 
research that applied in Indonesia shows that there is one additional leadership dimension 
appeared. This new dimension that unique Indonesia are visible leadership that means 
that the leaders had to be seen leading the followers. Even with Indonesia and Taiwan 
value similarity, it does not guarantee the leadership theory will fit completely. With all 
that fact, it is important to do leadership research that based on Indonesia philosophy, 
similar with paternalistic leadership that developed based on Confucius philosophy. 

Even though that Indonesia has 17 different ethnic groups (Suryadinata, Arifin, & 
Ananta, 2003), as an effect of constant Javanization attempt in president Soeharto regime, 
Javanese culture has deep rooted into Indonesia way of life. Thus, by using the theory of 
Ki Hajar Dewantara leadership, which have high proximity with cultural values (Javanese 
culture) in Indonesia it is expected that the Indonesia leader that implement this 
leadership style can have significant performance improvement in term of the 
effectiveness of leadership in the context of the organization in Indonesia. 
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Abstract 

This paper presents a SWOT analysis of different further education (FE) organizations in 
Malta. Traditionally, FE sectors are perceived as being fundamental in providing skills 
and knowledge to future workers, or as an important step towards university. While 
SWOT analysis is popular in business settings, its use in educational management is 
scarce. A triangulation mixed method approach was employed, whereby qualitative and 
quantitative data streams were collected simultaneously. The qualitative data stream 
consisted of seven in-depth semi-structured interviews with FE organizations’ principals 
and a questionnaire administered to all academic staff at said FE organizations. The self-
completion questionnaires consisted of  four open ended questions relating to the 
strengths, weaknesses, opportunities, and threats perceived at said organizations, as well 
as demographic questions related to age, gender, number of years teaching in the FE 
organization, and qualification type (university degree, professional, other, or none at all). 
Results indicated differences among vocational (2), academic state-funded (3), and 
academic church run (2) organizations. Academic staff and wide choice of courses 
available at FE organizations were cited as major strengths, lack of funding and discipline 
as weaknesses, new technologies and learner diversity as the major opportunity, and 
decreasing budget as the major threat. 
 

Introduction 
This paper makes some progress to demonstrate the differences among academic and 
vocational organizations in Malta by conducting a SWOT analysis to establish the 
tangible and intangible resources that are necessary to manage such organizations. A 
SWOT analysis may be considered as the first step in crafting a strategy, and was 
developed in 1960s by scholars at the Harvard Business School (Behm and Berthold, 
2011). This may be considered timely, since strategic management in the Maltese FE 
sector is still in its infancy (Zarb, 2015). 
The Maltese post-secondary educational sector (excluding university) will be referred to 
as the FE sector, following the definition stated by the NCHFE whereby FE is defined as 
‘all formal education of persons above the compulsory school age, leading to 
qualifications classified at NQF [National Qualifications Level] levels 1 to 5’ (NCHFE, 
2009, 11). Table 1 delineates the nine major providers of FE in Malta, as listed on the 
NCHE and Maltese Department of Education’s websites. Apart from these providers, a 
number of much smaller providers exist. These have not been included in this study since 
they account for a small percentage of students, and are perceived by the Maltese 
educational authorities as new entries within the system (NCHFE, 2013). Nevertheless, 
this goes some way to demonstrate the ever changing landscape of the local FE sector, 
mirroring other countries to some extent (Learning and Skills Improvement Service, 
2011).  
  

 
 

Table 1: Malta FE organizations, 2012 
 

Name Location Type Funding 
sources 

Governance No. of 
students 

No. of 
teachers 

No. of 
departments 

/faculties 
Vocational 1  

(Voc1) 
Paola1 Vocational Government Independent 

board 
c. 6000 380 10 

 
Vocational 2 

(Voc2) 

 
St 

Julian’s2 

 
Vocational 

 
Government 

 
Independent 

board 

 
c. 1000 

 
31 

 
8 

        
State funded 
academic 1 

(SFA1) 

 
Msida 

 
Academic 

 
Government 

 
University of 

Malta 

 
c. 3000 

 
198 

 
26 

        
State funded 
academic 2 

(SFA2) 

 
Naxxar 

 
Academic 

 
Government 

 
Government 

 
c. 1900 

 
197 

 
None 

        
State funded 
academic 3 

(SFA3) 

 
Rabat, 
Gozo 

 
Academic 

 
Government 

 
Government 

 
c. 550 

 
70 

 
None 

        
Church 

academic 1 
(CA1) 

 
Bormla 

 
Academic 

 
Gov/private 

 
Church 

 
c. 300 

 
31 

 
None 

        
Church 

academic 2 
(CA2) 

 
B’Kara 

 

 
Academic 

 
Gov/private 

 
Church 

 
c. 400 

 
39 

 
None 

        
Independent1  

Msida 
 

Academic 
 

Private 
 

Independent 
board 

 
c. 250 

 
39 

 
None 

        
 

Independent2 
 

Birgu 
 

Academic 
 

Private 
 

Independent 
board 

 
c. 60 

 
17 

 
None 

 
Source: FE organizations’ responses to researcher’s enquiries 

 
Academic education is provided mainly by two government higher secondary schools, 
the University Junior College, two church and two independent private sixth forms. Table 
1 indicates that the student population at academic organizations was c. 6460. Post-
secondary vocational education is provided mainly by Vocational 1 and Vocation 2 with 
a total student population of c. 7000 students. The two independent organizations 
declined to take part in this study. While they account for a small percentage of the total 
student population (2.3%), their voice and concerns are unaccounted for here. 

 
 
 

                                                           
1 Another centre in Gozo offers a limited number of courses. 
2 Another centre in Gozo offers a limited number of courses. 
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Literature review 
A SWOT analysis (strengths, weaknesses, opportunities, and threats), is considered as 
being an integral part of strategic planning (Thompson, Strickland, and Gamble, 2007). 
Such an analysis may be used to align external factors with the internal resources of an 
organization (Koo et al., 2011). The presence or absence of internal resources is 
delineated as strengths and weaknesses, while the external forces affecting the 
organization are opportunities and strengths. While internal capabilities may be 
controlled by management practices, external factors are much more difficult to control in 
Malta, where education policy is dictated in a top-down fashion within a centralized 
system (Farrugia, 2002).  
 
SWOT analysis may be utilized by FE organizations in the development of strategic 
management (Chermack and Kasshanna, 2007), by providing the basis for mission, 
vision, and generic strategic objectives (Hladchenko, 2013). SWOT analysis provides a 
means to assemble the obdurate mix of quantitative and qualitative information, and of 
familiar and unfamiliar facts, that is the hallmark of strategic planning (Valkanos, 
Anastasiou, and Androutsou, 2006). Thus a SWOT analysis provides an environmental 
analysis which is the basis of strategic direction (Hladchenko, 2014). The four elements 
of a SWOT analysis undertaken as part of a wider strategic planning are presented in 
Figure 1. From these definitions, it may be deduced that to achieve its mission, an 
organization should enhance its strengths, eliminate or reduce weaknesses, exploit 
opportunities, and alleviate threats (Dealtry, 1992).  
 
Figure 1: definition of the four attributes of SWOT 
 

Strength: a resource or capacity an 
organization can use effectively to achieve its 

mission. 

Weakness: a limitation, defect, or fault in the 
organization that will keep it from realizing its 

objectives. 

Opportunity: any favourable condition in the 
organization’s environment. 

Threat: any unfavourable situation in the 
organization’s environment that is potentially 

detrimental to its strategy. 

 
The benefit of a SWOT analysis is that it establishes an organizational audit for 
management. In a SWOT analysis it is vital to assess the organization’s strengths and 
weaknesses from the stakeholders’ viewpoint, and may be considered as a step towards 
the democratization of organizations (Kanji, 2005). The complication, however, is that 
the elements constituting a SWOT analysis are deceivingly simple. Determining the 
strengths and weaknesses of any organization, and evaluating the bearing of opportunities 
and threats, is more intricate than at first sight (ten Have, ten Have, and Stevens, 2003). 
Besides, apart from classifying the SWOT elements, the model does not really offer 
direction into what strategies should actually be pursued. The intrinsic risk of making 
spurious hypotheses when measuring the SWOT elements often causes management to 
hesitate when choosing between different strategies. Despite its drawback, a SWOT 
analysis may be combined with the presence, or otherwise of tangible and intangible 
resources present in FE educational organizations. This may lead to optimized 
performance in face of contingences (Ford et al., 2006). 
 
In an educational setting, tangible and intangible resources are features which enhance 
learning experiences of value to students and perceived as educational inputs (Chang, 

 
 

2008).  The core resources are effective teachers, funding, curriculum, and infrastructure. 
Classic studies on the influence of resources and infrastructure determined that 
supplementary resources do not necessarily improve educational outcomes (Hanushak, 
1989,). These studies have been sharply criticized from a methodological viewpoint 
(Levacic, 2007). An exhaustive study using a 4-level multilevel model applied to data 
gathered by UNESCO in 15 Latin American countries demonstrate that quality resources 
and infrastructure have a positive impact on student achievement in these countries, but 
also show that the relative weightings vary from country to country (Murillo and Roman, 
2011).  

 
In fact the quality of teachers may be the most important input factor (Cinar, Dongel, and 
Sogutli, 2009), accounting for about 30% of the variance in students’ learning outcomes 
(Hattie, 2003). International research has shown that effective teachers have certain 
qualities which may be individual or organizational. Individual attributes include teaching 
style, good cognitive skills, the right personal characteristics, pedagogical knowledge, 
and proficient classroom management (Bruijn and Leeman, 2011). Other personal 
characteristics may include a reflexive attitude and a proactive stance towards research 
(Carioca et al., 2009). Such teacher qualities may also have a positive influence on the 
performance of school systems (Caldwell and Harris, 2008). Organizational 
characteristics include harmonization of FE teacher training by legislative practices, 
which may be based on a pedagogical and scientific basis within a milieu of life-long 
learning (Orr and Simmons, 2011).  

 
The second resource mentioned is funding. Funding is needed for salaries, maintenance, 
educational material, construction of new facilities, and library additions (Padover and 
Elder, 2007) and is generally raised from a combination of stakeholders, such as the state 
(local and central), students, employers, and donors (Scott, 2010).  The relationship 
amongst state, students, and donors is complex and may be used to direct new policies to 
ensure equity and transparency, whilst enjoying the capacity to deal with future demands 
(ibid.). For example, in Australia, both public and Church schools receive public funding 
on a needs basis (Pitman, 2012). Such regimes have an effect on curricula, qualifications, 
students, FE organizations, and employers and in the UK are dependent on the college’s 
strategic plan (Felstead and Unwin, 2001). In many countries like the USA, UK, and the 
Netherlands, funding is subject to a number of attributes which are factored in different 
formulae (Levacic, 2008). 

 
Over the last three decades, the most important attribute when calculating funding was 
student success (Jaquette, 2009) which marks an important watershed when compared to 
a system based on the size of individual organizations (Mullin and Honeyman, 2007).  
Formulae were introduced in the USA, owing to student diversity and different course 
offerings, but a great diversity exists worldwide ranging from no formula used to 
responsive and functional formulae (ibid.). Such funding may be perceived as a way of 
controlling government expenditure (Karsten and Meijer, 1999), by creating a quasi-
market whereby ‘the principal (central government) pays the agent (individual colleges) 
to perform pre-specified services’ (Jaquette, 2009, 59).  

 
The third resource addressed here is curriculum. Curriculum may be defined as ‘the 
pathway to the development of professional knowledge and skills which facilitate the 
flow from theory to practice’ (Mouzakitis, 2010, 3916). Following this trend, the EU, 
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through the Bologna Process, has prescribed an outcome-based FE curriculum 
comprising competences (skills, responsibilities, attitudes, and knowledge) (Pobirchenko, 
2011). Such curricula are also present in other countries (Yek and Penney, 2006).  
Outcome-based curricula are premised on what students should be able to do by the end 
of a course rather than teacher-based objectives (Berlach and O’Niell, 2008). Such a 
prescribed curriculum may, however, differ from the enacted curriculum, the latter being 
illustrated by ‘people, spaces, and artefacts’ and may depend on individual and 
organizational factors (Miller, Edwards, and Priestley, 2010, 226).  

 
Nevertheless, the use of competences within FE curricula is driven by employers’ needs 
and the development of a flexible dynamic within a globalized context (Drage, 2009) and 
may be criticized as another aspect of neoliberal policy. Academic education is deemed 
too abstract to meet the demands of the market place and to create knowledge societies 
(Mouzakitis, 2010). This shift from the academic to the utilitarian is also seen in other 
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conducted in various countries and contexts. The latter has become an important part of 
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feet per student demonstrated no impact on school attendance. The effect of quality 
infrastructure may operate beyond the school itself. Research in two US universities 
demonstrated that ‘attending a high-school with ample resources had a significant 
positive effect on first year grades in college’ (Wolniak and Engberg, 2010, 461). 

 
Infrastructure may, however, be allied with industrial and students’ needs (Yasin et al., 
2010). The changes driven by globalization may be reflected in vocational organizations 
as they try to align their courses and infrastructure with industry’s needs (Isgoren et al., 
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SWOT analyses’ results differ. FE organizations and systems in developing countries in 
Africa and Asia cite enthusiasm in staff and students, low tuition fees, good reputation, 
diversity within student population, high political will, and international funding as 
strengths (Adepoju and Famade, 2010; Hung, 2010; Rwanda Ministry of Education, 
2008; Sikwibele, 2007). Developed countries such as the USA, Greece, and Spain are 
more likely to cite organizational competences such as change management 
(Balamururalikrishna and Dugger, 1995), EU-wide qualification recognition (Xabec, 
2011), and top facilities (Valkanos, Anastasiou, and Androutsou, 2009). Typical 
weaknesses present across most countries and continents were over-bureaucratic 
educational systems, different internal demands, and poor alignment with employers’ 
needs (Rwanda Ministry of Education, 2008; Balamururalikrishna and Dugger, 1995). 
Developing countries may also suffer from poor facilities and under-qualified staff 
(Adepoju and Famade, 2010; Rwanda Ministry of Education, 2008). Most authors cited 
increased industry needs, links with industry (Adepoju and Famade, 2010; 
Balamururalikrishna and Dugger, 1995), the use of IT in program delivery (Xabec, 2011), 
and lifelong learning (Hung, 2010) as important opportunities. In many cases threats 
amounted to competition from rival countries and colleges, the negative image of 
vocational organizations and an increasing number of students opting for academic rather 
than vocational pathways (Xabec, 2010; Valkanos, Anastasiou, and Androutsou, 2009; 
Rwanda Ministry of Education, 2008; Balamururalikrishna and Dugger, 1995). 
 

Methodology 
The above considerations outlined in the literature review have led the author to ask the 
following research question: How do FE organizations’ academic staff and senior 
management teams perceive their respective strengths, weaknesses, opportunities, 
and strengths?  
The core analysis for this study involved a mixed method approach, based on 
triangulating data, and focusing on the perception of SWOT. The full set of analytic steps 
involving both qualitative and quantitative methods is presented in Figure 2. 
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Figure 2: Qualitative and quantitative analytical procedure 
 

Qualitative steps  Quantitative steps 
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respondents focusing on: 

 Questionnaire administered to all  
academic staff focusing on: 

     
Tangible resources available.  Strengths. 

     
Intangible resources available.  Weaknesses. 

     
Strengths.  Opportunities. 

 
Weaknesses.  Threats. 

   
Opportunities.    

   
Threats.    

     
     

 
While the history of mixed methods might be long and seemingly undistinguished 
(Torrance, 2012), such methods may be used in multifaceted social research sites to 
inform the academic community and practitioners of the different realities encountered in 
such sites (Caracelli, 2006). Triangulation, as a particular way of gathering, analyzing, 
and presenting data, is one particular variant currently used in the mixed methods 
community. This study follows what may be described as triangulation of method, that is, 
the use of different research instruments to gather and analyze data (Denzin, 2010). In 
this way, different realities are created which may not only be compared to one another, 
but also act to enhance democratization through research (Torrance, 2012). 
Methods 
Primary data was compiled through face to face semi-structured interviews with seven 
key informants and self-completion questionnaires administered to teaching staff at all 
seven FE organizations.  
Semi-structured interviewing was used, since it allowed the researcher and informants to 
be free in their questions and responses within the limits of topics which were identified 
beforehand (Jansen, 2010; Ribbins, 2007) making it easier to make rational and valid 
comparisons across informants (Gubrium and Holstein, 2008). In this sense it may be 
termed a ‘qualitative survey’ (Jansen, 2010, 3). Questions were not rigidly ordered, thus 
promoting a certain depth and breadth, thereby permitting new concepts to surface 
(Dearnley, 2005). In all cases anonymity was achieved by using pseudonyms (Table 2). 

 
  

 
 

Table 2: Pseudonyms used by interview respondents, 2012 
 

Pseudonym  Organization 
   

Noel  Vocational 1 
   

John  Vocational 2 
   

Nigel  SFA1 
   

Jane  SFA2 
   

Kevin  SFA3 
   

Antonia  CA1 
   

Michael  CA2 
   

 
Source: author 

 
The self-completion questionnaires consisted of  four open ended questions relating to the 
strengths, weaknesses, opportunities, and threats perceived at said organizations, as well 
as demographic questions related to age, gender, number of years teaching in the FE 
organization, and qualification type (university degree, professional, other, or none at all). 
Since the number of teaching staff in different FE organizations is strikingly different, all 
teaching/academic staff were included in the sample. Sampling techniques were excluded 
since this would have led to a very small sample from certain FE organizations. The 
intention of this questionnaire was not just to gather information but also to listen to 
voices that are sometimes left out by only focusing on the major organizations. Some 
might object that such a sampling technique will lead to larger FE organizations being 
privileged. Other sampling techniques might lead to smaller FE organizations remaining 
unheard. The latter may be considered worse than the former. 
Data Analysis 
Content analysis was used to analyse interviews.  Quantitative content analysis may be 
defined as ‘a research technique for the objective, systematic, quantitative description of 
the manifest content of communication’ (Berelson, 1952, 519). Such a definition, while 
still present in many texts (Riffe, Lacy, and Fico, 1998), may be perceived as denying any 
contribution by the author (Krippendorff, 2004). It may thus be more helpful to define 
content analysis as a mental product that emerges ‘in the process of a researcher 
analysing a text relative to a particular context’ (ibid., 19).  
The open-ended questionnaire statements were analysed manually using inductive 
thematic analysis. The relevant themes were strengths, weaknesses, opportunities, and 
threats, which means that a SWOT analysis was conducted for each organization by 
counting the number of times a specific theme was mentioned. Greater importance was 
given to those themes with high counts. In this way qualitative data sets were changed 
into quantitative data sets. This was performed for each organization, as well as groups of 
organizations. 
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Results 
  Semi-structured Interviews 
Noel perceived that resource utilization at Vocational 1 was closely matched with 
mission. Resources were ranked according to priorities, which were linked to 
organizational strategic goals. Most projects had multiple roles, and considerations such 
as cost reduction, risk, and return on investment, were considered important. Monetary 
resources from government covered the essential (Noel). Vocational 1 had learnt how to 
apply for EU funds and how to leverage its trust with industry, so that the latter invested 
in Vocational 1. Noel cited Lufthansa Technic as an example. When Lufthansa Technic 
came to Malta they were faced with employee shortages. Rather than commence in-
training, Lufthansa decided to collaborate with Vocational 1. Lufthansa helped 
Vocational 1 by donating course material, foreign lecturers, and testing facilities. 
Concurrently, lecturing staff at Vocational 1 job shadowed foreign lecturers to gain the 
requisite skills and be able to teach the required subjects. As a result, Vocational 1 was 
granted an international licence to operate as an aviation training centre. Noel continued, 
“How much is enough? Somebody once remarked that the main reason for famines is not 
a shortage of basic food and that other factors like wages, distribution and even 
democracy matter more. MCAST has been able to maximise on the utilization of 
resources (including European Structural Funds and European Regional Development 
Funds [ERDF]) in order to satisfy its mission to the best of its potential and abilities.” 
Like Vocational 1, Vocational 2 sourced funds from the government while the tourist 
industry offers Vocational 2 different types of services. Money was used in a variety of 
ways which may be different from other FE organizations. John explained, 
“Here we spend quite a lot of money on kitchens since they are used all the time. We have 
large kitchens, and equipment is not cheap. We have two production kitchens, one 
demonstration kitchen, and one individual kitchen. Then we have another production 
kitchen at Martin Luther King and the Chocolate Academy. Our food stores are also a 
big expense. We are also in the process of upgrading the services we give to students (e.g. 
computers in language classes). Wages are also a big expense.” 
These answers sharply contrasted with those from academic FE organizations. At SFA2, 
interactive whiteboards, laptops given to teachers, laboratories, upgraded gym, health and 
safety, and the library (which was voted state of the art library) were perceived to be the 
most important resources. However, to continue being a state of the art library, funds 
were necessary. Jane continued, 
“We are also addressing the physical environment of our school. Its position on a ridge 
makes it quite unique. Unfortunately, we don’t have gardeners to work for us. Since we 
are not a college they (government) do not send us any workers in this regard. I have a 
hard time trying to find such people from elsewhere. I have projects for waste separation 
and tree planting in this regard.” 
While acknowledging that the quality of staff was the essential resource to follow SFA1’s 
mission, Nigel commented on the need to improve IT and maintenance. In the same vein. 
Kevin (SFA3) stated that the most important resource was good teachers. If teachers were 
wanting, students would turn to private lessons. He conceded that this is a national 
problem, made worse by the divide that exists between O- and A-level in maths and 
science subjects. Respondents at Church organizations’ displayed very similar answers to 
those at government run organizations. Both Antonia (CA1) and Michael (CA2) 
commented on the need of good academic staff, a pleasant environment, and a good IT 
system.  

 
 

The major strengths perceived by Noel (Vocational 1) were communication and trust 
with industry which,  
“underpin the foundations on which the college was established.”  
Such trust was built through formal and informal communication. Formal communication 
included links within The Chamber of Commerce and Malta Enterprise, whereas informal 
communication occurred through key people within industry. On a small island where 
everyone knows everyone else, this was easily established. 
Other strengths included the introduction of vocational degrees and inclusiveness. The 
former was perceived as a strength, since it offered students who completed their 
National Higher Diploma (NHD) a chance to progress with their studies through a hands-
on approach. Inclusiveness supported vulnerable learners and provided them with 
essential employability skills (Noel).  
At Vocational 2, the strengths outlined by John included certain courses especially those 
leading to qualified chefs, lecturing staff, and location (in the middle of the tourist 
industry). Jane (SFA2) perceived that small classes and professional staff were the 
organization’s major strengths. Other strengths were location and a good transport 
system. Nigel (SFA1) viewed academic staff, subject, and lecturers’ contact hours as 
major strengths. Kevin perceived that SFA3’s major strength lay in its teachers. Other 
strengths included being a small school where teachers knew students personally, small 
classes (22–24 students) and equipping students with the right skills and knowledge. The 
major strengths outlined by Antonia (CA1) were excellent teachers, a good SMT, good 
communication, extracurricular activities, and the physical attractiveness of the building. 
The major strengths outlined by Michael (CA2) were one-to-one contact with students, 
communication with parents, teacher/student relationship, and student mentoring.   
At Vocational 1, the absence of a MIS (Noel) and very quick growth may have led to an 
increase in bureaucracy, and was perceived as a weakness. Furthermore, Noel admitted 
that not everyone had adapted to the changes. Conversely, lack of caretakers, resistance 
from older teachers, lack of landscaping, lack of space, and lack of time to complete the 
Matsec syllabus were perceived as weaknesses at SFA2 (Jane). Weaknesses perceived at 
SFA1 included lack of the right IT infrastructure and maintenance (Nigel). Student 
overprotection, lack of guidance teachers, and lack of security were weaknesses 
perceived by Michael (CA2). 
The fact that Vocational 2 was a public entity was perceived as a weakness, and the 
prevalent culture was one which John described as indifferent, further explaining that soft 
skills are essential to the tourist industry. John was convinced that such soft skills should 
be part of every course Vocational 2 offered, and that it should be the prevalent culture,  
“It hurts me to say that some students coming from secondary school are not shaped yet. 
They still need a lot of skills (e.g. we stress uniform, you cannot have piercings, and you 
cannot have visible tattoos). We treat students as if they are employed by us.”  
A major weakness perceived at SFA3 was the lack of time to cover the Matsec syllabus 
(Kevin). According to Kevin, Matsec knew that not enough time was available, yet did 
very little to alleviate the problem. Thus the danger of external stakeholders having too 
much power is revealed. According to Kevin,  
“These are things which are outside my control.”  
This meant less time for extracurricular activities. Weaknesses perceived at CA1 included 
certain teacher attitudes. Antonia stated,  
“They [teachers] may come and go as they please. I cannot see this changing. It is thus 
difficult to get teachers on board to do the things you want.”  
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Vocational 1’s major opportunity perceived by Noel related to funding. Over the years, 
MCAST had managed to attract funding from a variety of sources (e.g. ERDF). This 
capacity was perceived to be indispensable in the future, when funds might be leaner. 
Other opportunities included attracting foreign fee-paying students once the new campus 
was ready and the introduction of legislation controlling certain sectors (e.g. plumbing), 
the growth of new industrial sectors, the advent of new technologies, and attracting new 
types of learners.  
The major opportunities outlined by Nigel (SFA1) included making use of business 
people and  
“directing students according to the needs of industry.”  
Furthermore, entrepreneurship was perceived as important, and 
 “something has to be done in this direction.”  
The opportunities outlined by Kevin (SFA3) were lengthening the school day and 
widening subject choice. The two opportunities cited by Antonia were preparing CA1 for 
mixed-ability students and the way teachers would adapt to this new reality. Neither Jane 
(SFA2) nor Michael (CA2) perceived any opportunities facing their respective 
organizations. 
The growth of private organizations offering similar courses was perceived as the greatest 
threat by Noel (Vocational 1). Noel hoped that such organizations had QA systems to 
ensure high educational levels. Limited resources, increase in bureaucracy as Vocational 
1 grew, and the changing needs of industry (made worse by the fact that industry did not 
always know what it wanted) were cited as threats. The major threat that Jane perceived 
was SFA2’s growth witnessed over the last years stating that,  
“Impersonality may creep in if the school increases in size.”  
Nigel (SFA1) perceived the drop in student numbers over the last three years, owing to 
the expansion of other FE organizations, as a very minor threat while the major threats 
outlined by Kevin (SFA3) were the declining Gozitan population, outdated recruitment 
procedures, the organization’s dependence on Matsec, and the great divide between O- 
and A-level standards. Kevin stated,  
“I warn students that they have to study [at A-level] from the very first day at least two 
hours a day, irrespective of holidays and weekends.”  

 
 

The major threats outlined by Antonia were a change in government (and hopes that 
whoever is in power will build a good relationship with CA1), and staff going to SFA1, 
since salaries were better claiming that, 
“the worst thing about it is the timing, since teachers will leave in November and it 
disrupts everything.”  
The major threat noted by Michael (CA2) was bureaucracy, which may be created by the 
government, if the latter insisted on school inspections claiming that,  
“the NCF [National Curriculum Framework]is very prescriptive even telling us how to 
teach (in senior school).”  
Questionnaire Data 
Table 3 displays the academic staff sample from the Maltese FE sector. When grouped 
according to organizational type, the lowest percentage of respondents was from 
vocational organizations (16.8%) and the highest was from Church FE organizations 
(22.9%). In total 51.6% of respondents were male (no = 96) and 47.3% were female (no = 
88) with 1% declining to respond. A Kruskall-Wallis test3 demonstrated no significant 
differences among the organizations (Asymp. Sig. = 0.095; p < .05).  
 
Table 3: Sample description: Maltese FE organizations’ respondents, 2013 

Variable Vocational 
organizations 

Academic 
State-funded 
organizations 

Church 
academic 
organizations 

Total 

Total number of academic staff 411 465 70 915 
     
Number of respondents 69 101 16 186 
Male 40 49 7 96 
Female 27 52 9 88 
     
Missing values 2 0 0 2 
     
Respondents as a percentage from 
all organizational groups 

36.0 54.4 9.6 100 

     
Respondents as a percentage of 
academic staff 

16.8 21.9 22.9 21.4 

     
Cronbach’s α 0.90 0.91 0.89 0.92 

Source: questionnaire 
 

Table 4 presents counts related to the SWOT analysis, systematized in terms of FE 
organizational groups. This helped in understanding the similarities and differences 
among different groups. 
  

                                                           
3 Kruskall-Wallis tests were used throughout demographic analysis since none of the data was normally distributed. 
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Table 4: Strengths, weaknesses, opportunities, and threats analysis of FE organizational 
groups: questionnaire respondents’ 2013 

 
Vocational organizations 

Internal Strengths % Weaknesses % 
     
 Academic staff 34 Lack of funds 4

1 
     
 Wide choice of courses 31 Lack of communication with 

management 
2

2 
     
 Hands-on approach to learning 23 Academically weak students 1

9 
     
 Connection with industry 12 Low staff morale 1

8 
     

External Opportunities  Threats  
     
 New technologies 57 Similar courses offered by 

other organizations 
5

2 
     
 Attracting new types of learners 23 Decreasing budgets 4

8 
     
 Attracting foreign fee-paying 

students 
20   

 
State funded academic organizations 

Internal Strengths % Weaknesses % 

     
 Academic staff 55 Lack of funds 73 

     
 Student oriented 27 Discipline 11 

     
 University oriented 6 Infrastructure 9 
     
 Well organized departments 6 Lack of quality assurance 7 
     
 Student/lecturer relationship 6   
     

External Opportunities  Threats  

     
 Renewing organizations through 

technology and IT 
60 Competition from other FE 

organizations 
33 

     
 Achieving excellence through EU 

standards 
40 Low O-level standards 29 

     
   Decreasing student 

population 
29 

     
   Mixed ability students 9 

 
 

 
Church academic organizations 

Internal Strengths % Weaknesses % 

     
 Bond between students and 

teachers 
32 Not enough time to cover 

syllabus 
40 

     
 Sense of belonging 23 Lesser pay than SFA1 30 

     
 Motivation 23 Lack of funds 30 

     
 Academic staff 15   

     
 Inclusion 7   
     

External Opportunities  Threats  

     
 New learning environments 50 Ideas and values counter to 

mission statement 
43 

     
 Changing society 25 Students’ diverse cultural 

baggage 
43 

     
 New sources of investment 25 Technological changes 14 

 
Results determined that academic staff was perceived as a major strength in vocational 
organizations and SFAs, while in CAs the bond between students and lecturers was the 
major strength. Systemic strengths (wide choice of courses in vocational organizations 
and well organized departments in SFAs) were absent from CAs. These differences may 
be attributed to the smaller size of CAs when compared to vocational organizations and 
SFAs (see Table 1). Lack of funds was a weakness common to all organizational types, 
while technological innovation were perceived as opportunities at vocational 
organizations and SFAs. Conversely, technological change was perceived as a threat at 
CAs. Decreasing budgets, low academic standards, and competition from other FE 
organizations were perceived as threats at vocational organizations and SFAs.  
 

Discussion 
In accordance with the international literature focusing on developing countries (Hung, 
2010; Sikwibele, 2007), academic staff in Maltese FE organizations was considered a 
strength. While organizational competences in vocational organizations are considered 
strengths in developed countries (Balamururalikrishna and Dugger, 1995), the same 
cannot be said locally, where the management style in vocational and state-funded 
academic organizations was considered a weakness. Over-bureaucracy in terms of Matsec 
inflexibility and government run organizations (e.g. Vocational 2), were other 
weaknesses noted by interview and questionnaire respondents, similar to what is found 
elsewhere (ibid.) as is the stress on technology as an opportunity (Xabec, 2011; Hung, 
2010). Competition from rival FE organizations and decreasing budgets were considered 
threats. 
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major strength. Systemic strengths (wide choice of courses in vocational organizations 
and well organized departments in SFAs) were absent from CAs. These differences may 
be attributed to the smaller size of CAs when compared to vocational organizations and 
SFAs (see Table 1). Lack of funds was a weakness common to all organizational types, 
while technological innovation were perceived as opportunities at vocational 
organizations and SFAs. Conversely, technological change was perceived as a threat at 
CAs. Decreasing budgets, low academic standards, and competition from other FE 
organizations were perceived as threats at vocational organizations and SFAs.  
 

Discussion 
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2010; Sikwibele, 2007), academic staff in Maltese FE organizations was considered a 
strength. While organizational competences in vocational organizations are considered 
strengths in developed countries (Balamururalikrishna and Dugger, 1995), the same 
cannot be said locally, where the management style in vocational and state-funded 
academic organizations was considered a weakness. Over-bureaucracy in terms of Matsec 
inflexibility and government run organizations (e.g. Vocational 2), were other 
weaknesses noted by interview and questionnaire respondents, similar to what is found 
elsewhere (ibid.) as is the stress on technology as an opportunity (Xabec, 2011; Hung, 
2010). Competition from rival FE organizations and decreasing budgets were considered 
threats. 
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Interview respondents were aware of the tangible and intangible resources needed. The 
former included a decent infrastructure and pleasant classrooms; IT, research and inputs 
from non-academics; and funds and qualified educators. The latter two are probably the 
most important resources as confirmed by the international literature (Cinar, Dongel, and 
Sogutli, 2009). Passion and love were considered to be essential by Nigel. He stated,  
“To borrow a line from the Beatles ‘all you need is love’. You have to love your students. 
You can’t serve students if you are doing it for the money or if you can’t do anything else. 
If you can’t do anything else, then probably you can’t teach.”  
Unlike the UK, Australia, and the USA, funding did not seem to be subject to complex 
formulae. This could mean that the quasi-market found in such countries (Jaquette, 2009; 
Karsten and Meijer, 1999) was absent.  
In spite of this, there was a considerable amount of evidence suggesting that some kind of 
mission-based resource allocation took place (Ridley, Skochelak, and Farrel, 2002). Noel 
mentioned prioritizing funding according to whether the project under consideration will 
further Vocational 1’s mission. It also seemed that the idiosyncrasies of individual 
organizations impinged on such mission allocation. For example, at Vocational 2, a hefty 
portion of funding went into kitchens, the restaurant, and the Chocolate Academy.  

 
Conclusion 

The preliminary SWOT analysis presented here contributes to our understanding an 
organization’s resources, and may be considered paramount to successful strategic 
positioning (Fahy and Smithee, 1999). Thus the diversity of FE organizations in Malta 
may be evaluated within the context of differing organizational resources. Analysis of 
opportunities and external threats, may lead to minimizing such threats. This analysis of 
weaknesses is important to study the inner performance of FE organizations (such as 
procedures and research effectiveness). The author proposes a paradigm shift in 
connection with educational systems – one which is based on collaboration, rather than 
competition, among different FE organizations. Furthermore, such SWOT analysis 
should be updated as educational landscapes shift with new trends and legislation, both 
locally as well as on a European level. 
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ABSTRACT 

This study attempts to study cost and return from planting surrounding trees. The 
financial analysis on planting surrounding tree was quantitative analysis with the financial 
indicators including Net present value (NPV), internal rate of return (IRR), and Ratios 
Analysis. The analyses on Profitability ratio and Leverage ratio or financial ratio were 
utilized in this study. The subjects were 35 farmers and the interviews were conducted to 
collect the data in the areas of 4 to 10 rais (rai means unit of area equal to 1,600 square 
meters). The financial analysis of one-year project to find financial costs at the discount 
rate of 7% or interest rate of 7%.  

The findings reveal that: 

In case of planting 4 rais of surrounding trees, Net present value (NPV) was -351.40 baht, 
internal rate of return (IRR) was 6.89%, Profitability ratio was -0.1044, and Leverage 
ratio or financial ratio was -0.0159.  

In case of planting 5 rais of surrounding trees, Net present value (NPV) was 27,260.748 
baht, internal rate of return (IRR) was 14.42%, Profitability ratio was 6.4820, and 
Leverage ratio or financial ratio was 1.0595.   
In case of planting 6 rais of surrounding trees, Net present value (NPV) was 54,872.897 
baht, internal rate of return (IRR) was 20.05%, Profitability ratio was 10.8730, and 
Leverage ratio or financial ratio was 1.8648. 
In case of planting 7 rais of surrounding trees, Net present value (NPV) was 82,485.047 
baht, internal rate of return (IRR) was 24.43%, Profitability ratio was 14.0094, and 
Leverage ratio or financial ratio was 2.4903. 
In case of planting 8 rais of surrounding trees, Net present value (NPV) was 110,097.196 
baht, internal rate of return (IRR) was 27.93%, Profitability ratio was 16.3617, and 
Leverage ratio or financial ratio was 2.9903. 
In case of planting 9 rais of surrounding trees, Net present value (NPV) was 137,709.346 
baht, internal rate of return (IRR) was 30.79%, Profitability ratio was 18.1912, and 
Leverage ratio or financial ratio was 3.3990. 
In case of planting 10 rais of surrounding trees, Net present value (NPV) was 
165,321.495 baht, internal rate of return (IRR) was 33.18%, Profitability ratio was 
19.6549, and Leverage ratio or financial ratio was 3.7394. 
It comes to the conclusion on the financial analysis that the farmers could possibly plant 
surrounding trees in areas of more than five rais. In fact, one farmer should earn the daily 
minimum wage of not less than 300 baht (national minimum wage rate) for their living. 

Therefore, when analyzing minimum monthly profit, a farmer should gain no less than 
9,000 baht a month. To sum up, to worth for investment, they should plant surrounding 
trees at least 8 rais in order to earn minimum wage rate.  

Keywords: Investment, planting surrounding trees 

 

Rationale and Introduction 

In the ancient times, most communities started to plant tree and vegetable for 
consumption. Planting system in the past then was planting for agricultural purpose. After 
settlement permanently, people started to arrange community to look more attractive. 
Apart from planting for consumption, people hence began to plant tree and decorate their 
living area with plants, especially for the rich men. They preferred to decorate their 
garden surrounding their house or mansion for beauty, for religious belief and for natural 
look and tidiness.  

If you want to create the garden or arrange the area to have grown tree in one day, 
surrounding trees may be the good options as it did not need time to plant. Planting 
surrounding trees means planting several ornamental trees in the ground. It can be planted 
for a period of time such as eight months or a few years until their size meet the market 
requirement. After that, it will be dug up from the ground together with the soil 
surrounding their root. They look like ground pendent. Then, they will be covered with 
sack. Their leaves are cut and they will be brought to take care until the new roots are 
grown in the black bag. When the new roots are grown enough, these surrounding trees 
are ready for distribution (Wannabhodi, 2013). Surrounding trees have single stem with 
the circumference of one inch to 50 inches including White Cheesewood, Pterocarpus 
macrocarpus (Burmese Rosewood), Pong-pong, Silver trumpet tree, White Indian cork 
tree, Gold Indian cork tree, Queen of crape myrtle, Ta Bak, Pudding Pine, Peltophorum 
pterocarpum, Tabebuia argentea Britt, Golden shower, Peacock tree and etc. They suit for 
decorating garden or other locations for beauty and shady.  

The biggest source in Thailand to grow surrounding trees is located in Cha-om Sub-
district, Kaeng Khoi District, Saraburi Province. We can select from plant varieties which 
stem size is about an arm to tens-year old tree with the size about many people hugging 
around. Currently, surrounding trees are on highly-demand. They were sold in the country 
and were imported to other countries (Saraburi Agriculture Office, 2013). 

At present, mostly surrounding trees were wholesaling to other distributors selling plant 
varieties both in Bangkok and other provinces. This created the earnings in several areas 
including transportation, hiring labor, combination of folk wisdom. Then, there were 
several sectors including government sectors and private companies as well as general 
people would like to buy surrounding trees. At the initial stage, residents dug up the forest 
trees. However, when the demand grow highly, some residents started to plant 
surrounding trees as they acknowledge the good income from doing this. After that, 
customers demand more plants, more residents decided to expand the area of planting 
these surrounding tree and finally they planted surrounding trees for a living (Cha-om 
Subdistrict Administrative Organization, 2013).  

The researchers acknowledged that this study can be resources of information and can 
encourage development of production competency of the farmer to yield the production 
per area, to reduce production cost, to study possible return in the future and, to study 
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possibility in the investment. Therefore, the researchers are interested in study 
aforementioned topics by using financial analysis on planting surrounding trees. The 
quantitative analysis had the financial indicators including Net present value (NPV), 
internal rate of return (IRR), and Ratios Analysis. The analyses on Profitability ratio and 
Leverage ratio or financial ratio were utilized in this study. 

This study could be the benefit for farmers who would like to plant surrounding trees as 
well as this study would provide information and guideline to make a decision to invest 
on planting surrounding trees and would be the knowledge for any interested persons.  

 

Research Objectives 

1.  To study cost and return in planting surrounding trees; 

2.  To analyze financial worthiness in investing on planting surrounding trees by 
calculating and analyzing Net present value (NPV) and Internal rate of return (IRR); 
3. To study Ratios Analysis by analyzing profitability ratio, and Leverage ratio or 
Financial ratio; 

4.  To analyze problems and obstacles in investing planting surrounding trees; 

5. To study guideline for farmer to make a plan for planting surrounding trees.  

 

Significance of the Study 

1.  To acknowledge cost and return on the investment in planting surrounding trees; 

2.  To learn financial worthiness in investing on planting surrounding trees by calculating 
and analyzing Net present value (NPV) and Internal rate of return (IRR); 
3.  To acknowledge Ratios Analysis in the aspects of profitability ratio, and Leverage 
ratio or Financial ratio; 

4.  To learn problems and obstacles in investing planting surrounding trees; 

5. To gain guideline for farmer to make an investment plan for planting surrounding trees.  

 

Sources of Data 

Data were from farmers who plant surrounding trees in Cha-om Sub-district, Kaeng Khoi 
District, Saraburi Province and were compiled from research paper, articles, and other 
statistic figures.  

 

Stages on creating research instrument 

1.  Researchers have studied concepts, theories, and research papers related to patterns, 
problems, and obstacles and; guideline for farmers who plant surrounding trees in Cha-
om Sub-district, Kaeng Khoi District, Saraburi Province in order to find solution of the 
problems, improvement and development in production procedures.  

2.  Researchers have prepared the regulation in doing qualitative research paper, 
researcher's ethics, method to collect the data, method to analyze the data from textbooks 

and, asking for advice from experts in qualitative research. These were to comprehension 
in research methodology and could lead to accurate study and cover all issues in the 
study.  

Data Collection 

Primary Data were collected from the interviews of surrounding tree farmers. The data 
could be divided by 12 plant varieties. There were 5 households having 4 rais to plant 
surrounding trees, 10 households having 10 rais to plant surrounding trees and, 10 
households having 10-20 rais to plant surrounding trees. 

Secondary data included compiled data from textbooks, related research articles and 
document in library as well as statistics figures from Department of Agriculture, 
Provincial Agriculture Office and the Internet.  

 

Quantitative Analysis 

The indicators included:  

1.  Net present value (NPV) 

Present value of costs can be calculated by the following formula:  

 NPV  = PV of benefits - PV of costs 

 NPV  = PVB-PVC 

 or 

 NPV  =
 

 
n
ot tr)(1

tB
-  

n
ot tr)(1

tC
 

 where:  

 NPV  = Net present value   
 PVB  = Present Value Benefit  
 PVC  = Present Value Cost 

 Bt   = Benefit during the period  

 Ct   = Cost during the period  

 R   = discount rate or appropriate interest rate  

 T   = number of time periods  (Year 0, 1, 2, ... n) 
 N   = number of year  

2.  Internal rate of return (IRR)  
 IRR  = the interest rate (r ) that makes the Net Present Value 
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 where:  

 R   = Internal rate of return (IRR) 

 B t   = Benefit during the period 

 C t   = Cost during the period 

 T   = number of time periods  (Year 0, 1, 2, ... n) 
 N   = number of year 

 

Ratios Analysis 

1.  Profitability ratio 

Profitability ratio can be calculated from Operating Income Margin 

 Operating Income Margin (%) = Operating Income × 100/Sales  

 2.  Leverage ratio or financial ratio 

Leverage ratio can be calculated from the analysis of Interest coverage ratio 

 Leverage ratio = Profit before tax and Accrued interest/ Accrued interest   
 

Findings 

The farmers planting surrounding trees have established coop for their group to set up the 
cost estimate, expense in planting, and selling price of surrounding trees. Most farmers 
possessed the planting area directly and also hired some areas. The investments were 
from taking a loan from Bank for Agriculture and Agricultural Cooperatives as well as 
their own money.  Water hose system would be utilized to maintain water for surrounding 
trees, especially in the summer. However, the natural water is sufficient in rainy season. 
Chemical fertilizer was mainly used in response of the growth of surrounding trees. 
Labors were mainly from household and when the labors were not sufficient, labor from 
outside would be hired. To distribute the products, local merchants would come and buy 
the products at the farm or at the set place at the local market. Then, they compiled the 
products and sent to other places.  

The farmers believed that if they produced more plants, they could sell all of products. As 
the quantity of products were still insufficient to the increasing demand of the consumers 
and the merchants. The farmers needed related organizations to monitor the price of 
surrounding trees as well as the promotion of the trees for general people.  

Elements of expense and return in investment of surrounding plants 

The study on possibility in investment of surrounding plants used one-rai area to analyze 
the planting of surrounding trees. The spaces between trees were 1 x 1 square meter. 
Hence, there would be 1,500 plants in one rai. There were two types of expenses:  

1.  Average investment expenses comprised of expenses on soil preparation, soil 
improvement before planting (expenses on plough roughly for the first time, plough in 
regular furrows for the second time, and plow), hiring or buying land as well as 
agricultural equipments that had useful life for several years.  

2.  Average operational expenses consisted of labor cost, raw material, electricity bill and 
etc.  

 

Expenses on planting surrounding trees 

It was found from the survey on facts and information from farmers and research articles 
about investment on planting surrounding trees in the areas of one to ten rais. The average 
actual expenses included the details as shown in Table 1:  

Table 1: The average actual expenses in planting surrounding trees in the areas of one to 
ten rais  

 

Expenses Average 
cost per 

Average 
cost per 

Average 
cost per 

Average 
cost per 

Average 
cost per 

Average 
cost per 

Average 
cost per 

Average 
cost per 

Average 
cost per 

Average 
cost per 

  1 rai 2 rais 3 rais 4  rais 5 rais 6  rais 7 rais 8 rais 9 rais 10 rais 

plough 1,000 2,000 3,000 4,000 5,000 6,000 7,000 8,000 9,000 10,000 

Digging a hole 
and planting 
young plant 

1,500 3,000 4,500 6,000 7,500 9,000 10,500 12,000 13,500 15,000 

Chemical 
fertilizer 

1,500 3,000 4,500 6,000 7,500 9,000 10,500 12,000 13,500 15,000 

Pesticide  600 1,200 1,800 2,400 3,000 3,600 4,200 4,800 5,400 6,000 

Young plants  4,500 9,000 13,500 18,000 22,500 27,000 31,500 36,000 40,500 45,000 

Digging a well 
or ground water 
well   

10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 

Water pump  10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 

Rubber tube 800 800 800 800 800 800 800 800 800 800 

Electricity bill 1,000 2,000 3,000 4,000 5,000 6,000 7,000 8,000 9,000 10,000 

Coconut fiber, 
sack , Salain 
cloth 

15,000 30,000 45,000 60,000 75,000 90,000 105,000 120,000 135,000 150,000 

Labor cost in 
management  

90,000 90,000 90,000 90,000 90,000 90,000 90,000 90,000 90,000 90,000 

Digging 
surrounding 
tree 

22,500 45,000 67,500 90,000 112,500 135,000 157,500 180,000 202,500 225,000 

Labor cost for 
packaging  

7,500 15,000 22,500 30,000 37,500 45,000 52,500 60,000 67,500 75,000 

Rent explees 1,400 2,800 4,200 5,600 7,000 8,400 9,800 11,200 12,600 14,000 

Investing cost 
at initial stage 
per year 

167,300 223,800 280,300 336,800 393,300 449,800 506,300 562,800 619,300 675,800 
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Summary of Financial Analysis on Planting Surrounding Trees 

A case study of planting surrounding trees in the areas of 1 to 10 rais 

Table 2: Summary of Results on the Study of Investment Possibility on Planting 
Surrounding Trees in the Areas  

              of 1 to 10 rais 

 

 

According to Table 2, the results on the Study of Investment Possibility on Planting 
Surrounding Trees in the Areas of 1 to 10 rais could be explained in details as follows:  

 

Results of Financial Analysis 

1.  Net Present Value (NPV) in Table 2 showed that the investment on planting 1 to 4 rais 
of surrounding tree earned the minus NPV, that is; -83,187.85, -55,575.701, -27,963.551, 
and-351.40 baht, respectively. This means that income or Net Present Value (NPV) after 
reducing all expenses in the investment. When calculating, fixed discount rate will be 
applied. When Net Present Value (NPV) is minus, it means the return is not worthy for 
the investment. It was found from the investment on planting in the area of more than five 
rais that Net Present Value (NPV) is more than zero. When the income or the return or 
Net Present Value (NPV) after reducing all expenses in the investment and fixed discount 
rate is more than zero, this means that this project is worth for the investment.  

2.  Internal rate of return (IRR) from Table 2 shows that IRR of the investment on 
planting surrounding trees in the area of 1 - 4 rais were less than 7%, that is, -46.2, -19.57, 
-3.67, and 6.89, respectively. This means that IRR is less than discount rate in this project 
(7%).  This indicates that the return in this project is less than the interest. Therefore, it is 

Area 

(rais) 

Total 
Income 

Project 
Cost  

Present value 
of Benefits 
(PVB) 

Present 
value of 
Costs 
(PVC) 

Net present 
value (NPV)   

IRR  Operation 
Income 
Margin 

Interest 
coverage 
ratio 

Annual Profit Monthly 
profit  

1 90,000 179,011 84,112.150 167,300 -83,187.850 -46.2 -98.9011 -7.6006 -89,010.990 -7,418 

2 180,000 239,466 168,224.299 223,800 -55,575.701 -19.57 -33.0367 -3.7959 -59,466.060 -4,956 

3 270,000 299,921 252,336.449 280,300 -27,963.551 -3.67 -11.0819 -1.5249 -29,921.130 -2,493 

4 360,000 360,376 336,448.598 336,800 -351.402 6.89 -0.1044 -0.0159 -375.840 -31 

5 450,000 420,831 420,560.748 393,300 27,260.748 14.42 6.4820 1.0595 29,169.000 2,431 

6 540,000 481,286 504,672.897 449,800 54,872.897 20.05 10.8730 1.8648 58,714.200 4,893 

7 630,000 541,741 588,785.047 506,300 82,485.047 24.43 14.0094 2.4903 88,259.220 7,355 

8 720,000 602,196 672,897.196 562,800 110,097.196 27.93 16.3617 2.9903 117,804.240 9,817 

9 810,000 662,651 757,009.346 619,300 137,709.346 30.79 18.1912 3.3990 147,348.720 12,279 

10 900,000 723,106 841,121.495 675,800 165,321.495 33.18 19.6549 3.7394 176,894.100 14,741 

not worth to invest on planting surrounding trees in these areas. In fact, the investment on 
planting surrounding trees in the area of more than 5 rais, which IRR are more than 7%, is 
worth for the investment. 

The results from the study on NPV and IRR reveal that the investment on planting 
surrounding trees in the area of 1 - 4 rais is not worthy whilst the investment on planting 
surrounding trees in the area of more than 5 rais are worth for the investment.  

 

Results of Ratio Analysis 

1.  Profitability ratios in this study were calculated from the analysis on Operating Income 
Margin. Table 2 shows that the investment on planting surrounding trees in the area of 1 - 
4 rais earned low profit, that is, -98.90, -33.03, -11.08, -0.10, and 6.48, respectively. 
These values are lower than the interest rate and this means that projects were not able to 
make profit. However, the investment on planting surrounding trees in the area of more 
than 6 rais reveals that the profit rate on the operation is higher than the interest rate. 
Hence, these projects are worth for the investment.  

2.  The analysis on Leverage ratios or financial policy ratios in this study applied Interest 
coverage ratio. It was shown in Table 2 that the investment on planting surrounding trees 
in the area of 1 - 4 rais had the capacity to pay the interest rate of lower than one or 
cannot pay for the interest. The capacities were -7.60, -3.79, -1.52, -0.01, respectively. 
These results show that the farmers did not have the capacity to pay for the interest from 
the loan. Hence, with these values, the farmers were not able to pay for the interests. 
Nevertheless, the findings from the investment on planting surrounding trees in the area 
of more than 5 rais show that the ability to pay for the interest is more than one.  This 
indicates that the farmers could pay for the interest.  

According to above financial analysis, it comes to the conclusion that the investment on 
planting surrounding trees in the area of 1 - 4 rais was not worthy whilst the investment 
on planting surrounding trees in the area of more than 5 rais could pay for the interest.  

Conclusion on the Possibility for the Investment on Planting Surrounding Trees 

The results from the analysis of Net present value (NPV), Internal rate of return (IRR) as 
well as Ratio Analysis with Operating Income Margin and Interest coverage ratio showed 
that  

the investment on planting surrounding trees in the area of more than 5 rais was possible. 
However, the number from the study is just the evidence for making a decision for the 
investment. The investors need to consider other factors  such as cost of living of the 
farmers. This can calculate from the minimum wage rate, which is 300 baht a day or 
9,000 baht a month. Therefore, when considering the principle of minimum wage or 
minimum earning of the investor. The investor has to invest on planting surrounding trees 
in the area of more than 8 rais in order to earn 9,817 baht a month. All in all, the 
investment on planting surrounding trees in the area of more than 8 rais is worth for the 
investor and the investor could live their lives.  
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Abstract 

This study was conducted to determine the level of perception of the BSA, BSBA, HRM/TM 
students regarding the use of modules in teaching and learning. 

The study revealed that the students have a high extent level of perception about using 
modules in teaching and learning. Furthermore, it found out that there is no significant 
difference in the level of perception of the students when grouped according to courses. In 
addition, there exists no significant relationship between the level of perception and the 
courses taken by the respondents. 

Based on the findings of the study, the researchers recommended that the faculty members as 
well as the students be given an opportunity to attend seminars and training to improve their 
knowledge, skills, ability and motivation in the use of modules in education. Moreover, a 
similar survey should be conducted involving the students in other departments. 

 

Introduction 

Education is the only means through which a society adjusts with its needs. Therefore, a 
society can never exist without education. Through education, the members of a society learn 
the skills to enrich transmit and transform cultural heritage as well as existing social and 
scientific knowledge for the continuous advancement of the society. Teaching-learning 
process has been inseparable to human being since ancient times. Leaders of human thoughts 
have endorsed memorable words about education, knowledge and learning. An educational 
system is explicitly based on the quest “what to teach and how to teach.” The continuum of 
learning material swings from linguistic to scientific knowledge. The choice of contents and 
subject from the multifarious branches of knowledge is subjected to social needs. 

Teaching and learning now comes in different styles and forms. Educators are now 
experimenting on the new methods on teaching and learning which aim at improving the 
quality of education and the quality of students produced by schools. As new styles and form 
of teaching and leaning arrive, there also come their advantages and disadvantages. 
Educators nowadays devote themselves on assessing the efficiency of the new styles in 
teaching and learning. One of the emanating new methods in teaching and learning today is 
the modularized instruction approach wherein teacher intervention is very minimal or 
limited. This style of teaching and learning is student-centered since the student has to learn 



The 5th Business, Economics and Communications International Conference, 2015 

257

 1 

Perception of Accountancy, Business Administration and Hrm/Tm Students about the 
Use of Modules in Teaching 

 

Olivia S. Reyes 

Business Administration Faculty, Human Resource Development Officer, Imus Institute 

Loida R. Sta. Maria, Ph. D. 

Business Administration Faculty, Human Resource Development Officer, Imus Institute 

 

Abstract 

This study was conducted to determine the level of perception of the BSA, BSBA, HRM/TM 
students regarding the use of modules in teaching and learning. 

The study revealed that the students have a high extent level of perception about using 
modules in teaching and learning. Furthermore, it found out that there is no significant 
difference in the level of perception of the students when grouped according to courses. In 
addition, there exists no significant relationship between the level of perception and the 
courses taken by the respondents. 

Based on the findings of the study, the researchers recommended that the faculty members as 
well as the students be given an opportunity to attend seminars and training to improve their 
knowledge, skills, ability and motivation in the use of modules in education. Moreover, a 
similar survey should be conducted involving the students in other departments. 

 

Introduction 

Education is the only means through which a society adjusts with its needs. Therefore, a 
society can never exist without education. Through education, the members of a society learn 
the skills to enrich transmit and transform cultural heritage as well as existing social and 
scientific knowledge for the continuous advancement of the society. Teaching-learning 
process has been inseparable to human being since ancient times. Leaders of human thoughts 
have endorsed memorable words about education, knowledge and learning. An educational 
system is explicitly based on the quest “what to teach and how to teach.” The continuum of 
learning material swings from linguistic to scientific knowledge. The choice of contents and 
subject from the multifarious branches of knowledge is subjected to social needs. 

Teaching and learning now comes in different styles and forms. Educators are now 
experimenting on the new methods on teaching and learning which aim at improving the 
quality of education and the quality of students produced by schools. As new styles and form 
of teaching and leaning arrive, there also come their advantages and disadvantages. 
Educators nowadays devote themselves on assessing the efficiency of the new styles in 
teaching and learning. One of the emanating new methods in teaching and learning today is 
the modularized instruction approach wherein teacher intervention is very minimal or 
limited. This style of teaching and learning is student-centered since the student has to learn 



The 5th Business, Economics and Communications International Conference, 2015 
   

258

 2 

everything in the module by his own effort and phase. This method deviates from the 
traditional classroom situation wherein the teacher presents the lesson and the students just 
listen and learn the concepts presented. This fact gives the researcher an interest to study on 
the perception of the business and accountancy students about the use of modules in 
teaching. 

 

Conceptual Framework 

Figure 1, presents the schematic diagram of the conceptual framework of the study on the 
perception of the accountancy, business administration and HRM/Tm students about the use 
of modules in teaching and learning. It shows the profile which includes age, gender, course 
and year level, secondary school graduated and educational background of the parents as 
necessary input data for module designing, developing and delivering quality learning pace 
suited to the student's needs that will result in high student achievement and meaningful 
learning outcomes. These meaningful learning outcomes refer to the things which students 
are able to demonstrate as a result of their engagement in modular instructions such as acting 
independently, working with others, using information technology, communicating 
effectively, organizing learning materials, gathering relevant information and data relevant to 
the course of study, thinking critically and analyzing and synthesizing ideas and information. 

 

  Input    Process   Results 

 

 

 

 

 

 

 

 

 

 

Figure 1 Schematic Diagram of the Conceptual Framework 

 

 

Statement of the Problem 

The purpose of the study is to determine the perception of the HRM/TM, Business and 
Accountancy students about the use of modules in teaching and learning. Specifically, the 

Profile 
Age 
Gender 
Course and Year level 
Secondary School  
Graduated from 
Educational Background 
Of Parents 

Designing 
Developing  

and Delivering  
Quality Learning 

Modules 

High Student  
Achievement 

Meaningful Learning Outcomes 
 

Becoming independent  
Learners 

Working well with others 
Using information technology 

Gathering information  
Relevant to the course of study 

Communicating effectively 
Organizing learning materials 

Thinking critically 
Analyzing and synthesizing  

ideas and information 

 3 

study sought to answer the following questions: 

 1. What is the profile of the accountancy, business administration and hotel and  
       restaurant/ tourism management students in terms of: 

  a. age 

  b. sex 

  c. course taken 

  d. year level 

  e. secondary school graduated from 

  f. educational background of parents 

 2. To what extent are the students aware of the use of modules in teaching and 
learning?      

 3. Is there a significant difference in the perception of students regarding the use of 
      modules in teaching and learning when grouped according to: 

  a. age 

  b. sex 

  c. course taken 

  d. year level 

  e. secondary school graduated from 

  f. educational background of parents 

 4. Is there a significant relationship between the level of perception and the course 
      taken by the students? 

  

Hypotheses 

 The following hypotheses were investigated: 

 1. There is no significant difference in the level of perception of the students 
regarding the use of modules in teaching when grouped according to age, gender, course 
taken, year level, secondary school graduated fro, and the educational background of the 
parents 

 2. There is no significant relationship between the level of perception and the 
coursetaken by the students. 

 

Significance of the Study 

The results of the study will benefit the following: 

Students: The students will become independent learners who can manage their study 
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periods and organize their resource materials to be able to meet the requirements of the 
course, once the modular lessons will be adapted. 

Faculty: Through designing and developing modules, teachers' writing and organizational 
skills can be improved. 

Administration: The results of the research will be of help to administration in starting 
online courses in business and education. 

 

Scope and Delimitation 

 The study considered the perceptions regarding the use of the module for instruction 
of the randomly selected Imus Institute college students of accountancy, business 
administration, hotel and restaurant management and tourism management for the first 
semester of academic year 2012-2013. 

 

Definition of Terms 

The following terms were defined: 

Module: This refers to a set of self-learning materials provided to the students to complete 
the course requirements in a particular field of study. 

Perception: This is defined as one understands of a particular concept or thing. 

Teaching: This is the process of imparting knowledge, attitudes and skills. 

Learning: This is defined as the acquisition of knowledge, skills and attitudes leading to the 
improvement of an individual's total being. 

 

Methodology and Procedure 

 Research Design 

This is an action-research aimed to determine the selected college students' perception of the 
use of module in teaching and learning. 

 Respondents 

The respondents comprised one-hundred eighty-four (184) students in BS Accountancy, BS 
Business Administration and BS HRM and BS Tourism Management. 

 Data Gathering Procedure 

The researchers presented the title to the Dean of Business and Accountancy and the Dean of 
Education and Director of Research for approval. The questionnaire was administered to the 
business Administration (Marketing Management, Management Accounting, financial 
Management, Human resource Development Management), Accountancy, and HRM/TM 
students. 

A set of questionnaires was prepared by the researchers. This comprises the personal data of 

 5 

the students and ten (10) statements that best indicate their perceptions regarding the use of 
modules with its descriptive ratings as indicated in Table 1. 

The questionnaire was validated for internal consistency and content adequacy. It was first 
administered to a group of students who were not the respondents of the study. 

 

Table 1 Description of Ratings 

 

Numerical Equivalent Description 

4.50 – 5.00 Very high extent 

3.50 – 4.49 High extent 

2.50 – 2.49 Medium extent 

1.50 – 2.49 Low extent 

1.00 – 1.49 Not at all 

 

 Statistical Tools Used 

The following statistical tools were used in the treatment of the data: 

The weighted mean was used to determine the extent of the students' perception on the use of 
module for teaching and learning. 

The ANOVA was used to determine if there is a significant difference in the level of 
perception of the students grouped according to age, sex, course taken, year level, secondary 
school graduated from, and educational qualification of parents. 

The Chi square was used to determine if there is a significant relationship between the level 
of perception and the course taken by students. 

   

Results and Discussion 

 

A. Profile of the Respondents 

 

Table 2 Distribution of the Respondents According to Age 

 

Age Frequency % 

15 - 19 136 74 

20 - 24 43 23 

25 - 29 5 3 

Total 184 100 
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Table 2 shows that seventy-four (74%) of the respondents belong to age group 15 – 19. 
Twenty-three percent (23%) are 20 -24 years old while only 3% are from age group 25 – 29. 
These data revealed that majority of the students are young and of college age. They are still 
in the prime of their youth. A small portion of the students between 25 – 29 years of age 
show that there are students beyond school age who are still interested to continue their 
studies and finish a degree. These students show a determination to achieve a successful life 
in the future. 

 

Table 3 Distribution of the Respondents According to Sex 

 

Sex Frequency % 

Male 51 28 

Female 133 72 

Total 184 100 

 

As can be seen in Table 3, there are more female respondents (72% than male respondents 
(28%). These data suggest that there are more female students who are interested to finish 
their studies and to improve their educational qualification. Furthermore, this indicates that 
the female students are more assertive in climbing up the ladder of education than do their 
male counterparts.  

 

Table 4 Distribution of the Respondents According to Year Level 

 

Year Level Frequency % 

First Year 37 20 

Second Year 53 29 

Third Year 58 31 

Fourth Year 36 20 

Total 184 100 

 

Table 4 reveals that thirty-one percent of the respondents are third year students; 29% are 
second year; 20% are either first year or fourth year students. The distribution of the second 
and third year students does not vary much from each other. Similarly, there is no difference 
in the percentage distribution of the first and fourth year students. There is greater 
participation of the second and third year students compared to those of the first and fourth 
year students in this particular research. 

 

 7 

Table 5 Distribution of the Respondents According to Course Taken 

 

Course Taken Frequency % 

BSA 64 35 

BSBA 98 53 

HRM/TM 22 12 

Total 184 100 

 

As presented in Table 5 more than half (53%) of the respondents are taking up BSBA. 
Thirty-five are taking BSA while 12% belong to HRM/TM group. There are more students 
enrolled in the BSBA since there are more course offerings under this area while in BSA 
there is less number of enrollees because this is a quota course in which the students are 
required to reach a certain grade before they could be accepted in the course. The HRM/TM 
are new course offerings so there is still a limited number of students taking up the course. 

 

Table 6 Distribution of the Respondents According to Secondary School Graduated  
                From 

 

School Graduated 
From 

Frequency % 

Public 50 27 

Private 117 64 

Did not indicate 17 9 

Total 184 100 

 

Table 6 shows that sixty-four percent of the students came from private secondary schools 
while 27% from the public schools. Nine percent (9%) did not indicate their school of origin. 
These reveal that graduates of private high schools opt to enroll in private colleges. As 
products of private institutions they prefer to continue pursuing higher education in private 
college. On the other hand public high school graduates may find it financially difficult to 
enroll in private colleges so they would rather go to public colleges or state universities. 
There is a great difference in the number of student respondents who came from private and 
public high schools. 

As seen in Table 7 a greater percentage (59%) of the parents are college graduates; 18% 
finished high school; 3% are college undergraduates; 2% are either vocational graduates or 
elementary graduates. However, there is a great number (80 out of 184) of respondents who 
did not indicate their parents' educational qualification. Perhaps they do not know the 
educational attainment of their parents. The parents of the respondents are academically 
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qualified. This may be one of the factors why they send their children to college. The parents 
also want their children to finish their studies just like themselves. Though there are very few 
parents who are elementary graduates, they also tried to send their children to college to be 
more educated than they are. It is every parent's dream to see their children get their college 
diploma and become academically equipped to face the challenges of the society. Whatever 
academic qualification they have, these parents do their best to provide college education for 
their children. 

 

Table 7 Distribution of the Respondents According to the Educational Background of  
               the Parents 

 

Educational Background of the Parents Frequency % 

College Graduate 59 32 

College Undergraduate 5 3 

Vocational Education Graduate 3 2 

High School Graduate 34 18 

Elementary 3 2 

Did not answer 80 43 

Total 184 100 

 

 B. Students' Level of Perception Regarding  the Use of Modules in Teaching and 
Learning 

 

Table 8 Students' Level of Perception Regarding the Use of Modules in teaching and  
                Learning 

 

Course Level of Perception Description 

BSA 3.87 High Extent 

BSBA 3.95 High Extent 

HRM/TM 3.84 High Extent 

Overall Mean 3.87 High Extent 

 

Table 8 presents the level of perception of the students regarding the use of modules in 
teaching and learning. Among the three groups of students, the BSBA students have the 
highest level of perception, 3.95 which is described as high extent. The BSA students have a 
weighed mean of 3.87 while the HRM/TM group has 3.84, both described as high extent. 
The overall mean of the group is 3.87 which mean that the students have a high extent level 

 9 

of perception regarding the use of modules in teaching and learning. This means that the 
students are well aware of the benefits and advantages of using module in teaching and 
learning.  

 

Table 9 Summary Table of ANOVA 

 

Table 9 presents the summary of the ANOVA to determine if there is a significant difference 
in the level of perception of students regarding the use of modules when they are grouped 
according to age, sex, year level, course taken, high school graduated from, and parents' 
educational background. 

Examination of the table shows that the computed F values for age, year level, course taken, 
high school graduated, from and parents' educational background are smaller than the 
respective tabulated values at .01 level of significance. Therefore, the null hypothesis is 
accepted. This means that there is no significant difference in the level of the perception of 
the students about using modules in teaching and learning, grouped according to age, year 
level, course taken, high school graduated from and parents' educational background. 
Students who are young and older, belonging to lower or higher year level, taking up any of 
the specified courses, graduated from either public or private high school, or whose parents 
are college or elementary graduates have the same perception regarding the use of the 
modules for teaching and learning. 

However, the table shows that the computed F ratio of 10.199 for sex is greater than the 
tabulated value 6.76. Thus, the null hypothesis that there is no significant difference between 
the students' perception regarding the use of the module when grouped according to sex is 
accepted. This means that the male students have a higher level of perception of the 
significance of using modules for teaching and learning than the female students. They are 
more aware of the importance and benefits of this strategy for better and meaningful learning 
grouped according to course. 

 

 

 

Variables df Computed F Tabulated F Decision 

Age 2/181 0.126 4.71 Accept Ho 

Sex 1/182 10.199 6.76 Reject Ho 

Year level 3/180 0.3064 3.88 Accept Ho 

Course taken 2/181 1.536 4.71  Accept Ho 

HS graduated from 1/165 4.352 6.76 Accept Ho 

Parents' educational 
background 

4/99 0.631 3.51 Accept Ho 
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Table 10 Summary Table for Chi-Square Computation 

 

N Df Computed Chi-Square Critical Value of Chi-Square Decision 

184 8 2.847  .05 = 15.507 Accept Ho 

 

Table 10 shows the results of the computation of the Chi square to find out if there is a 
significant relationship between the students' perception and the course they take. 

The computed Chi square value of 2.847 is less than 15.507 which is the critical value at .05 
level of probability using 8 degrees of freedom. The null hypothesis of no significant 
relationship between the level of perception of students and their course is accepted.  

 

Conclusion 

 1. Majority of the respondents are from 15 – 19 years old, female, third year students 
taking up BSBA. They came for private secondary school and their parents are mostly 
college graduates. 

 2. The students have a high extent level of perception regarding the use of modules in 
teaching and learning. 

 3. There is no significant difference in the student perception regarding the use of 
modules when grouped according to age, year level, course taken, high school graduated 
from, and parents' educational background. 

There is a significant difference in the student’s perception regarding the use of modules 
when grouped according to sex. 

4. There is no significant relationship between the students' perception regarding the 
use of modules and the course they take.  

 

Recommendations 

Based on the findings and conclusions arrived at, the following recommendations are 
presented: 

 1. Seminars should be conducted to train faculty members on designing and 
developing modules for different subjects and courses. 

 2. Similar study should be conducted involving students from other departments. 

 3. The administration should plan for a possibility of offering online courses in the 
colleges where modules are the main instructional materials used. 

 11 
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Abstract: 

The purpose of this paper is to identify the impact of smartphone on the students of the 

University of Dhaka and factors influences users of smartphone specially the students’ to 

get loyal and satisfaction, conducted a structured survey on 150 smartphone users in there 

different faculties of the university of Dhaka in Bangladesh. The study of the use of 

smartphone based services plays an important role in understanding the user preferences, 

and thus provides the opportunities for intelligent personalized context-based services. In 

this paper proposed an approach by dividing smartphone based services into four different 

categories: the first category, Productivity, includes business utility apps (e.g., MS file 

viewer and schedule manager, easy in use, filling up expectations, article, wireless 

internet, and education). The second category, Entertainment, includes game, sports, 

music, mobile tv, and photography apps. The third category, Information, includes 

finance, news, travel, medical, banking, weather, and other information providing 

services. The last category, networking, includes those services for the social networking 

such as Facebook and Twitter and others.  The survey comprises of four sections and 
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banking, online bookings etc. On the other hand, girls are mostly found of entertainment 

types of services. As a whole, we have found that the demand and expectation for 

Smartphone Based Services are increasing day by day.  

Keywords: Smartphone, Users, and Choice factors.  

 

Introduction: 

Smartphones have increasingly become tools that consumers use for banking, payments, 

budgeting, and shopping and other purposes. “smartphone” as a mobile phone that offers 

advanced capabilities such as Web access and e-mail; runs complete operating system 

software and can run various “apps” created by third parties; and features a larger screen 

and faster processor than standard mobile phones. 

Smart Phones (i.e. iPhone and Blackberry, Samsung, Walton and others) are the next 

generation mobile phones that have become popular today. The term smart phone is used 

to characterize a mobile phone with special computer enabled features.  Smart phone 

service(s) is defined as a mobile telephone set which provides special computer enabled 

features.  Such features include wireless email, Internet access, Web browsing, personal 

information management, entertainment, and many other diverse applications. The use of 

general mobile phone services including voice and text communications has been highly 

diffused in our daily life, but the use of smart phone services including various computer 

enabled applications is still on its way. In the Information Systems (IS) field, individual 

users’ IT (information technology) adoption has been studied in organizational contexts. 

There are an abundant study that empirically investigated determinants of IT/IS adoption 

decisions and usage (Moore et al. 1991; Venkatesh et al. 2000) 

The use of smart phone in Bangladesh is increasing with each passing day.  The growth in 

the smart phone sales in Bangladesh, especially in Dhaka is much higher than the global 

average of 20.3%. Concerned parties have attributed the following factors as the reason 

behind increased use of Smart phone: 

 Provision of low-cost high speed 3G internet services throughout the country 

 Equal Monthly Installment plans provided by banks to buy phones 

 Various discounts and bundle offers provided by different companies to boost 

sales 
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According to BTRC, the number of GSM subscribers in Bangladesh has gone up by 34% 

in the past year and has reached 119.62 million in November, 2014. 

Since the inception of mobile phones, the adoption of mobile services has continued to 

increase, along with the range of services offered. Nowadays, Smartphone’s are offering a 

vast range of services that the consumers are willing to consume. These services put a lot 

of effort on the decision for buying any Smartphone. The Smartphone’s with more 

services are sold more, making more profits for the Smartphone provider companies. For 

the increasing demand of Smartphone based services, a survey on the determinants of 

Smartphone’s demand is necessary. I have conducted a survey mainly on the students of 

University of Dhaka to get a clear response over all the questions on Smartphone based 

services in Bangladesh. 

Objective of the Study: 

The purpose of this study is to explore the determinant factors which influence the 

consumers’ intentions to adopt with a new technological innovation such as smart phone 

in Bangladesh. The broad objective of the study is to identify and analyze the factors 

affecting the choice of Smartphone to the students of the University of Dhaka and to 

measure the impact of each factor in creating preferences to adoption of Smartphone. 

Specifically objectives of the research are: 

I. To identify and analyze the factors affecting the choice of Smartphone that are used 

by the students; 

II. To measure the impact of  Smartphone based services in creating individual 

preference to choice; and 

III. To identify the relevance importance of each dimension that affects the adoption of 

smart phone among the students.  

 

Rationale of the Study: 

 So far the researchers know, no earlier research has yet been conducted on this area. 

That’s why I am interested to work on this issue. The success of any Smartphone 

marketers relies heavily on building preferences of the customers by ensuring that all 

their needs and desires are met in every way. Hence, choice tools should be the focal 

point in creating customer preferences to purchase. Therefore, the first task is to identify 

and analyze factors affecting the choice of Smartphone to the students of the University 

of Dhaka and the next part of the task is to measure the impact of each Smartphone 

services tools in creating customer preferences to adoption of Smartphone. 

 

Literature Review: 

A Smartphone can be regarded as a handheld computer integrated with a mobile phone 

that allows users to run multitask applications: as such, is thus attractive to a wide range 

of user groups. Smartphone’s were initially used mainly for specialized purposes such as 

delivery services and medical services but began to be used as a general-purpose mobile 

phone when general customer needs were considered and functions such as multimedia 

and were included. Leung and Wei (2000) found that motivations for mobile phone use 

included 'fashion and position', 'emotion and sociality', 'relaxation', 'mobility', 

'instantaneity', and 'relief from work'.  

Kang, lee and lee., (2014) conducted a study on service oriented factors affecting the 

adoption of Smartphone in Japan. They found out that 6 factors affecting the adoption of 

Smartphone such as wireless internet, application availability, attractive design, 

multimedia, after service and perceive easy of use (PEoU). As a study result, they found 

that the service oriented functional attributes- wireless internet and mobile applications 

are more significant to adopt of smart phone regardless of users. 

Due to the growth of Smartphone adoption, low-cost data packages, and the development 

of high speed mobile networks, MIM’s strong rise in popularity has affected mobile 

operators’ Short Message Service (SMS) revenues negatively (Juniper, 2012; Thomas, 

2013). Unlike SMS services charged by mobile operators based on the amount sent, MIM 

services, which are either free or charge nominal monthly fees, enable interoperability 

between mobile devices and cellular networks with no technical and consumer support. 

TNS’ recent survey on 17,000 people in 30 countries shows that once people adopted 

MIM services, they reduced their use of SMS (Thomas, 2013). 

Mobile wireless technology (MWT) has been used widely, and mobile phones are getting 

fully integrated in many individuals and organizational user’s lifestyle (Dohmen, 2009). 

Smartphone related previous study also represented the factors affecting to the choice of 

Smartphone to individuals, these are below: 
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Kim Y.S. (2009).  Technology Acceptance Model (TAM) and Diffusion of Innovations theory as 
platform for research on factors influencing purpose of Smartphone service acceptance 

J.Huang et al. (2010).  Study of users' awareness of factors affecting Smartphone network 
application 
Z. Ahmet and L. E. Holmquist (2010).  Study on mobile service sharing between users. 
HyungJin Kim et al. (2010).  Understanding of factors influencing developing intent of developers 
in platform business 

Dohmen A. et al. (2009). Study on use of Smartphone applications in providing effective banking 
service 
Kim S. H. (2008) Research on two added factors as TAM model controlled variables, professional 
association and experience, and their effects on purpose of Smartphone acceptance 

Chart: Previous study on Smartphone services 

 

Research results show that the context of customer behavior perception to Smartphone 

includes a number of different factors (Ling et.al, 2006). The most representative of these 

are the cost of purchase, familiarities with technology, easy to use, fast communication, 

connection with social networks and ease of internet access, at any time and place (Park 

and Cheng, 2007). 

Therefore the studies were used for finding of major factors affecting the choice of smart 

phone. Studies cited above suggest that the factors affecting the choice of smart phone be 

determined by Smart phone based services. 

 

Methodology: 

Research design: The research design consists of the following issues: 

 Nature of the study: This study is the output of mixed research (exploratory and 

descriptive research). In the first stage, an exploratory research has been 

conducted to identify the factors affecting to determine the adoption of 

Smartphone in Bangladesh. Then a descriptive research which  is reveals to 

wondering study as it requires some analysis on the determinants’ of the adoption 

of smart phone in Bangladesh  

 Sample and Data Collection:  A total of 150 individual Smartphone users has 

surveyed through a questionnaire.  The sample of 150 Smartphone users have 

selected based on Simple Random Sampling method. A survey questionnaire were 

properly administered to obtain all necessary data on the variables explained 

above, and also in the model designed. 

 

1. Target Population Students (Male and Female)  

2. Sampling Frame 
Dhaka University Students’ (Science faculty, Art faculty and 

Business Studies Faculty). 

3. Sampling Technique Simple Random sampling 

4. Sample Size 150 ( students’ from three faculties) 

5. Execution 
The sample of convenient elements will be collected. The 

selection of sampling units is left primarily to the interviewer. 

 

 Data collection procedure and instruments: For the research and data analysis 

purposes I have collected both the primary & secondary data.  For the study I have 

collected primary data through survey method under which we adopted the 

personal interviewing technique. The researchers were actively involved in data 

collection.  Utmost care was given in the data collection procedure to minimize 

biasness and ensure validity and reliability. We have collected secondary data 

from the follows four sources: Documents (journals, newspaper, and magazine), 

and internet.  

 Model Specification and Scaling technique  

a) Scaling technique: The study using 5 point Likert Scale, which is a part 

of Non Comparative Scaling Technique.  

b) Model specification: The purpose of this analysis is to measure the 

relative influence of each independent variable on the dependent 

variable. I have used multiple regression in order to find out how 

Smartphone services tools (independent variables) are going to affect the 

factors to contribute to customer adoption (dependent variable).  

The general form of multiple regressions Model is as follows: 

YY  ==  bb00++bb11 Ea  ++bb22 Aa  ++bb33 Fa  ++bb44 Ea ++bb55 SNa  ++bb66 WIa  ++bb77 MTa  ++bb88  OBa++bb99 
OBa  ++  bb1100 EBa  ++bb1111 EUa  ++bb1122 ASa  ++bb1133 FEa++  bb1144 EEa  ++eeii..  
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Where,  

Y= Smartphone services for preference 

Ea = Expensiveness  

Aa = Affordability  

Fa = Flexibility 

Ea = Environment   

SNa = Social Networking 

WIp = Warelesss internet 

MTa = Mobile TV 

 

OBa = Online Banking 

OBb= Online Booking 

EBa= Ebook 

EUa = Easy in Use 

ASa = Availability of services 

FEa = Filling up expections 

EEa = eEducation 

ei = Error Here 

 

Data analysis and results: 

The study on Smartphone based services plays an important role in understanding the 

user preferences, and thus provides the opportunities for intelligent personalized context-

based services. A key step for the Smartphone services usage analysis is to classify those 

services into some predefined categories. However, it is a nontrivial task to effectively 

classify Smartphone services due to the limited contextual information available for the 

analysis. For instance, there is limited contextual information about Smartphone based 

services in their names. Result Analysis (Independent & Dependent Variables): As 

mentioned earlier, for the analysis of this study, I also used regression model. The linear 

relationships of independent and dependent variables are the main focus for us. But, in 

this regard, no linear relationship is found because of the ambiguous number of variables 

used in this study.  

In this regression analysis, the sole dependent variable is Smartphone based services, 

whereas the independent variables are Expensiveness, Affordability , Flexibility, 

Protection Towards Environment , Tool for Social networking , Wireless Internet 

Services , Mobile TV , Online Banking , Online Bookings , Ebooks or Articles , Ease in 

Use , Availability of Services , Filling up the Expectations , and eEducation. The linear 

expression for these two types of variables could not be shown because of the ambiguity 

of the independent variables. 

Result Analysis (Coefficient of Multiple Correlations): 

The coefficient of multiple correlations determines the extent or degree of relationships 

between variables. The degree of relationship and its range is shown below 

Table1: Range of degree of relationship 

 

Range Degree of Relationship 

0 Absence of relationship 

.01 - .29 Very low degree of relationship 

.30 - .49 Low degree of relationship 

.50 - .69 Moderate degree of relationship 

.70 - .89 High degree of relationship 

.90 - .99 Very high degree of relationship 

1 Perfect relationship 

 

This range can be compared from the model summary of the regression model. The “R” 

relationship of model summary shows the relationships of coefficient of multiple 

correlations. 

Model Summary 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .737a .589 .414 .3256 

 

From the model summary, it can be seen that R = 0.737. This value indicates that there 

exists a high degree of relationships between the dependent variable and the independent 

variable. 

 

Model Summary 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .737a .589 .414 .3256 

a. Dependent Variable: SmartPhone Services 
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b. Predictors: (Constant), eEducation, Availability of Services, Mobile TV, Ebooks or Articles, Affordability, 
Ease in Use, Protection towards Environment, Wireless Internet Services, Online Banking, Online Bookings, 
Filling up the Expectations, Tool for Social networking, Flexibility, Expensiveness 

 

From the model summary, we can see that R^2 = 0.589. This value indicates that all the 

independent variables explain 58.9% variation in the Smartphone based service which is 

acting as dependent variable here. As this result is more than 50%, so we can say that the 

independent variable is that much influential here. That is why this model is fit for this 

analysis. 

 ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 15.022 14 1.073 3.884 .000b 

Residual 37.018 134 .276   

Total 52.040 148    

b. Dependent Variable: Smartphone Services 

b. Predictors: (Constant), eEducation, Availability of Services, Mobile TV, Ebooks or Articles, Affordability, 
Ease in Use, Protection towards Environment, Wireless Internet Services, Online Banking, Online Bookings, 
Filling up the Expectations, Tool for Social networking, Flexibility, Expensiveness 

 

As the significant level here is 0.00 which is less than 0.05, so the relationships of 

dependent and independent variables are statistically significant. The result indicates that 

independent variables are affecting to the choice of Smartphone preferences of the 

students of the University of Dhaka in a significant way.  

 

Regression Result Analysis (Coefficients): 

Coefficients indicate the significant relationship between independent and dependent 

variables. In this regards, if the significant level is less than the table value then there is 

no significant relationship between the independent variable and the dependent variable. 

  

 

Coefficientsa 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 

(Constant) 6.211 .693  8.957 .000 

Expensiveness -.070 .049 -.173 -1.425 .156 

Affordability .112 .050 .245 2.239 .627 

Flexibility -.288 .116 -.276 -2.476 .715 

Protection towards Environment .083 .073 .105 1.142 .055 

Tool for Social networking -.003 .084 -.004 -.038 .045 

Wireless Internet Services -.067 .037 -.155 -1.819 .051 

Mobile TV -.019 .059 -.030 -.327 .044 

Online Banking -.066 .036 -.165 -1.860 .045 

Online Bookings .041 .058 .064 .702 .484 

e Articles .005 .035 .012 .148 .882 

Ease in Use -.059 .056 -.088 -1.049 .296 

Availability of Services -.109 .057 -.167 -1.912 .046 

Filling up the Expectations -.065 .057 -.103 -1.142 .256 

eEducation .019 .088 .036 .404 .048 

a. Dependent Variable: SmartPhone Services 

 

Regression Equation: 

Smartphone services adoption = 6.211 + (.07) (Expensiveness) + .112 (Affordability) + 

(.288) (Flexibility) + .083 (Protection towards environment) + (.003) (Social Networking) 

+ (.067) (wireless internet) + (.19) (Mobile TV) + (.066) (Online Banking) + (.04) 

(Online booking) + (-.005) (eArticle) + (.059) (Easy in Use) + (.109) (Availability of 

Services) + (.065) (Filling up Expectations) + (.019) (eEducation)  

Comment on Significance: 

It can be said that, Students’ smartphone preference is dependent on various services tools 

like – easy to use, social networking, wireless internet, mobile television, protection 

towards environment, eEducation, online banking and availability of services.  The 
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probability value of social networking, mobile tv, online banking, eEducation and 

availability of services < 0.05, which indicates the rejection of null hypotheses (there are 

impact of choice factors on building students’ preference to smartphone). Social 

networking (0.045), online banking (0.045), mobile tv (0.044) and availability of services 

(0.046) are highly significant. 

 

Regression Result Analysis (Descriptive Statistics): 

The results of ANOVA table indicate whether the relationship of dependent variable with 

all the independent variable is statistically significant or not. From the descriptive 

analysis we can measure the on-an-average influence of each independent variable over 

the dependent variable. The descriptive statistics table is as follows 

 Descriptive Statistics (Mean)  

 Mean Std. Deviation N 

Smart  Phone Services 4.141 .5930 149 

Expensiveness 2.765 1.4630 149 

Affordability 3.181 1.3000 149 

Flexibility 4.403 .5685 149 

Protection towards Environment 3.517 .7498 149 

Tool for Social networking 4.168 .7014 149 

Wireless Internet Services 3.671 1.3727 149 

Mobile TV 3.745 .9238 149 

Online Banking 3.711 1.4809 149 

Online Bookings 3.570 .9318 149 

Ebooks or Articles 3.570 1.3914 149 

Ease in Use 3.993 .8891 149 

Availability of Services 3.785 .9047 149 

Filling up the Expectations 4.087 .9439 149 

eEducation 3.631 1.1050 149 

 

This table indicates that on-an average, most respondents are neutral in terms of 

expensiveness and the affordability of smartphone based services. People are highly 

agreed on the smartphones being flexible and being able to act as a tool for social 

networking and online activities. Apart from that, the respondents are quite neutral about 

the rest of the variables.  

 Major Findings: 

From the results of our interview, we have come to the findings that 

 Out of our 150 respondents, about 80% of them like to use smartphone based 

services and they are quite satisfied about these services. Most of our respondents 

are neutral about the expensiveness of Smartphone’s in Bangladesh but they think 

that it is affordable by most of the people today. 

 Among the respondents, as all of them are students, they are mostly using 

information and entertainment based services. And, among the social networking 

based services, students are mostly addicted to Facebook. Among all respondents, 

I have found that boys are mostly found of using different types of services 

especially financial based services like online marketing, online payment, online 

banking, online bookings etc. But most of the girls feel more comfortable to use 

Smartphone in entertainment purpose for example mobile tv, social networking, 

eEducation.  

As a whole, I have found that the demand and expectation for Smartphone Based 

Services are increasing day by day.  

 

Conclusion: 

With the development of technology and mobile learning, cell phones will play a more 

important role in education. They are powerful tools and can bear almost the same 

functions as personal computers. The results from this study corroborate that students use 

smartphones and social media for their learning activities even though this technology has 

not been formally included in the curriculum, and perceive their smartphones as learning 

tools. This might be an opportunity for teaching staff to use smartphones to enhance 

students’ learning needs without the constraints of time and location. However, students 

will need to understand and weigh the benefits and potential risks to their security and 

privacy presented by the use of this new technology 
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smartphones and social media for their learning activities even though this technology has 

not been formally included in the curriculum, and perceive their smartphones as learning 

tools. This might be an opportunity for teaching staff to use smartphones to enhance 

students’ learning needs without the constraints of time and location. However, students 

will need to understand and weigh the benefits and potential risks to their security and 

privacy presented by the use of this new technology 
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ABSTRACT 

It is obviously seen that the present economy of Thailand has extended in the large scales. 
When considering Gross Domestic Product at the first quarter (January to June) of year 
2015, it was expanded at the rate of 3.0 percent. The previous quarter reached the 
expansion rate of 2.1 percent (Office of the National Economics and Social Development 
Board, 2015). In addition, international economy was also slow down as well such as 
European Union that also gained the expansion rate (Bangkok Business, 2015). When 
concerning that Thailand is going to enter to ASEAN economic community, Thailand has 
to adopt ASEAN Charter including the flow of labor and single product base (ASEAN 
department, 2014). This is the impulsion to related organizations; industries as they need 
to adjust improve and develop themselves to reach the pace of work of other 
organizations or industries of other AEC countries. They were teachers, engineers, 
doctors, nurses, surveyors, dentist, and architects. These people had to gained more 
knowledge and to cover up their weakness, for example, they need to develop their 
English language knowledge. Their current knowledge might not be sufficient in the 
competition. They also have to search for new patterns and methods to develop, improve 
or solve their knowledge on economy, business administration, investment, medicine, 
architecture, etc. to be more up-to-date and ready for the changes. These will be the 
benefit for Thai education system in the future. It is quite certain that companies or 
organizations in Thailand will select labors in AEC countries or move production base to 
other AEC countries that their national minimum wage is lower than the wage in Thailand 
(Bangkok Business, 2015). 

'PEOPLE'  is the key of organization management to be successful. Whether the business 
could endure or not depends on people. Also, low labor cost or low cost of one product 
per labor wage (balance sheet) is another important factor. The management could assist 
organization to have low cost and low wage. To do this, organization has to select high 
competency labor as they could do more work than ordinary workers in the same 
circumstance (Hay Group, 2004).  

Therefore, this study attempts to study the method to select high competency people 
during the economic crisis at the present as this is important to the organizations. 

Keyword: selection people, High Competency 

 

1. Introduction 

The number of high competency people or talent people may not be abundant comparing 
with the whole population. However, the works of these talent people are mostly 
outstanding than the works of other hundred ordinary workers altogether. The problems 
that several organization faces is how to classify the worker in their organization, how 

could they know which one is talent person. Worker who could perform his excellent 
work doesn't mean that this worker could be an executive. If the organization did not have 
a good evaluation system to classify workers, they might appoint and develop the wrong 
people and also lose the good workers even the organization had fully invested on the 
human resource development.  

Professor David C. McClelland, a psychologist from Harvard University, has initiated the 
concept about competency. He developed personality test to study the attitudes and habits 
of efficient workers. This knowledge could help solve the problems in selecting workers 
for US government departments. For instance, the problems on selection procedures 
focusing on the proficiency that black people or other minorities were not selected and the 
problems on proficiency test slightly correlated with the performance (this means that the 
test could not predict the performance). Moreover, it could collect the data from 
outstanding groups and general groups from the interviews. Competency is about 
comprehension on the difference between cultures. This factor correlated with the 
performance not the proficiency test. In addition, Mc Cleland's paper called Testing for 
Competence Rather than for Intelligence that was published in 1973 and mentioned 
widely. This was the starting point to develop competency to be another alternative, apart 
from intelligent test. This test has been used up to the present. Competencies are usually 
described as iceberg. Iceberg could be explained the difference between person's 
knowledge and skills representing layers of iceberg. The visible tips that are floating on 
the surface mean that knowledge and skills could be developed easily. However, the 
invisible iceberg below the surface was motivation, attitudes, internal image, and roles to 
the society. These factors had an influence on person's performance and were difficult to 
develop.  

Five elements of competencies according the concept of McClelland comprised of 1) 
Knowledge that is what a person knows about specific topic such as knowledge about the 
engine, etc.; 2) Skills are the things that people can do efficiently such as computer skills, 
knowledge transferring skills, etc. Skills were from basic knowledge and person could 
perform them skillfully; 3) Self-concept is attitude, value, and opinion on their own image 
or what people believe who they are such as self-confident, etc.; 4) Traits reflect the way 
in which we tend to describe people such as reliable and possessing leadership 
characteristics, etc.; 5) Motives/ Attitude were motivation or internal drive for people to 
reach their target or success, etc.  

2. Definitions of Competency 

Competency could be defined in the dictionary that it was ability or competence. In 
English language, there were several words with the similar meanings, e.g.; capability, 
ability, proficiency, expertise, skill, fitness, aptitude. However, Office of Civil Service 
Commission defined this word 'Competency' but some organizations used 'Ability'. The 
use of Competency in academic might create the confusion as the definitions of 
'Competency' are various. For instance, Boyatsis (1982) defined 'Competency' as  “an 
underlying characteristic of the person which could be a motive, trait, skill, aspect of 
one’s self image or social role or a body of knowledge which he or she uses” whereas 
McClelland said that competency could distinguish superior people from average people. 
That is the ability to identify outstanding persons from moderate one. Competency means 
ability or capacity (for an engine) such as this model of car had very good capacity for 
long-distance journey (Dictionary of Royal Institute of Thailand, 2009). David 
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McClelland (as cited in Ratsameethammachote, S., 2004) defined 'Competency' as hidden 
characteristics of individuals that can push themselves to perform well or perform 
according to the criteria that stipulated in their duty. Hence, there were three components 
of competency; that is; knowledge, skill and characteristics. According to McClelland, 
competency composed from knowledge, skills, attitude/motivation or knowledge, skills 
and attitude/motivation created competency as can be seen in the Figure 
(Ratsameethammachote, S., 2004, p. 48) 

In conclusion, competency means characteristics and ability of individual that reflect on 
the behavior. This affects individual to perform or act according to standard and this 
reflects organization to operate activities to reach the target successfully. It can measure 
or notice that the people had knowledge, ability, skills, and other characteristics that are 
outstanding than other people in the organization.  

 

3. Significance 

Taengjuang, P. (2011) mentioned about the significance of Competency in the world of 
business competition that it would take seven years to develop the human resource whilst 
it would take only one year to improve the technology as we could buy the technology. 
Competency, therefore, is important to the operation of officials and organizations as 
follows: 

1. To assort workers who had good characteristics, full of knowledge and capacity as well 
as appropriate behavior to operate work successfully and meet the actual requirements of 
the organization.  

2. To assist performers to acknowledge their own competency, to learn what skills need to 
be developed and to promote self-improvement.  

3. To be the benefit for the training of officials and other workers in the organization. 

4. To support Key Performance Indicator (KPIs) to meet the target. The use of each 
competency could identify whether KIPs would attain the target or not 

5. To protect the performance for the good fortune. For instance, sales volume of sales 
representative was higher than the target even this sales representative did not work well 
but it was higher because of high demand. The use of competency could inspect that this 
sales representative was successful because of luck or his own competency. 

6. To build up better organization's competency. When everybody improves their own 
competency, they have to produce the work for the organization. In the long term, this 
competency will belong to the organization. For example; when everybody in the 
organization have creative thinking competency, the organization becomes the 
organization of creative thinking.  

Moreover, the use of competency in development personnel, organization could improve 
competency system in recruitment system in several dimensions as following: 

1. Recruitment and Selection 

Organization could set up the competencies in the vacant position to assort workers who 
had good characteristics, full of knowledge and capacity as well as appropriate behavior 
to operate work successfully and meet the actual requirements of the organization 

 

2. Performance Appraisal 

Administrators in the department could use the results of competency gap to evaluate the 
work performance that identifies self development according to individual development 
plan.  

3. Reward and Compensation 

Apart from promotion, new trend to administer government work uses reward and 
compensation system as well. Compensation could increase motivation. The officials will 
be enthusiastic to develop themselves and their work. In the competency system, the use 
of reward and compensation could help increase the competency or the organization. 
Moreover, it could make the administration of reward and compensation to be more 
transparent and fair.  

4. Career Planning and Succession Plan 

Competency system could allow the organization acknowledge the strength and the 
weakness of existing officials and learn the necessary skills and ability for the target 
position in the future of each official.  

5. Result -Based Management 

At present, Result -Based Management (RBM) applied strategy that using KPIs in every 
level as the indicator of success. Officials are the important mechanism to develop 
country. They are the main core to apply government polity to perform efficiently and 
effectively in order to respond to the requirement of people. Officials need to work more 
proficiently during the changes in society and economy. The establishment of transparent 
officials is the positive strategy that could succeed rapidly. Bringing the good side of 
human together the power of society to control the behavior of officials to create the good 
thinks for the society, instead of  taking advantage, and caring about their own benefits 
and their groups. This could start from establishing the quality in officials of the 
government sector to have moral and ethics. The system should support the good persons 
and getting rid of the bad ones out of the government sector. Problems in corruptions 
arose for a long time from the attitudes that have become the value that corruption could 
bring benefit for their own and their group easily. They do not need to do anything much. 
The transparency in government system needs ingenious strategies by creating good 
environment. This needs the cooperation from all sectors. The suppression that conducts 
absolutely and quickly could make people scare to break the regulations. In addition, 
leaders in every level of the government have to be a good role model as well.  

According to Sab-udom, P., 2007, there were three types of competencies:  

1. Personal Competencies-They were only specific competencies of individual or group 
of people such as the drawing ability of the artists, acrobatics of the sportsmen, creativity 
of the inventors. These are specific abilities that is hard to learn or imitate.  

2. Job Competencies - They were required ability for specific position or duty in order to 
complete the regulated job such as the ability to be team leader of the supervisor, the 
ability in doing research of the academic. These abilities could be trained and developed.  

3. Organization Competencies - These were specific competencies of the organization 
in order to bring the organization to succeed and become the leader in the type of 
organization such as Mahidol Wittayanusorn School is the educational institute that is 
expert in teaching science, etc.  
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The Selection of High Competency Person 

Huselid, Becker and Beatty (2005) suggested a criteria to select high competency persons, 
that is; 1) possess an IQ of equal or more than 130; 2) have leadership skill and creativity; 
3) have energy to work more than 55 hours per week; 4) never discourage to any 
obstacles; 5) respond to the requirement of customers well; 6) can advise to the others; 7) 
can work in team; 8) previous works achieved more than expected; 9) have ethic to do the 
right thing; and 10) have communication skills in both speaking and writing. Moreover, 
Parry (1998) summarized the methods to select potential people who have knowledge, 
skills, attitude higher than ordinary people. This is in accordance with Office of the Civil 
Service Commission (2007) that suggested the method to find high competency person 
that could be noticed from skillful work, positive attitude toward work and good 
personality. In addition, McClelland (1993) specified the method to select high 
competency person by concentrating on their outstanding work or the work that met the 
standard. Also, Boatzis (1982) proposed the method to select high potential persons from 
observing their behavior whether they attempt to attain the target or not. Siam Cement 
Group (2007) has suggested the criteria to find high competency person by finding the 
person who could operate work with high responsibility.  

Nevertheless, after synthesizing the opinions from experts in human resource 
management, there were three components in selecting high competency person as 
following: 

Complete the work in time 

This is the perception and the awareness of the assigned task that needs to be complete on 
time without pressing the claim from supervisor/ service user. If it is the task that needs 
close supervision, it must prove that the success of the work is from the following up of 
related persons or from assessed person. The responsibility in the work included the 
following up of document in and out of the department, the punctuality of the activities 
specified in the manual as well as the carefulness to the accomplishment of the work.  

Gain working skills for new generation  

George De Metropolis, a professor of University of Phoenix identified 10 working skills 
for new generations. These skills could help workers to accomplish in their work and to 
be required from other organizations. These ten skills are: 

Leadership  

Leadership in this context is the skill that can lead their own lives and can also lead the 
others or teamwork under their supervision to the expected target.  

Critical Thinking  

This skill means the skill to think logically as everything changed rapidly. Sitting in the 
class may take too much time. Hence, good worker in this generation should have critical 
thinking skills. The worker with this skill could understand that what will happen and 
prepare a plan to protect the thing that going to happen reasonably.  

Collaboration 

Collaboration means the skill to work with other people well. No matter who they are, 
you can work with them well without problems including the ability to create teamwork 
atmosphere. In this generation, it will be harder for anyone who prefers to work alone. 
Each person might focus to be good at in specific area. To accomplish the work, several 

persons are needed to be good at their work in order to establish the success to the 
organization. If we could work with other people well, we could be needed from other 
organizations.  

Communication  

Good communication skill is always important skills for everyone's accomplishment as 
we need to work with other people all the time. If we could not communicate with other 
people, we could not accomplish in the work in this generation.  

Adaptability  

The ability to adapt one is more and more important in this age. As the technology 
changes rapidly, everything including work, other environments change rapidly as well. 
Employees in this age require having adaptability to the new things. We could not resist 
to the change or persist in what we are. Those people could not live in this generation.  

Productivity and Accountability  

Productivity and accountability are the important skills when the changes occurred 
rapidly and the environment also distracts us from work easier comparing to the past. 
This will make less productivity in each employee. It is regulated eight hours to work but 
employees in this generation could not work for eight hours as there were several 
distracters. Therefore, worker with high productivity and accountability could not distract 
from work easily and this kind of person will succeed in his work and will be required in 
the workforce.  

Innovation  

The skill to think of new thing could grow well in this generation. The most important 
thing is we could think of the thing that no one could have before or we can apply from 
the old idea to the new idea. We could succeed in our work if we have innovation skill.  

Accessing, analyzing and synthesizing information  

In this age, a lot of information flow in our lives. We could never know the sources of 
information. We did not know whether the information were accurate or reliable or not. 
Hence, to accomplish in the work in this age, worker needs to have the skills to analyze 
and synthesize the information we gained efficiently. The more the worker gained these 
skills, the more the worker is required in the workforce.  

Global Citizenship  

The skill to adjust ourselves to new cultures from other countries in the borderless globe 
is a must. Successful person needs to have global citizenship skills. This means that they 
could live in any places and they could adjust themselves to the cultures of other 
countries rapidly. To comprehend people from other countries, we need to work with 
foreigners. The more we understand them the more we take advantages at work.  

Entrepreneurialism  

The feeling of entrepreneur is needed at this age. When we think that we are just 
employees, we could do as employees in organization. There is nothing in the 
accomplishment of the organization. However, when we think like this, we could not go 
any further. At this age, employees have to think like entrepreneurs. They have to think of 
what to do to make organization successfully. Every employer surely wants to have this 
kind of person to work with. Finally, in the future, we may have our own business.  
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kind of person to work with. Finally, in the future, we may have our own business.  
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More works and more responsibilities than others  

 

4. Conclusion 

According to the selection of high competency persons in this situation, if any 
organizations have high competency works, those organizations would enter to high 
competency organizations. In other words, good organization might have a plan for any 
conditions. They might synthesize the situation and its impacts to the work and could 
achieve their objectives efficiently and punctually. The work could also keep the quality 
and be accepted.  
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Abstract 
This study aims to examine the performance behaviour of creative people in project team, where the team was 
formed from different people with different background, idealism, desire, and interest to finish the team goals, 
but they have homogeneous occupation as designer. 
 
A field of study is conducted through seeing the interaction among each other team members and removing the 
barrier to producing the effectiveness collaboration team behaviour. Besides, this study also tries to offer that 
the diversity of member characteristic which indicate conflict occur in team performance are also can be the 
richness alternative to decision-making which can impact the innovation of the company.  
 
This study conducted an observation method to the behaviour of a project team, and also examining the 
implementation part of design thinking from Tim Brown, CEO of IDEO to that project team. In this case, the 
research was scoping the examination at the divergent and convergent thinking which affect to the performance 
of a team when brainstorming occurred in making a decision that fit with the goal of the team. 

Keywords: Design Thinking; Project Team; Team Performance; Creative Industry; Creative People; 
Collaboration; Decision Making.   

1. Introduction 
1.1 Background 
Since the president of Indonesia in 2006 instructed to develop the creative economy in Indonesia, and also 
Bandung as capital of West Java proposed as UNESCO creative city in 2012, its made proliferation of creative 
industry in Bandung. Patterns of thinking, behavior and strengths vary greatly among individuals as they get 
imprinted on organizations and institutions. These patterns are neither right nor wrong as long as they are an 
appropriate fit for their community's strengths, visions and challenges (Borrup, 2004). According to that, the 
activators of creative industry began to shine. The design-based organization just like a creative industry or the 
designer itself, they have own unique and characteristic in organization behavior and performance management. 
Tim Brown the CEO of IDEO introduced Design Thinking method in 2009. IDEO is an innovation and design 
firm that uses a human-centered design-based approach which is design thinking that shows how the techniques 
and strategies of design belong at every level of business. This is significant to the information era of business 
which are one of the premises is customer driven. Other premises of information era that compatible with the 
theory are the bottom up method with the integrated process of the task to get the goal. 
 
A creative person or usually is called as a designer, has an own unique characteristic of intellectuality, own 
ideology or beliefs which depends on his/her resources, values, and orientations. In some event, a bunch of a 
creative people can be pretty hard to be united because the diversities those are mentioned before. Designers are 
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known as individualist workers because they are an expert of dabbling in a visual area, but mostly they can‟t 
explain what are in their head to other. So that‟s the basic problem of communication which can cause 
miscomprehend and conflict because when designers do their work, not just the logic occurred but also the 
conscience. Thus, when their works are criticized, sometimes they feel that not just the work that is attacked but 
also their belief, this case also can cause cognitive conflict. But Design is more about team performance than 
individual achievement (Best, 2006). 
 
As any work team is organized around a specific task, in performing the task team members usually face 
relationship problems (West, 1994). As both team roles and conflict managing styles are defined by the type of 
relationship that team members have with each other, analysing the associations between them should help to 
better understand team dynamics in problem-solving situations. As divergent and convergent thinking are 
assessed as an alternative solute method to decision-making in the design-based area. 

 
1.2 Research Objective 
Purpose if this study is to compromise own beliefs of designers to other designers and to help participants in 
giving them better understanding. Each member of the group increases satisfaction and better attitudes to each 
other by building effective communication. How a leader of the team of designers embrace his/her member and 
how a leader share the tasks to the member. Because of poor communication, the member of the team just do 
what their leader said to do, skills and competencies of the member are not utilized perfectly. Leader and 
member of a team should conduct better communication by engage Design Thinking Theory to support and 
facilitate each other for the maximum performance of their team.  
 
Thus knowing the relationship existing between each team members should help team members to analyse, 
compare and understand differences on both task and emotional dimensions. The team was formed as a project 
team and consist of a bunch of people that have the different type of cognition skill in a design-based area, 
different background, experience, and expectation to the goals. 
 
Creative people actually have own characteristic environment of work, its include times and ways of working 
which is cannot applied the general management model, some model can be fit to the creative industry but in 
other hands, some rigid management model which is only pursuit the financial profit cannot fit if it is applied in 
creative industry. One of a unique characteristic environment is creative people mood can affect to the output of 
the task that they made. Thus, the research offers a model that is expected to be fit with the work environment in 
a creative industry. The management model which is not restrains the creative environment.  
 
Limitation of this study had no control over the diversity of the sample or resulting teams, the analysis focused 
on single group differences which are the intellectual diversity rather than an overall measure of diversity. Other 
influences do not explore in this study. 

 
1.3 Research Question 
The diversity which came off in this research, some of it can indicate to occurring conflict between team 
members, but actually the diversity also can give a contribution to the richness alternative of decision-making. 
In a designing process, brainstorming of many opinions from the different people with a different view is really 
good insight, can give better decision-making. However, the debate of different interest and idealism were 
unavoidable, but each opinion that comes out in brainstorming stage is substantial to making a decision of 
innovated result. 
 
Design thinking is driven by intelligence that embraces innovation and gives your organization the freedom to 
explore multiple ways to solve problems and discover the option that best delivers competitive advantage. 
(Clark & Smith, 2008) 

 
“Design strategy is the effective allocation and co-ordination of design resources and activities to 
accomplish a firm‟s objectives of creating its appropriate public and internal identities, its products and 
service offerings, and its environments.” (Mark Olsen) 

 
RQ1: How creative people organize themselves? 
RQ2: How the diversity of creative people give richness insight to the alternative of decision-making? 
RQ3: How creative people share their tasks and responsibilities in the team? 
 
 

1.4 Paper Outline 
The conceptual framework of this paper begins with observation in the field of the behaviour of creative people 
in project team. The particular research followed by literature review that support the phenomenon which 
occurred in the field, in this case, design thinking theory included to the research. How creative people were 
implementing the strategy management of design thinking to reach the fit performance to the goal of the team? 
In the end, it describes the future research from the findings of the observation with a support of the design 
thinking theory. 

 

 
Figure 1. Paper Outline 

 

2. Literature Review 

2.1 Design Thinking 
The creative thinking process of designers is believed to stimulate out-of-the-box thinking and contribute to 
innovation in an organization. Regarding the influence of design thinking on the company‟s innovativeness, the 
application of design thinking to business operations significantly enhances a firm‟s innovativeness 
(Wattanasupachoke, 2012). We need is an approach to innovation that is powerful, effective and broadly 
accessible, that can be integrated into all aspect of business and society, and that individuals and teams can use 
to generate breakthrough ideas that are implemented and that therefore have an impact. Innovation has become 
nothing less than a survival strategy. As creative people,  they familiar with the system of Design Thinking and 
Design Management as how they always do in they work environment, but it can be said that Design 
Management and Design Thinking not too familiar to other people. 
 
Overlooked by more conventional problem-solving practices, it is not only human-centered; it is deeply human 
in and of itself, design thinking relies on our ability to be intuitive, to recognize patterns, to construct ideas that 
have emotional meaning, as well as functionality, to express ourselves in media other than words or symbols 
(Brown, 2009). The principles of design thinking turn out to be applicable to wide range of organization. A 
design thinking concept is increasingly accepted by many strategists. It is viewed as an important process in 
creating innovation for the effective development of enterprises (Clark & Smith, 2008; Wylant, 2008). The 
ultimate benefit of the design is obtained when design thinking is combined with business strategy and an 
operating model (Heather, 2007; Clark & Smith, 2008). Design Thinking is driven by intelligence that embraces 
innovation and gives your organization that freedom to explore multiple ways to solve the problems and 
discover the option that best delivers competitive advantage (Clark & Smith, 2008) 

 
“Design Thinking is all about exploring different possibilities.” (Kathryn Best) 
 
“Ideas are surprising combinations of previously unconnected things.” (John Grant) 
 
“We are at a critical point where rapid change is forcing us to look not just to new ways of solving 
problems but to new problems to solve.” (Tim Brown) 
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Picture 1. Design Thinking Principles (Design Management Institute, 2013) 

 
The design process is best described metaphorically as a system of spaces rather than a predefined series of 
orderly steps. The spaces demarcate different sorts of related activities that together form the continuum of 
innovation. Design thinking can feel chaotic to those experiencing it for the first time. But over the life of a 
project participants come to see—as they did at Kaiser—that the process makes sense and achieves results, even 
though it‟s the architecture differs from the linear, milestone-based processes typical of other kinds of business 
activities (Brown, 2008). 

2.2 Divergent Thinking versus Convergent Thinking 
Divergent thinking is the ability to offer different, unique or variant ideas adherent to one theme while 
convergent thinking is the ability to find the "correct" solution to the given problem. Design thinking encourages 
divergent thinking to ideate many solutions (possible or impossible) and then uses convergent thinking to prefer 
and realize the best resolution. 
 
Phil Charron (2011) said that divergent thinking is taking a challenge and attempting to identify all of the 
possible drivers of that challenge, then listing all of the ways those drivers can be addressed. On other hand, 
convergent thinking is the practice of trying to solve a discrete challenge quickly and efficiently by selecting the 
optimal solution from a finite set. The challenge in Design Thinking is framing the challenges correctly when 
you want a specific result. Designers believe that design is a way to give a satisfying experience to themselves 
or to others (client, environment, and community). Design Thinking is about creating a multipolar experience in 
which everyone has the opportunity to participate in the conversation (Fridman, 2012; Brown, 2009). 

 

 
Picture 2. Divergent and convergent thinking (Brown, 2009) 

 

2.3 Team Performance 
Project teams, in which individuals from previously loosely coupled areas in an organization are brought 
together to perform complex or specialized tasks of a multidisciplinary nature, represent an important type of 
group in organizations (Cohen and Bailey, 1997). The imposition of time frame and assured impermanence are 
key factors driving the differences in the ways temporary group members perceive their working relationships 
with the group (Bryman et al, 1987). 
 
As a result of the often temporary nature of teams, as well as the fact that individuals on teams are often drawn 
from different functional areas (perhaps even different organizations), project team members may have 
conflicting perspectives and loyalties (Ammeter et al, 2002).  
 
Organizational creativity has been identified as a key element of successful competition. However, companies 
tend to emphasize efficiency and profitability which may lead to routinized behaviour, with the potential of 
numbing creativity and the ability to sense and exploit opportunities and overcome challenges. The dilemma of 
operating efficiently while fostering creativity is vital to continued success and growth. This article examines 
the sources of creativity as well as the group of individuals called creative (Wood et al, 2011). 

 
 

 
 

Picture 3. Design Thinking Steps and Mind-Sets in Team (Brown, 2009) 
 

In today‟s knowledge economies, the ability to be creative is now a decisive source of competitive advantage. 
Creativity offers the potential of developing new methods, markets, and opportunities. In a community, those 
benefits may differentiate communities that advance from those which do not. In a company, creativity may be 
the single most important factor that determines competitiveness. In truth, it must be harnessed for success; 
disciplined to reach organizational goals. In the best of circumstances, without creativity companies will suffer 
the inevitable decline. 

3. Findings 
The observation was conducted in some project team in a creative industry in Bandung area; some findings are 
interesting to be analyzed. They unconsciously be occured some behavior of respondents, and it‟s quite 
significant to the design thinking theory. It can occur by an assumption of they familiar with the method from 
design thinking theory, they almost do the method in the several task. In fact, there are lot of findings that occur 
in the field, but the focus of this paper is just examine the implementation of divergent and convergent thinking, 
so other findings that not quite correlate to two types of thinking are not explained.  
 
Since visual perception is the dominant among the senses, a perception in and through images plays a special 
role in Design Thinking (Tschimmel, 2012). 

 
“Kini bukan jamannya mengubah jaman sendirian. Kita perlu bersama-sama, kita perlu berkolaborasi. 
Kolaborasi itu ibarat kunci pintu rumah yang bernama masyarakat madani.” (Ridwan Kamil) 
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The core point of that quote above is that we need to make collaboration in work to gain the goal, as Best (2006) 
said that all of us are smarter than any of us, which means that we as human cannot work alone and more 
conducive if we are work together to support and facilitate each other. 
 
The observation somehow finds two types brainstorming method. In a theory, brainstorming is usually done by 
a bunch of people that they share their opinion and discuss the topic of their task together. But in real field 
according to the observation result, the brainstorming method not always done like that, although the type which 
more often occur is man to man discussion, only by two people brainstorm to each other opinion, and sometimes 
the dominant person is in control. The dominant person is considered have more experience and have an upper 
level of cognitive skill, sometimes this person can be the informal leader in a team. Brown‟s Design Thinking 
Steps and Mind-Sets is particularly implemented in brainstorming environment, although not all the steps 
always are included in the process. Those statements can answer the second research question. 
 
In the interview session, there is a fact that is derived, when it comes to decision-making, it cannot have two 
people as decision-maker. If there are two decision-maker in a team it will take a long time discussion because it 
often occur a hard debate from two point of view of the two decision-maker. It will more effective if a team just 
have one decision-maker (convergent thinking) and the other team members as the contributor of some insights 
(divergent thinking). A project team can have two or more decision-maker for different topic of detail task, for 
example, there is project to make a product with three detail task must be decided; shape, color, and system of 
the product. The first decision-maker has responsibilities for the shape of the product; second decision-maker 
has responsibilities for pick the color that resembling image of the product, and the third decision-maker take 
control for deciding the better system to be implemented in the product. So that a theory can be derived, a 
convergent thinking as it is an ability to find “solution” so this type of thinking just can be done by one person 
for one topic of detail task. The divergent thinking as it is an ability to offer opinions, ideas, and insights so it 
can be done by one or more people. Those statements also can answer the second research question. 
 
Creative people actually have the own characteristic environment of work, one of a unique characteristic 
environment is creative people mood can affect to the output of the task that they made. So that need the 
management model which is not restrains the creative environment. In Focus Group Discussion session, the 
panellist have same vote about the rigid management model cannot be fit into their work environment because 
from their experiences applying the rigid management model, their creative processes, and their ideas 
exploration are limited. The rigid steps those are a just pursuit of financial profit is narrowing the creative 
thinking. 

4. Conclusion 
Design Thinking Theory, as in this research focusing in Divergent and Convergent Thinking can elaborate each 
team members. Some of the team members are supporting and facilitating each other. Design as we know in 
practise has more about team performance than individual achievement because in team of designer, team 
members usually break down the task and roles to the member that suitable to the each members skills with also 
have equal responsibilities. Each team members have a lot negotiating, facilitating, cooperating and supporting 
stage as man to man or as a whole team because some team members may be relying on to each other finishing 
a task before another can begin their own task (Best, 2006). The creative people still do their task in an 
individual environment but also their tasks‟ output support and facilitate each other in their project team.  
 
This research output is the model of coordination in the project team. These are the models which are 
constructed from the observation approach.  

 
Figure 2. Model 1: Divergent Thinking done by The Leader and Convergent Thinking done by The Team 

Members. 

In Figure 2, explain that when the brief of project that come from the leader and spread to the team member, as 
for each team member decide how the each task done by each self as supporting and facilitating to each other as 
each task relying to each other also. They are coordinating to each other and do some brainstorming to each task 
to be done. 
 
In Model 1, the leader as the divergent thinker, a person who give insight to the members, and the members as 
the convergent thinker, they decide what to do which fit to the brief that have spread by the leader, they decide 
as it is in line with their cognitive skill, they ask other team members as the contributor of opinions, ideas, and 
insights. 

 
Figure 3. Model 2: Divergent Thinking done by The Team Members and Convergent Thinking done by The 

Leader 
 

As the reverse of the model 1, Decision Maker done by the Leader as the ultimate Decision Maker in the 
project, the tasks that have done by the members was checking by the leader in order to keep the output of the 
tasks still in line with the projects‟ brief. Each team members were checking each task to the leader; this stage 
was repeated in the system until the output can satisfy the clients‟ need. 
 
Those are how the strategy mobilizes and translate from the leader to the team members as in Model 1. In Model 
2 describe the feedback from team member to their leader, which implicates the strategy as everyone‟s jobs and 
also as a continual process. Whole processes in team implicate two ways of coordinating and facilitating, from 
the leader to the member as top-down ways and the feedback from the members as bottom-up ways. The team 
members have equal responsibilities and included in the process. Those theories above can answer the first and 
the third research question. The models describe how the creative people organize themselves, how they share 
task and responsibilities, according to cognitive skill each member. 
 
The creative industry that have been observed, it is implementing the design thinking theory although not as 
good as the design thinking theory in IDEO, but it implicate the Information Age of industry, which apply with 
the customer-driven approach and integrate the process with bottoms up management method. 

5. Limitation and Future Research 
Design thinking is a method that known as common thing for creative people, they always and have to 
implement it when they work, but for others it is still uncommon to recognize. The limitation of this research 
still not tries to generalize the design thinking to other people outside design-based or creative-based area of 
work, especially in Indonesia. Future research is expected to examine the implementation of design thinking to 
many areas of work. How design thinking acceptable to any scope area and business in strategy management 
and corporate performance.  
 
Actually this research still cannot cover the second research question, for future research is expected to more 
explore about it. The fact about diversity can give the richness of decision-making is agreed by many creative 
people, but the observation was not derive more detail about that. It is just derived the surface of it, and there are 
more possibilities to be explored. 
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ABSTRACT  

This study aims to examine critical determinants (perceived enjoyment, perceived ease of 
use, social influence, trust, perceived cost, perceived enjoyment, and personality 
variables in terms of innovativeness, affinity, and compatibility) of Chinese university 
students’ intentions to use mobile shopping services toward Tmall.com, the largest B2C 
website in China. The researcher surveyed 450 respondents from university students in 
Kunming city, China. The data was analyzed by simple linear regression and multiple 
linear regression analysis. The findings demonstrated that perceived enjoyment, 
perceived ease of use, social influence, trust, perceived cost, perceived enjoyment, and 
personality variables in terms of innovativeness, affinity, and compatibility all have 
positive and significant influence on mobile shopping intention towards Tmall.com in 
Kunming, China. This study not only try to propose an extension of TAM (technology 
acceptance model), but also analyzed the influence of personality variables on mobile 
shopping intention. The study provides implications for mobile shopping retailers and 
marketers in designing mobile shopping services based on consumers’ perception of new 
shopping channel and help to them to offer the mobile shopping services which meet 
consumers’ quality expectations. 

Keyword:Mobile communication systems, Electronic commerce, Mobile shopping, 
Consumer behaviour, China 

 

1. Introduction 

Nowadays, mobile commerce is gathering more and more attention from the businesses 
and different industries around the world (Wei et al., 2009). With the rapidly growing 
wireless networks and innovative developing mobile technologies, this new transaction 
platform for products and services is popularly applied by many companies and retailers. 
While the widely used of mobile phones has grown on a large scale, mobile shopping 
becomes a new marketing channel which retailers and marketers can promote or deliver 
their products and services. Mobile shopping refers to any sale where the final transaction 
is made using a mobile device such as a smartphone or tablet (Yang, 2010). It has many 
advantages such as ubiquity, mobility, internet access convenience, personalization, 
flexibility, and disseminations of information (Shin and Shim, 2002, Gilbert and Han, 
2005).  
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According to a report from Cosseboom.com, mobile commerce was worth US$230 
billion globally, with Asia representing almost half of the market, and has been forecast 
to reach US$700 billion in 2017. Research by BI Intelligence showed that in January 
2013, 29% of mobile users have made a purchase with their phones. From 2010 to 2013, 
China’s mobile shopping market had achieved rapid development. The total transaction 
value of China’s mobile shopping market was RMB929.71 billion Yuan with an increase 
of 239.3% in 2014 according to Chinese research company iResearch. It was estimated 
that China’s mobile shopping market will develop rapidly and the transaction value will 
be over RMB4 trillion Yuan in 2018. 

The researcher selected Tmall.com online shops to conduct the research due to the 
following reasons: Firstly, Tmall.com is the China's largest B2C website for brands and 
retailers, it dedicated to providing a premium shopping experience for increasingly 
sophisticated Chinese consumers in search of top-quality branded merchandise. Secondly, 
unlike Taobao.com (since Taobao is a C2C online shopping platform, there are many 
frauds who sell fake products on taobao.com), Tmall.com focuses on premium online 
shopping experience, thus the products quality and aftersales service can be guaranteed. 
Thirdly, there are more than 50,000 merchants, over 70,000 international and Chinese 
brands have established online flagship store on Tmall.com. Consumers have more 
options to shop from Tmall.com. According to iResearch, Tmall.com was the largest 
brand and retail platform in China in terms of gross merchandise volume in 2013. Lastly, 
Tmall.com has more than 500 million registered customers. 

The Chinese rapidly growing mobile retail market has encouraged many companies to 
focus on the significance of consumers’ mobile shopping intentions. In order to maintain 
competitive, mobile shopping intention is very important to those companies since it is a 
significant indicate of business growth, continuity, profitability, and revenue generation 
prospects in the future. With the unique advantages of mobile shopping, retailers can start 
utilizing the mobile internet as a critical shopping channel and as a personal shopping 
assistant for customers on the move (Yang, 2010). Therefore, the study of factors 
affecting mobile shopping is considered of great importance. The contribution of this 
research is to understand the factors that affect unpurchased consumers’ mobile shopping 
intention toward the mobile shopping store via a mobile device. The outcome of this 
study will help Tmall.com or other online commerce company managers to understand 
more about how unpurchased consumers’ mobile shopping intentions are influenced by 
perceived usefulness, perceived ease of use, social influence, trust, perceived cost, 
perceived enjoyment, personality variables in terms of innovativeness, affinity, and 
compatibility.  

 

2. Literature review 

2.1 Perceived Usefulness 

Perceived usefulness refers to the degree to which an individual believes that using a 
system would enhance his or her job performance (Davis, 1989). Perceived usefulness 
was described as the degree to which an individual believed that using a particular 
technology would improve his or her performance or reduce the effort to achieve the 
objective by using the particular technology (Wei, et al., 2009). Perceived usefulness of a 
particular technology was frequently recognized as a significant predictor of user 
behavioral decisions (Lu et al., 2003).  

2.2 Perceived Ease of Use 

Davis (1989) defined the perceived ease of use as the degree to which a potential adopter 
views usage of the particular technology to be free of mental or physical effort, and he 
found that perceived ease of use has a significant impact on the intention to use a 
particular technology. Since individual effort is a limited resource allocated among 
various responsibilities, people will choose those tools they perceive as the easiest to use 
and will help them to complete a given task (Guriting and Ndubisi, 2006; Wei, et al., 
2009). 

2.3 Social Influence  

Venkatesh et al. (2004) explained social influence as the degree to which a person 
perceives how important others believe he or she should adopt the new technology. 
Rogers (1995) stated that someone is more likely to suggest and recommend a product or 
service to others if he or she is satisfied with the product or service. In addition, social 
influence refers to an individual’s belief about whether significant others think that he or 
she should engage in the activity (Lu et al., 2005; Rao and Troshani, 2007).  

2.4 Trust 

Pavlou (2003) defined trust in e-commerce as the belief that allows customers to 
willingly become vulnerable to the e-commerce retailers after having considering the 
retailers’ characteristics. Wei et al. (2009) defined trust as the degree to which an 
individual believes that using mobile shopping is secure and has no privacy risks. The 
buyer and seller normally accomplish the transaction through those technologies which 
are not necessary meet each other face to face, thus the buyer will be worried that their 
personal information or money will be transferred to third party without their permission 
(Cho et al., 2007;Lu, 2013).  

2.5 Perceived Cost 

Luaun and Lin (2005) stated that cost or price factor is one of the determinants that could 
slow down the development of mobile commerce, the cost consists of the device 
purchase fee, subscription fees, service fees, and communication fees. Wei et al. (2009) 
defined perceived cost as the degree to which an individual perceives that using mobile 
commerce is affordable and reasonable.  

2.6 Perceived Enjoyment 

Yang (2010) defined perceived enjoyment as the degree to which the activities or 
services is perceived to be enjoyable in its own right, apart from any performance 
consequences that may be predicted. Lu and Su (2009) defined the perceived enjoyment, 
which refers to the customers’ direct experiences of immediate joy and pleasure from 
using the mobile shopping service. In addition, Wei et al. (2009) identified that if users 
found the experience of using mobile shopping is fun and enjoyable, he or she will tend 
to use it more extensively. 

2.7 Innovativeness 

Goldsmith (2000) defined personal innovativeness as the degree to which an individual of 
adoption is relatively earlier in adopting new system than others of a social system. 
Innovativeness is a personality construct that reflects whether an individual is willing to 
adopt products or ideas that are new in the circumstance of their individual experience, 
it’s possessed to a lesser or greater extent by all individuals (Yi et al., 2006). 
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2.8 Affinity 

Lu et al. (2005) stated that media affinity as the assumption that people actively seek out 
and consume media content to fulfil their needs and gratify their various interests. Mobile 
affinity is defined as the importance of a mobile device (mobile phone or tablet) in an 
individual’s daily life (Aldás-Manzano et al., 2009). 

2.9 Compatibility 

Consumers are more likely to adopt a technology offering the same functions as those 
already adopted (Rogers, 1995). Aldás-Manzano et al. (2009) defined compatibility as 
the extent to which mobiles are consistent to past experiences with distance shopping 
channels. A high degree of consistency between one’s values and one’s usage experience 
with mobile technology will lead to the adoption of mobile commerce services (Chen et 
al., 2002). 

 

3. Research Model and Hypothesis 

Based on evidence provided by previous studies, the researcher developed the research 
model of this study. In this conceptual framework illustrated in Figure 1, the intention to 
purchase from Tmall online shops by using mobile phones can be affected by 
independent variables, which are perceived usefulness, perceived ease of use, social 
influence, trust, perceived cost, enjoyment, and the personal variables in terms of 
innovativeness, affinity, and compatibility. Based on the conceptual framework, 7 
hypotheses are proposed as follows: 

H1: Perceived usefulness does influence the intention to purchase from Tmall online 
shops by using mobile phones.  

H2: Perceived ease of use does influence the intention to purchase from Tmall online 
shops by using mobile phones. 

H3: Social influence does influence the intention to purchase from Tmall online shops by 
using mobile phones. 

H4: Trust does influence the intention to purchase from Tmall online shops by using 
mobile phones. 

H5: Perceived cost does influence the intention to purchase from Tmall online shops by 
using mobile phones. 

H6: Perceived enjoyment does influence the intention to purchase from Tmall online 
shops by using mobile phones. 

H7: Personality variables in terms of innovativeness, affinity, and compatibility do 
influence the intention to purchase from Tmall online shops by using mobile phones. 

 

 

Figure 1: Conceptual framework of factors affecting the intention to purchase from 
Tmall online shop by using mobile phones of university students in Yunnan, China 

 

4. Methodology 

4.1 Sampling and Data Collection 

A survey instrument was develop for testing the hypothesis in this study. The population 
of this study is university students in Kunming, who have experience to access Tmall 
online shops via mobile phone, but have never bought any product or service from Tmall 
by using mobile devices. The population was asked to measure the relationship between 
the intention to purchase from Tmall online shops by using mobile phones and the 
affective factors such as perceived usefulness, perceived ease of use, social influence, 
trust, perceived cost, perceived enjoyment, and personality variables in terms of 
innovativeness, affinity, and compatibility. 

For this research, the questionnaire consists of four parts that represent screening 
question, independent variables, dependent variable, and general information, with 
altogether 44 questions. The second part and third part in questionnaire were measured 
by 5 point Likert scale, the scale is ranked in 5 respective orders: 1 refers to “Strongly 
disagree”, 2 refers to “Disagree”, 3 refers to “Neutral”, 4 refers to “Agree”, 5 refers to 
“Strongly agree”. The questionnaires were also translated into Chinese for convenience 
of the respondents. A total of 450 surveys were distributed in nine national university 
located in Kunming city, which are Yunnan University, Yunnan University of 
Nationalities, Yunnan Normal University, Kunming University, Kunming University of 
science and technology, Southwest Forestry University, Yunnan University of Finance 
and Economics, Yunnan Agricultural University, and Yunnan Arts University.  

4.2 Sampling Procedure 

In this research, the researcher has applied non-probability sampling technique procedure 
to conduct this study. There are two steps applied in this study, quota sampling and 
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convenience sampling. The target population number is unknown in this research, 
because the researcher of this study will collect data from university students who used to 
access the Tmall mobile website but have never bought any product or service from the 
Tmall online shopping via mobile phone in Kunming. Therefore, the data will be 
collected from nine national universities in Kunming equally, which means 450/9 = 50 
students were selected from each national university. In this research, the researcher 
utilized convenience sampling to collect data from respondents in nine national 
universities in Kunming. This method could help the researcher get data quickly. The 
researcher obtained to meet the students in the library, hall way, and canteen in the break 
hours, also, during the class hours with the help of lecturers. 

4.3 Statistical Treatment of Data 

In this study, the descriptive analysis was used to describe the demographics factors of 
the respondents whereas, inferential statistics was used to test the influence of perceived 
usefulness (H1), perceived ease of use (H2), social influence (H3), trust (H4), perceived 
cost (H5), perceived enjoyment (H6), and personal variables in terms of innovativeness, 
affinity, and compatibility (H7) towards intention to purchase from Tmall online shops 
by using mobile phones. The researcher employed simple linear regression analysis to 
test hypotheses one to six, and multiple linear regression analysis was used to test 
hypothesis seven. 

 

5. Data Analysis and Findings 

5.1 Descriptive Analysis 

Descriptive analysis is a statistical method to analyze and summarize demographic data 
or personal characteristics information. Lind et al. (2002) explained that descriptive 
analysis directly describe the demographic characteristics of the respondents. The 
researcher investigated the customers’ personal data of bachelor’s degree students in nine 
national universities in Kunming, China. The demographic factors in this research consist 
of gender, age, and income per month (CNY). The researcher collected 450 valid 
questionnaires from the respondents in the nine selected universities in Kunming. The 
demographic factors analysis is showed in Table 1.The majority of respondents were 
female, which occupied 53.6%. Most of the respondents (63.3%) are aged 21 - 25 years 
old. For the income per month in RMB Yuan, more than one third of the respondents 
(36.4%) were in the income range of 2001-3000 Yuan per month.  
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Table 1:  The Summary of Demographic factors by using frequency and percentage. 

 

 

 

5.2 Hypotheses Testing 

The researcher employed simple linear regression analysis to test hypotheses one to six: 
perceived usefulness does influence mobile shopping intention (H1), perceived ease of 
use does influence mobile shopping intention (H2), social influence does influence 
mobile shopping intention (H3), trust does influence mobile shopping intention (H4), 
perceived cost does influence mobile shopping intention (H5), and perceived enjoyment 
does influence mobile shopping intention (H6). And multiple linear regression analysis 
was deployed to test H7: Personality variables in terms of innovativeness, affinity, and 
compatibility do influence mobile shopping intention. The results of all seven hypotheses 
are shown as follows: 
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Table 2: Summary of Hypothesis Testing  

 

 

6. Summary and Conclusion 

As an extension of e-commerce, mobile shopping is attracting more and more attention 
from retailers and marketers. In order to remain competitive, many companies have to 
improve themselves to provide better mobile shopping services to meet consumers’ 
expectations. Based on various prior studies related to mobile commerce and mobile 
shopping acceptance, this study developed the model and hypotheses to examine 
consumers’ intention to use mobile shopping. The primary objective of this study is to 
examine critical determinants of Chinese consumers’ mobile shopping intentions and to 
provide implications for retailers and mobile marketers in order to offer mobile shopping 
services that meet consumers’ quality expectations. The dependent variable is mobile 
shopping intention. And the possible determinants are perceived usefulness, perceived 
ease of use, social influence, trust, perceived cost, perceived enjoyment, and personality 
variables in terms of innovativeness, affinity, and compatibility.  

The questionnaires were distributed in nine selected national universities in Kunming, 
China from June to July, 2015. The researcher obtained data from 450 bachelor’s degree 
students who know about the Tmall online store and may access the data by mobile 

devices but have never bought any product or service from Tmall.com via mobile phone. 
The descriptive analysis of 450 respondents’ demographic factors presented that most of 
them are female, at age of 21 – 25 years old, and their monthly income are in the range 
of 2001 – 3000 Yuan.  

In addition, the researcher used simple linear regression analysis and multiple linear 
regression analysis to test the seven hypotheses in this study. According to the results of 
simple linear regression analysis, this study investigates that perceived usefulness (H1), 
perceived ease of use (H2), social influence (H3), trust (H4), perceived cost (H5), and 
perceived enjoyment (H6) all have a positive and significant impact on consumers’ 
intention to use mobile shopping. Moreover, from the analysis by multiple linear 
regression, the researcher found that all the personality variables in terms of 
innovativeness, affinity, and computability (H7) positively and significantly influence 
mobile shopping intention.  

 

7. Discussion and Recommendation 

According to the results of this study, the researcher would like to provide come 
recommendations to marketing managers of Tmall.com or other mobile shopping 
retailers and marketers. The dependent variable in this study is mobile shopping intention, 
which refers to the consumers’ intention to engage in mobile shopping activities. And the 
independent variables are perceived usefulness, perceived ease of use, social influence, 
trust, perceived cost, perceived enjoyment, and moreover, the researcher also employed 
personality variables in terms of innovativeness, affinity, and compatibility into the 
research model. Since the adoption intention of mobile shopping is very critical to mobile 
shopping service providers and vendors, therefore, the mobile shopping retailers and 
marketers should focus on how to increase consumers’ mobile shopping intention, to find 
out the factors affecting this variable, to provide a better mobile shopping service, and to 
meet consumers’ mobile shopping expectations, this study found that several variables 
influence mobile shopping intention. The recommendations in this study are as follows: 

From the findings of hypothesis one, this study indicated that perceived usefulness has a 
positive and significant influence on mobile shopping intention. Therefore, the researcher 
suggests that mobile shopping retailers and marketers should pay more attention to focus 
on designing the reliable system that will meet the consumers’ needs, as well as 
providing the useful and quality information to consumers. Moreover, the researcher 
recommends that mobile shopping service providers and vendors should develop the 
content and applications which consumers will find valuable and useable to keep up with 
their rapidly shifting life styles. Design of the services and the contents should be focused 
on the important and unique functions of mobile shopping, such as ubiquity, 
personalization, localization and so on. Moreover, in order to stimulate consumers to use 
mobile shopping services, managers of mobile shopping companies should emphasis the 
most useful advantages of mobile shopping is consumers can purchase products or 
services anytime and anywhere just by some taps on their mobile phone screen. 
Additionally, managers can promote the perceived usefulness of mobile shopping 
services by advertising campaigns, social media, public events, and interactive websites. 

According to the results of hypothesis two, the researcher found that perceived ease of 
use has a positive and significant influence on consumers’ intention to engage mobile 
shopping activity. Since the perceived ease of use is the most critical factor among all 
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independent variables. Therefore, the researcher suggests that mobile shopping service 
providers and vendors should be focused on development of an easy-to-use system and 
process flow. Furthermore, mobile shopping service providers should focus on 
simplifying the user interface of mobile shopping to make it more user-friendly and easy-
to-use for small screen on mobile devices and work on consumer communication towards 
awareness of benefits and ease of using mobile shopping. In addition, the researcher 
recommend that mobile shopping service providers may also consider promoting anytime, 
anywhere instantaneous advantages which are unique to mobile shopping. Beside, mobile 
shopping retailers and marketers should particularly highlight aspects relating to user 
friendliness and developers should ensure through usability pretesting that all services are 
considered sufficiently easy to use. 

Based on the results of hypothesis three, social influence was found to have positive and 
significant influence on mobile shopping intention. That means consumers will adopt 
mobile shopping if others who are important to them believe that he or she should use the 
new mobile shopping services. Moreover, consumers will be influenced by word-of-
mouth and important others’ opinions in using mobile shopping services. Hence, the 
researcher suggests that mobile shopping retailers and marketers should to consider the 
social influence factor to encourage the adoption of mobile shopping in China. Such as 
provide group-buying products at a lower price, so that consumers can share the link and 
buy the product with their friends, families, and peers together. Moreover, Social 
influence should be taken into account to encourage the adoption of mobile shopping. For 
example, the mobile shopping service providers and vendors may attract consumers via 
various social networks and channels, such as Weibo, Wechat, Renren, and Chinese 
search engine Baidu. Furthermore, the researcher recommends that mobile shopping 
retailers and marketers should make product review sites or expert recommendation 
features available to consumers in store via mobile shopping services. 

From the results of hypothesis four, trust was found to be an important predictor to 
explain the adoption of mobile shopping. In order to increase the usage rate of mobile 
shopping, the researcher suggests that mobile shopping service providers and vendors 
should concentrate on building trust by developing mobile shopping system with 
valuable function to assure the security and privacy of the consumers. The findings of 
this study also suggest that trust building between the consumers and vendors should be 
another major concern for the service providers while improving the usefulness of the 
system. The trust building strategies could consist of advertising campaign, privacy 
guarantees, company policies and statement, safety transaction system and so on.  

According to the results of hypothesis five, the researcher found that perceived cost is a 
critical determinant on predicting consumers’ intention to use mobile shopping. In 
another word, the more perceived cost is affordable and reasonable, the higher degree 
intention of consumers would like to engage in mobile shopping. Therefore, the 
researcher suggests that mobile shopping service providers and vendors should reduce 
the cost of shopping on mobile websites, such as compatibility with old model mobile 
phones, so that consumers who are using an old phone can also visit the optimized 
mobile shopping website. Thus, they don’t need to update a new mobile phone for mobile 
shopping. In addition, the perceived cost can be reduced through creative promotional 
and pricing strategies. The mobile shopping companies may provide promotions with 3G 
internet top-up cards or usage packages, in order to lower the consumer’s worry of 
mobile shopping costs. The researcher also suggests that the creative promotional and 

pricing strategies, including cost reduction should be implemented to attract price-
conscious consumers, such as offer very cheap products for mobile shopping users only, 
or provide group-buying products at a lower price.  

From the results of hypothesis six, the research found that perceived enjoyment has a 
positive and significant influence on consumers’ intention to adopt mobile shopping. 
Mobile shopping service providers and vendors should design the website like a 
simulated shopping mall on the mobile phone screen, or add more joyful and interactive 
element into the mobile shopping process. Therefore, mobile shopping retailers and 
marketers can strive to stimulate consumers’ motivations, especially their enjoyment 
experiences. Moreover, the researcher suggests that enjoyment is also related with a 
friendly interface and interaction. They should integrate entertainment functions into the 
mobile shopping website, provide consumer-concerned content into the product 
introduction, and make the mobile shopping process flow friendly by using graphic 
designs. Even though consumers may not expect to be entertained when they shop online, 
if they do enjoy their experience, they are more likely to return and make a purchase. 
Thus, mobile shopping websites can be seen as an interactive medium that may become 
one of the consumers’ favorite sites.    
Lastly, based on the findings of hypothesis seven, the researcher found that personality 
variables in terms of innovativeness, affinity, and compatibility all have a positive and 
significant influence on mobile shopping intention. Therefore, the researcher suggests 
that mobile shopping services providers should pay adequate attention to personality. 
Firstly, this study recommends that mobile applications and services should be designed 
as innovative and interesting to keep consumer intentions high. Meanwhile, the website 
should use creative designs, interactive processes, and have innovative contents. secondly, 
the researcher recommends that companies which use the mobile shopping as a shopping 
channel should be able to offer new, innovative services and contents with added value to 
improve consumers’ affinity to mobile shopping application, such as provide interesting 
information or push consumer-concerned notification, as it would allow consumers to 
maintain a good relationship with this mobile shopping application and increase the 
probability of purchase. Thirdly, the researcher also suggests that mobile shopping 
retailers and marketers should pay more attention on consumers who have purchased a 
product or service through the internet, because they have broken the barriers to distance 
shopping already and therefore are more predisposed to mobile shopping. Thus, internet 
should be the best media to promote mobile shopping website, application, products and 
services. 

 

8. Limitations and Further Studies 

This research was conducted in Kunming, China. The most important limitation of this 
study is probably the lack of cross-national and cultural diversity in the sample as the 
behavior of mobile shopping consumers is probably influenced by the consumers’ 
national culture. Therefore, the researcher suggests that further studies can focus on 
conducting a multi-country comparison to test the influence of moderating factors such as 
the national culture from the different countries. Furthermore, since the respondents in 
this study are university students, have demographic profiles of a relatively young age. 
Thus, it is possible that results taken from a different age group might have different 
results. For example, a target population from the older age group might find that mobile 
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shopping is difficult to use. Therefore, it would be useful to make a comparison study 
between users from different age groups in the future.  

In addition, this study found that perceived usefulness, perceived ease of use, social 
influence, trust, perceived cost, perceived enjoyment, personality variables in terms of 
innovativeness, affinity, and compatibility all have a positive and significant influence on 
mobile shopping intention. However, the results did not cover other factors that may 
impact mobile shopping intention, such as self-efficacy and mobile skillfulness (Wei et al. 
2009). Future research could consider other possible variables influencing the consumers’ 
intention to engage in mobile shopping. In addition, since mobile shopping is in its 
infancy stage and the functions and features of mobile shopping services will be evolving 
in the future, it would be worth examining consumers’ intentions to use the same mobile 
shopping services again when consumers are accustomed to the use of the service.  

Lastly, this research only investigated the largest business to customer online shopping 
platform, Tmall.com. It did not cover other online shopping service providers like 
Amazon.com, Jingdong.com, or VIP.com. Further study may compare two mobile 
shopping websites, in order to find out which one is more competitive, and what factors 
determined the advantages of the winner. 
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EFFECT OF PRICE IN CONSUMER BEHAVIOR IN TURKMENISTAN 
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ABSTRACT 

The term “transitional economies” is broadly used in connection with countries whose 

transition to marketing economy has not yet been completed and it is narrowly used to 

define transitional process from socialist marketing economy or, in other words, from 

planned economy to marketing economy of countries which mainly includes the states 

that gained independence from the former USSR. States that experienced transitional 

process in early 1990s after independence endured serious economic depressions, and 

crucial undulations occurred in macroeconomic indicators in connection. Changes took 

place in profiles of demand with reduction of ability to purchase hyper-inflationist 

economic conditions. Turkmenistan, choosing hierarchic strategy in transitional process 

in its early years after independence, aimed at dramatically reducing the effect of 

macroeconomic undulations on people. Consumer behavior in Turkmenistan changed in 

connection with the experienced undulations as well. 

Keywords: Turkmenistan, consumer behavior, price, discount and promotion, transitional 

countries 

INTRODUCTION 

Price of product plays an important role among factors which influence consumer’s 

demands. Consumers may change their preferences towards product on the basis of a 

change in price. As it is generally known, there is a negative relationship between one’s 

demand and price of product, and there is, on the contrary, a positive relationship between 

price and demand when there are high income and snob demands. Analysis of 

relationship between consumer behavior and factors that influence demand in 

Turkmenistan will be helpful for sale policies of manufacturers. 

This work analyzes changes in consumer behavior and it analyzes the relationship 

between the factors of price and gender in transitional economies within the period 
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between 1990s and 2012 in which the Turkmen President declared that transitional period 

was over. 

PRICE OF PRODUCT FROM THE VIEWPOINT OF CONSUMER 

BEHAVIOR TO PURCHASE 

1.1. Aim of Research 

The main aim of the research is to analyze the relationship between a product price and 

demand profile which are the two factors that influence consumer behavior. In addition, 

issues such as relationships between demographic features gender and price will be 

analyzed. 

1.2. Scope of Research 

The research comprises consumer groups of various ages, professions and education 

levels in Turkmenistan. The participants of the poll were classified according to the five 

provinces in Turkmenistan and an overall result is aimed to be produced. 

1.3. Research Method 

1.3.1. Determination of Main Group 

The main group of the research is made up of citizens of the five provinces of 

Turkmenistan. Simple coincidental exemplification method is considered in the research 

and a face-to-face poll was conducted with 594 persons from families, educational 

institutions, private and public managements. 70 of the 594 polls, which were conducted 

between May 10, 2012 and June 20, 2012, were eliminated due to being insufficient and 

erroneous; thus, 524 polls were evaluated. 

1.3.2. Examination of Poll Questions 

While preparing poll questions, first of all, brainstorming was conducted among experts 

in value judgment of society, consumption routine, life styles, factors that prevent 

accuracy of answers to questions and the factor of language that defines the 

comprehensibility of the questions. Then, the comprehensibility of the poll questions was 

examined with a sample of 30 people. According to the results of the examination, some 

questions in the poll were reviewed and related corrections were made. 

 

1.3.3. Data Collection Method: 

All data was collected by using face-to-face poll. Enquiries were applied by International 

Turkmen-Turkish University through necessary enlightenments. Instant measures are 

shown so that problems encountered in relation to the soundness of enquiries carried out 

by pollsters can easily be solved.  

There are 25 questions in the form of the poll about price, income, brand behavior, 

advertisement, product features; 5 questions, about demographic features and 35 

questions were given in total. 25 of the questions were prepared upon the basis of 5-point 

Likert scale. Data were analyzed by means of the software of SPSS 16.0. When data were 

analyzed, material analysis, security analysis, frequency distribution, averages, standard 

declinations, Pearson Correlation, crosstabs on the relationship between demographic 

features and price were used. 

1.4. Analyses and Results of Researches Done in the Field 

Consumer behavior can be defined as a process in which persons, individuals and 

organizations opt, use and evaluate products, services or experimentations for using in 

order to satisfying their needs. From the aforementioned we can derive that consumer 

behavior may vary and there may be factors such as (İLBAN, 2011): 

a- Demographic factors 

b- Social factors 

c- Cultural factors 

d- Psychological factors 

e- Economic factors 

According to the results of a research in which factors that influence consumer 

preferences, it was identified that 60,5% of participants are influenced by price; 64,2%, 

promotions, and 51,7%, discount campaigns (AKTUĞLU, KARPAT, 2011). 

Results of one another research evidences that important factors such as promotion play 

an important role in making a product preferable in addition to the factor of easy access 

(OKUMUŞ, BULDUK, 2003). 

According to the results of the research conducted by Polat and Külter, there are the 

factors of price and brand among which make a product preferable, too (POLAT, 

KÜLTER, 2007). 
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As it can be derived from the above-mentioned researches, some important factors that 

influence consumer behavior are product price, payment method and easiness, discount 

and promotion. This research aims at studying how product price can influence consumer 

behavior and at comparing its results with analyses of researches that have been 

conducted so far. 

1.5. Poll Evidences and Evaluation 

The security coefficient was calculated by means of the Cronbach Alpha Security 

Coefficient on all of the 25 variables with the 5-point Likert type. According to the 

analysis conducted here, the Cronbach Alpha value was equal to 65,7%. Being of this 

value between 0,60 and 1,00 shows that this poll is reliable. 

 

 

 

 

 

 

 

1.5.1. Analysis of Research Data 

1.5.1.1. Demographic Features of Consumers 

When demographic features of consumers who took part in the research were 

analyzed, 50,4% of them are women and 49% of them are men. 0,6% of the consumers 

did not answer this question. The related distribution is shown in the Table-1 and Chart-1. 

Case Processing Summary 

  N % 

Cases 

Valid 328 62,6 

Excluded 196 37,4 

Total 524 100,0 

 

a. Listwise deletion based on all variables 
in the procedure. 

 

Reliability Statistics 

Cronbach's Alpha N of Items 

,657 31 

 

Table-1. Gender 

Gender Frequency Percent 

Valid 

Female 264 50.4 

Male 257 49.0 

Total 521 99.4 

Missing 10 3 .6 

Total 524 100.0 

 

When the age distribution of consumers who took part in the poll is analyzed,59,4% of 

them 16-24; 17,2%, 25-34; 16,8%, 35-49; 5,9%, 49 years old and older. 0,8% of the 

participants did not answer this question. The age distribution is shown in the Table-2 and 

Chart-2 

 

Table-2. Age 

Age Frequency Percent 

Valid 

16-24 311 59.4 

25-34 90 17.2 

35-49 88 16.8 

49 and greater 31 5.9 

Total 520 99.2 

Missing 10 4 .8 

Total 524 100.0 

 

 

 

 

Chart-1. Gender 

Chart-2. Age 
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Chart-1. Gender 

Chart-2. Age 
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When marital statuses of the consumers who took part in the poll are analyzed, 61,8% of 

them are unmarried; 34,9%, married; 1,7%, widow. 1,5% of the participants preferred not 

answering this question. As it is seen from the Table-3 and Chart-3, the number of people 

between the ages of 16 and 24 are 311 being greater than other age groups. 

 

 

 

 

 

 

 

 

 

 

 

When jobs of work of consumers are analyzed, 55,5% of the participants of the research 

are students; 21,9%, workers; 8,2, entrepreneurs; 3,6%, who work in the private sector; 

10,1%, others except these categories. 0,6% of them did not answer this question. The 

related distribution is shown in the table and Chart. 

Table-3. Marital status 

Marital status Frequency Percent 

Valid 

Unmarried 324 61.8 

Married 183 34.9 

Widow 9 1.7 

Total 516 98.5 

Missing 10 8 1.5 

Total 524 100.0 

Chart-3. Marital status 

 

 

 

 

 

 

 

 

 

 

 

 

When educational levels of consumers who took part in the research are analyzed, as it 

can be seen from the Table-5 and Chart-5, 34,9% of them are from primary schools; 

59,5%, high schools; 1,5%, universities; and 1,5% of them are professionals and doctors. 

2,5% of the participants did not answer the question. 

 

 

 

 

 

 

 

 

 

 

Table-4. Job 

Job Frequency Percent 

Valid 

Student 291 55.5 

Worker 115 21.9 

Entrepreneur 43 8.2 

Private sector 19 3.6 

Others 53 10.1 

Total 521 99.4 

Missing 10 3 .6 

Total 524 100.0 

Table-5. Education 

Education Frequency Percent 

Valid 

Primary school 183 34.9 

High school 312 59.5 

University 8 1.5 

Doctorate/ 

Post-graduation 
8 1.5 

Total 511 97.5 

Missing 10 13 2.5 

Total 524 100.0 

Chart-4. Job 

Chart-5. Education  



The 5th Business, Economics and Communications International Conference, 2015 

319

 

 

 

 

 

 

 

 

 

 

 

 

When educational levels of consumers who took part in the research are analyzed, as it 

can be seen from the Table-5 and Chart-5, 34,9% of them are from primary schools; 

59,5%, high schools; 1,5%, universities; and 1,5% of them are professionals and doctors. 

2,5% of the participants did not answer the question. 

 

 

 

 

 

 

 

 

 

 

Table-4. Job 

Job Frequency Percent 

Valid 

Student 291 55.5 

Worker 115 21.9 

Entrepreneur 43 8.2 

Private sector 19 3.6 

Others 53 10.1 

Total 521 99.4 

Missing 10 3 .6 

Total 524 100.0 

Table-5. Education 

Education Frequency Percent 

Valid 

Primary school 183 34.9 

High school 312 59.5 

University 8 1.5 

Doctorate/ 

Post-graduation 
8 1.5 

Total 511 97.5 

Missing 10 13 2.5 

Total 524 100.0 

Chart-4. Job 

Chart-5. Education  



The 5th Business, Economics and Communications International Conference, 2015 
   

320

When the levels of income of consumers who attended the research are analyzed, 50,4% 

of them stated that they enjoy the income of 0-500 manats (0-175$); 18,1%, 501-1000 

manats (175-300$); 10,3%, 1001-1500 manats (300-475$); 8,6%, 1501-2000 manats 

(475-650%); 6,1%, 2000 and greater (650$ and greater). 6,5% of participants did not give 

answers to which are about the level of income. As it was shown in the Table-6 and 

Chart-6, the best part of the participants of the poll consists of high and secondary school 

graduates. 

 

 

 

 

 

 

1.9.3. Analyses inclined towards  

 

 

 

 

 

 

Price and Averages of Variables : 

Effectiveness of price in the preference of a product has a great importance. 

Effectiveness of prices on consumers and standard declinational values taken from data 

are as follows: 

Table-6. Income 

Income 
Frequen

cy 
Percen

t 

Valid 

0-500 TM 264 50.4 

501-1000 TM 95 18.1 

1001-1500 TM 54 10.3 

1501-2000 TM 45 8.6 

2000 TM and 
greater 

32 6.1 

   

Total 490 93.5 

Missing 10 34 6.5 

Total 524 100.0 

Chart-6. Income  

 

Table-7. Averages of Variables   

VARIABLES AVERAGE 
STANDARD 
DEVIATION 

Low price is a reason in my preferring a product. 2.75 0.92 

Payment method and easiness is a reason in my 
preferring a product. 

3.4 1.05 

Discounts and promotions are effective in my 
preferring a product. 

3.62 1.06 

I prefer an alternative product if it is cheaper. 2.72 1.22 

Price has no effect in my preferring a product. 2.94 1.22 

 

When data were analyzed, consumers who took part in the poll believe that low price 

does not have a great influence in preferring a product. It is apparent that some other 

factors have more influence when compared to low price. 

We can say that payment method and easiness in trading is an important factor in 

preferring a product. Provision of different payment methods and diversification of 

payment easiness positively influence consumer preference. 

According to the consumers who took part in the poll, discounts and promotions made on 

products is the best effective way of increasing demand. 

We can state that the ratio of consumers who make their preferences towards an 

alternative product when it is cheaper is not quite high. This condition shows parallelism 

with consumers who do not change their preferences in case of price fall. 

According to the results of the research, consumers are neutral about the idea that a 

product price has no influence in preferring a product. 

1.5.3. Relationship between Price and Gender 

Answers of participants given to five different questions asked in order to learn the 

influence of a product price on the demand of the product and their distribution according 

to their ages were analyzed in the table. Cross-correlation between gender and variables 

were calculated by means of a related program. 



The 5th Business, Economics and Communications International Conference, 2015 

321

 

Table-7. Averages of Variables   

VARIABLES AVERAGE 
STANDARD 
DEVIATION 

Low price is a reason in my preferring a product. 2.75 0.92 

Payment method and easiness is a reason in my 
preferring a product. 

3.4 1.05 

Discounts and promotions are effective in my 
preferring a product. 

3.62 1.06 

I prefer an alternative product if it is cheaper. 2.72 1.22 

Price has no effect in my preferring a product. 2.94 1.22 

 

When data were analyzed, consumers who took part in the poll believe that low price 

does not have a great influence in preferring a product. It is apparent that some other 

factors have more influence when compared to low price. 

We can say that payment method and easiness in trading is an important factor in 

preferring a product. Provision of different payment methods and diversification of 

payment easiness positively influence consumer preference. 

According to the consumers who took part in the poll, discounts and promotions made on 

products is the best effective way of increasing demand. 

We can state that the ratio of consumers who make their preferences towards an 

alternative product when it is cheaper is not quite high. This condition shows parallelism 

with consumers who do not change their preferences in case of price fall. 

According to the results of the research, consumers are neutral about the idea that a 

product price has no influence in preferring a product. 

1.5.3. Relationship between Price and Gender 

Answers of participants given to five different questions asked in order to learn the 

influence of a product price on the demand of the product and their distribution according 

to their ages were analyzed in the table. Cross-correlation between gender and variables 

were calculated by means of a related program. 



The 5th Business, Economics and Communications International Conference, 2015 
   

322

 

Table-8. Effect of gender on price  

  
FEMALE 

 
MALE 

  

  
TOTAL % TOTAL % TOTAL % 

Disagree 74 28.1 79 31.0 153 29.5 

Neutral 156 59.3 135 52.9 291 56.2 

Agree 33 12.5 41 16.1 74 14.3 

TOTAL 263 100 255 100 518 100 

 

About the question whether low price is a reason for preference of a product (TUF1), 

29,5% of consumers disagree that low price is a sufficient reason for preferring a product; 

14,3% of them agree that low price is an important reason for preferring a product; 56,2% 

of them are neutral about it. As it can be seen from the Table-8 which is another result, 

percentage of men who think that low price is a reason for preferring a product is greater 

than that of women while percentage of neutral women is greater than that of men. 

 

Table-8. Effect of payment method and easiness on gender 

 
FEMALE MALE 

  

 
TOTAL % TOTAL % TOTAL % 

Disagree 42 16.5 44 17.6 86 17.0 

Neutral 96 37.6 73 29.2 169 33.5 

Agree 117 45.9 133 53.2 250 49.5 

TOTAL 255 100.0 250 100.0 505 100.0 

 

About payment method and easiness (TUF2) as a reason for preferring a product, 17% of 

participants disagree; 33,5%, neutral; and 49,5%, agree with it. On the other hand, 37,6% 

of women are neutral while men are 29,2% being less than that of men. Percentage of 

men are greater than that of women among participants who think that payment method 

and easiness is a reason for preferring a product, being 53,2% to 45,9%. This analysis is 

shown in the Table-9. 

 

 

Table-10. Effect of discounts and promotions on gender 

 
FEMALE MALE 

  

 
TOTAL % TOTAL % TOTAL % 

Disagree 35 13.3 35 13.8 70 13.6 

Neutral 71 27.0 70 27.7 141 27.3 

Agree 157 59.7 148 58.5 305 59.1 

TOTAL 263 100.0 253 100.0 516 100.0 

 

About the question how discounts and promotions (TUF3) made on products influence 

the demand towards a product, 13,6% of the participants believe that discounts and 

promotions do not influence the demand; 59,1%, they increase the demand of products 

with discounts and promotions; 27,3%, neutral. As it can be seen in the Table-10, the 

influence of discounts and promotions on women is lower than that of men, but it cannot 

be underestimated though. 

 

Table-11. Effect of prices of competitive products on gender 

 
FEMALE MALE 

  

 
TOTAL % TOTAL % TOTAL % 

Disagree 121 46.4 115 44.7 236 45.6 

Neutral 64 24.5 81 31.5 145 28.0 

Agree 76 29.1 61 23.7 137 26.4 

TOTAL 261 100.0 257 100.0 518 100.0 

 

According to the results of the answers given by the participants about a fall in the prices 

of alternative products (TUF4), 45,6% of consumers stated that the price fall of a 

competitive product does not influence their prior consumer behaviors; 26,5%, the price 

fall of a competitive product will not positively change the demand towards an alternative 

product; and 28%, they are neutral. As it is seen in the Table-11, the number of men who 

are neutral about answering this question is greater than the number of women and it is 

considered that the number of men who are influenced by the cheapness of competitive 

products is greater than that of women being 23,7% to 29,1% in ratio. 
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When the answers given to the question “In my preference of a product, price has no 

influence” (TUF5) are analyzed, results derived from the Table-12 indicate that 39,6% 

agree that price has influence, 31,2% disagree that price has no influence, and 29,2% are 

neutral whether price has an influence. The percentage of men who state product price in 

preferring a product is 43,4% being greater than that of women which is equal to 35,7%. 

CONCLUSION AND SUGGESTIONS 

According to the gender of consumers in Turkmenistan, results and suggestions derived 

when consumption behaviors are analyzed considering the factor of price are as follows: 

1- We can state that the poll is reliable and obtained results and offered suggestions 

are helpful for producers as the coefficient of labor reliability is greater than 0,60. 

2- Lowness of prices is a more effective factor for men on the demand to a product 

when compared to women. Women tend to be more hesitant to buy a low-price product 

when compared to men. According to this, strategy directed to reducing price tends not to 

be a solely sufficient factor for increasing demand to a product for manufacturers. 

3- Manufacturers are of the same opinion that payment method and easiness is an 

important factor in preferring a product. Though it is apparent that women less increase 

their demand according to payment method and easiness when compared to men, both 

groups are importantly influenced by this factor. Alternatives, unlike cheapness, that 

manufacturers provide for buyers will have a much greater influence for the attraction of 

demand to a product from the aspect of payment method and easiness. 

4- Discounts and promotions tend to be the most important factors that influence 

consumer demand. More than a half of consumers state that discounts and promotions are 

Table-12: Distribution of responses to the question according to gender that price 
has no effect in my preferring a product  

 
FEMALE MALE 

  

 
TOTAL % TOTAL % TOTAL % 

Disagree 70 35.7 86 43.4 156 39.6 

Neutral 62 31.6 53 26.8 115 29.2 

Agree 64 32.7 59 29.8 123 31.2 

TOTAL 196 100.0 198 100.0 394 100.0 

important factors in preferring a product. Despite the fact that discounts and promotions 

do not largely influence women consumers when compared to men consumers, but it 

cannot be underestimated though. We can state that discounts and promotions are the best 

way for manufacturers to increase demands of consumers towards a product. 

5- It is an important result that a fall in the prices of alternative products does not 

that influences the demand of a product. One forth of consumers change their demands 

for competitive products as a result of price fall. Women tends to be those who are mostly 

influenced by price fall of alternative products. As it is seen, price fall of competitive 

products is not an important factor in increasing demand; therefore, consumers do not 

change a product they buy unless there is a more important factor. 

6- Effectiveness of a product price in preferring the product plays an important role 

even though it does not have a greater importance. It is observed that price is more 

effective on men when compared to women. It can be mentioned that the essentiality of 

taking consideration of other factors besides prices for manufacturers is an important 

suggestion derived from the analysis. 

It is apparent that there has been an important change in the consumer behavior of 

Turkmen consumers since the first years of independence. When reactions of consumers 

against prices are analyzed, it can be observed that Turkmen consumers are influenced by 

factors other than price more than in the years of independence. In the consumer profile in 

which price is important, it is possible for income level to be low. When the first years of 

independence is analyzed, we see that macroeconomic indicators are parallel to it 

(TURAN, IŞIK 2007). However, we see that contemporary consumer profile is more 

influenced by factors other than the price of the chosen product. This condition can be 

explained by the increase of income levels of consumers. Recent data on macroeconomics 

has a quality to support the evaluation (TURKMENSTAT, 2012). 

Turkmenistan is an important actor in the energy sector with its rich underground 

resources (TURKMENSTAT, 2012). While market risk is reduced by economic policies 

correctly and appropriately applied in the energy sector and buyers shift from the position 

of monopoly to the stage of competition, Turkmenistan has taken its position as a strong 

manufacturer in the energy sector (IŞIK 2011). As we think that it has reflected to the 

purchase power of Turkmen buyers, nearly the reason of the change in the consumer 

behavior is observed. 
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ABSTRACT 

 
Student clearance is a requirement that is done by the student every end of the semester. Clearance is a 
verification that the student have completed all the requirements on his enrolled subjects and have not violated 
any school policy in all of the departments. The online clearance and student personnel services evaluation 
system for Imus Institute is a web-based system aimed to lessen the time of accomplishing the clearance 
procedure of the students. The system also provides a tool in the efficient and accurate evaluation of student 
personnel services. 

The developed system allows students to request clearance from their professors and offices online. It also 
allows them to view their grades and send their completed clearance to the registrar’s office. Moreover, the 
faculty and the involved offices can approve clearance online, and if still not cleared, they can send remarks to 
inform the students about their deficiencies  or accountabilities. The registrar is the one that acts as the 
administrator of all clearance accounts. 

Evaluation was conducted to gather feedbacks and impressions from the user respondents. The evaluation 
criteria is composed of system’s speed, accuracy, user-friendliness and security that the target users rated on the 
software. The software obtained a very satisfactory rating under the category of system’s accuracy and security. 
Overall the developed software has obtained its main goal to minimize the time of completing the clearance and 
facilitating the evaluation of student personnel services. 

Keywords: Clearance System, Student Clearance, Personnel Evaluation, Imus Institute Clearance  
 

CHAPTER 1 
INTRODUCTION 

 

Student clearance in Imus Institute serves is a mechanism for the completion of requirements of a student for a 
particular semester.  Clearance in school refers to authorization or permission from the professors or approving 
offices.  The student must comply with all the requirements so that their professors and approving offices can 
sign their clearance signifying that they are free with any accountability or obligations.  The student is required 
to submit a fully accomplished clearance form to the registrar’s office in order to get their grades for the current 
semester and enroll for the next semester.  

The existing clearance system of Imus Institute is manual, meaning, students use paper-form clearance and have 
it signed by their professors and offices one by one.  This is where they encounter problems, sometimes; the 
professors are not in the office to sign especially part time faculty members  wherein they only report to school 
during their teaching hours and are usually not available during the end of the semester.  Other cases where that 
of misplaced clearance form and the student needs to start over again, and the money and effort spent going 
back and forth to the school just to complete the signatures on the form is a big concern. 

The study was conducted to lessen the time to accomplish the clearance of the students on the college 
department of the school.  The end users of the system are basically the students, the faculty, concerned offices 
and the registrar, they are also the target beneficiaries of the developed software. 
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Objectives of the study 

The general objective of the study is to design, develop and implement an Online Student Clearance System and 
student personnel services evaluation system for Imus Institute College Department . 

Specifically, the study aimed to: 
 
1.  know the profile of the respondents in terms of age, gender and position. 
2.  determine the effectiveness of the software in terms of speed, accuracy, user-friendliness and security. 
3.  know the recommendations of the respondents to further improve the software?  
 

Significance of the Research Project 

The research project is expected to improve the student clearance transactions of the school by providing online 
services to students, faculty, office personnel and registrar.  The registrar’s office creates and maintains the 
students’, faculty and office personnel clearance accounts, clearance transactions such as clearance and grade 
requests by students, approval, disapproval of clearance request by faculty and office personnel, clearance 
validation by the registrar as well as sending of grades and notifications of lacking requirements will be done via 
the internet. 

 

Scope and Limitation 

The software included features that provided the following module to target users such as: file maintenance of 
students’, faculty and offices accounts.  Backup and recovery as well as report generation facility is also 
provided. An added module on student personnel evaluation system was also included. 

The software was not able to include the visual analytics for student personnel services. 

 
CHAPTER 2 

REVIEW OF RELATED LITERATURE AND STUDIES 
 

The research of Liu and et.al., (2010) entitled “Web Based Student Information Management System”  
mentioned that automating the manual system, a paperless work which can be monitored and controlled 
remotely, assisted and reduced the manpower required.  It provides accurate information always and malpractice 
is lessened.  Gathered information over the years can be saved and accessed at any time. 

Whereas, Dogadoga, (2013) on his study entitled “LNU Automated Student Clearance System” cited that 
signing of clearance in Leyte Normal University is usually done manually and some challenges or problems are 
encountered both by the students and the personnel in charge in signing student’s clearance. The process is very 
tedious and time consuming leading to plethora of challenges which need immediate technical interventions.  
Implementing the automated student clearance system eliminated unnecessary procedure in signing the 
clearance.  It made signing of clearance faster, less time consuming and hassle free. 

Awuzie, (2013) pointed out on his paper “Design and Implementation of Online Student Clearance System” that 
research and development are continuous processes; this is the same in computer and software development.  
However the effectiveness and efficiency of this new system provide room for further improvement. As earlier 
mentioned, some of the objectives of this project were not actualized due to some limitation.  So this objectives 
could be improved upon, the online clearance system developed will offer greater opportunity in school 
management.  All transaction or payment with regard to student’s clearance can be carried online.  

Stronge, (1991) in his paper entitled “Evaluating Professional Support Personnel in Education ” stressed that the 
conceptual framework for a six-step evaluation method and discusses building a sound evaluation model and the 
nature and bases for the model presented. Also analyzed are the central role of communication in the evaluation 
model; the application, systematic nature, and potential difficulties of the model; multifaceted data collection; 
and adherence to personnel evaluation standards. Six sections are devoted to the explanation and analysis of 
each step in the model: (1) identify system needs; (2) relate program expectations to job responsibilities; (3) 

select performance indicators; (4) set standards for job performance; (5) document job performance; and (6) 
evaluate performance. Information on decision making, the evaluation methodology, due process requirements, 
the evaluation of standards, sources of documentation, the evaluation conference, and legal considerations is 
included, and a list of references follows each section of the document. Appended are lists of sample 
performance indicators related to job responsibilities of student service personnel, instructional support 
personnel, and academic program personnel.  

Meanwhile, Bolton (1980) on his paper “Evaluating Administrative Personnel in School Systems ” presented 
guides to administrator evaluation including research findings and theoretical background as well as applicatory 
materials for use by school boards and administrators. It proceeds from a general consideration of personnel 
evaluation and the problems it entails to a discussion of the essential steps in the process.  

 

Relevance to the present study 

The theories presented by the local and foreign authors have provided the researcher insights on the importance 
of an automated online clearance system on the school.  They are convinced on the potentials of using online 
systems to hasten manual processes plus the convenience and security of transactions.  Other authors discussed 
the importance of evaluating personnel support in an organization. 

The local and foreign studies focused on the clearance and evaluation system used in a school setting.  They also 
cited the benefits of automated clearance system to better serve both students and personnel and maintain their 
competitive edge nowadays.  Furthermore, the online student clearance with student personnel services 
evaluation system is very timely because it suits to the needs of the students and employees of Imus Institute 
College Department. 

 
CHAPTER 3 

METHODS AND PROCEDURE 
 

The methodology used in the development of the software is the waterfall model. The model included five (5) 
stages implemented in sequential order. 

The first stage is the requirements analysis phase where problems and opportunities for improvement on the 
existing clearance system were identified.  The data gathering tools used to define information requirements 
were interview, survey, questionnaires and observation of the students and office environments.  

The second stage is the design phase where modules were created with user friendly interfaces and forms . The 
system’s database was normalized up to 3rd normal form (3NF), eliminating data redundancy and saves huge 
amount of storage space compared to ordinary database. 

Third stage is the implementation and testing stage where the researcher has already developed the software and 
tested it with the actual users.  Problems encountered were noted and addressed for optimum system 
performance. 

Last stage is maintenance wherein modules were modified and adjusted depending upon the needs of the users.  
Backup of files were included in case corruption of data. 

 

Respondents of the Study 

The respondents for this study were chosen on the basis that they are the primary users of the system and that 
they are competent on the areas covered by the research. It is necessary that they should be competent to ensure 
reliable analyses and correct evaluations.  Respondents of the study included students, full time and part time 
faculty members and office personnel of the following departments: registrar, guidance, library, accounting, 
cashier, academics affairs and student affairs. 
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Sample and Sampling Technique 

The research involved 44 respondents that directly evaluated the system.  Purposive Sampling was used as the 
sampling technique for this research because the researcher had direct control over the selection of the 
respondents which is based on their competency, qualification and specific function on the school’s clearance 
system.  This was done to ensure that the research’s output based on the evaluation of the respondents is 
credible. The following table summarizes the breakdown of the chosen respondents: 

Table 1.  Breakdown of the respondents of the study 

Respondent Type Frequency 
Students 33 
Faculty 7 
Office personnel 4 

Total 44 
 

Research Instruments and Techniques  

Questionnaire 

The researcher prepared a questionnaire that was distributed to the respondents. The questionnaire was used to 
assess and evaluate the developed software.  The questionnaire included portions for the respondents’ personal 
profile such as the name which is optional, gender, age and position in the school.  It also incorporated criteria 
for evaluation of the system’s effectiveness in terms of the software’ speed, accuracy, user-friendliness and 
security. Suggestions made by the respondents to further improve the developed system were also solicited.  
Instructions were provided on how to accomplish the questionnaire and the respondents were assured that the 
data gathered will be used for academic purposes only. 

Unstructured Interview 

In order to support and reinforce the surveys conducted and determine the various conclusions that were made 
by the respondents, unstructured or informal interviews were also conducted. The Registrar and her staff, 
Guidance Counselor, the Program Heads of the different departments , the Deans and faculty members were all 
interviewed and asked about their respective involvement in the clearance process of the school.  Selected 
students were also consulted to further support the information gathered by the researcher in terms of how 
clearance procedure undergoes. 

Statistical Treatment 

The following statistical treatments were used in the study: 

 Percentage Distribution 

The study covered analyses of the evaluation of the respondents as a whole and independently when grouped 
according to profile.  Percentage distribution shows the relationship of a part as compared to other parts and 
their relationship to their whole. 

Weighted Mean 

The weighted arithmetical mean was used to summarize and determine the weighted responses of the 
respondents. The weighted mean was interpreted using the Five-Point Scale boundary of numerals with the 
following range of values and their corresponding descriptive interpretation on different areas. 

Table 2.  The Five Point Scale 

Interval 
Verbal Interpretations 

Speed Accuracy User-friendliness Security 
5 Very Fast Very Accurate Very User-friendly Very Secured 
4 Fast Accurate Slightly User-friendly Secured 
3 Moderately Fast Moderately Accurate User-friendly Moderately Secured 
2 Slow Less Accurate Less User-friendly Less Secured 
1 Very Slow Not Accurate Not User-friendly Not Secured 

 

CHAPTER 4 
PRESENTATION, ANALYSIS AND INTERPRETATION OF DATA 

 

4.1 Profile of the respondents 

The profile of the respondents covered gender, age and position. 

4.1.1 Gender. The table below shows the frequency distribution of the respondents’ gender.  There were 44 
respondents chosen in total, seventy five percent (75%) are female and twenty five percent (25%) are male.  
This is because females are more active on using web applications than males. 

Table 3.  Distribution of the respondents according to gender 

Gender Type Frequency Percentage 
Male 11 25% 

Female 33 75% 
Total 44 100%  

 

4.1.2 Age. Table 4 shows the frequency distribution of the respondents’ age.  It can be noted that seventy five 
percent (75%) of the respondents are aged 16-20, eleven percent (11%) are aged 21 – 25, none are aged 26 – 30, 
and fourteen percent (14%) falls on the age of 31 and above, this reveals that majority of the respondents are in 
the age of 16 – 20, this is because majority of the online clearance system users of the school are students.  

Table 4.  Distribution of the respondents according to age 

Age Range Frequency Percentage 
16 – 20 33 75% 
21 – 25 5 11% 
26 – 30 0 0% 

31 above 6 14% 
Total 44 100%  

 

4.1.3 Position. Table 5 shows the frequency distribution of the respondents’ position.  Eighty two percent (82%) 
are students, fourteen percent (145) are faculty and the remaining four percent (4%) are staff, this reveals that 
majority of the respondents are students.  This is because the students being the primary beneficiaries of the 
system outnumbers the faculty and staff. 

Table 5.  Distribution of the respondents according to position 

Position Frequency Percentage 
Students 36 82% 
Faculty 6 14% 

Staff 2 4% 
Total 44 100%  

 

4.2 Effectiveness of the Online Clearance System for Imus Institute in terms of Speed, Accuracy, User-
friendliness and Security. 

4.2.1 Speed.  Table 6 below shows the assessment of the respondents on the effectiveness of the developed 
software in terms of speed.  It shows that item number five “The speed of searching is fast” got the highest 
rating with a weighted mean of 4.68, followed by item number one and number four “Load time of modules” 
and “Registration is within 1 – 3 minutes” both with a weighted mean of 4.57, and then item number two and 
three “Generation of reports is fast” and “Backup of files is within 30 minutes” both having a weighted mean of 
4.48. 
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system outnumbers the faculty and staff. 

Table 5.  Distribution of the respondents according to position 

Position Frequency Percentage 
Students 36 82% 
Faculty 6 14% 

Staff 2 4% 
Total 44 100%  

 

4.2 Effectiveness of the Online Clearance System for Imus Institute in terms of Speed, Accuracy, User-
friendliness and Security. 

4.2.1 Speed.  Table 6 below shows the assessment of the respondents on the effectiveness of the developed 
software in terms of speed.  It shows that item number five “The speed of searching is fast” got the highest 
rating with a weighted mean of 4.68, followed by item number one and number four “Load time of modules” 
and “Registration is within 1 – 3 minutes” both with a weighted mean of 4.57, and then item number two and 
three “Generation of reports is fast” and “Backup of files is within 30 minutes” both having a weighted mean of 
4.48. 
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Table 6.  Respondents’ assessment in terms of speed  

Criteria Weighted Mean Verbal Interpretation 
1. Load time of module is within 1-3 seconds. 4.57 Fast 
2. Generation of reports is fast. 4.48 Fast 
3. Backup of files is within 30 minutes 4.48 Fast 
4. Registration is within 1 – 3 minutes.  4.57 Fast 
5. The speed of searching is fast. 4.68 Very Fast 

Average 4.55 Fast 
 

4.2.2 Accuracy.  Table 7 below shows the assessment of the respondents on the effectiveness of the developed 
software in terms of accuracy.  It can be noted that item number one “Displays exact grades” received the 
highest rating with a weighted mean of 4.75.  Item number three “Requested clearance is sent to the right 
faculty” ranked second with a weighted mean of 4.70, this is followed by item number four ‘Courses listed on 
the curriculum are correct with a weighted mean of 4.66.  Item number five “Generates exact reports” ranked 
fourth with a weighted mean of 4.59 and item number three ‘Computed evaluation result is correct” got the 
lowest weighted mean of 4.30. 

Table 7.  Respondents’ assessment in terms of accuracy  

Criteria Weighted Mean Verbal Interpretation 
1. Displays exact grades. 4.75 Very Accurate 
2. Computed evaluation result is correct. 4.30 Accurate 
3. Requested clearance is sent to the right faculty. 4.70 Very Accurate 
4. Courses listed on the curriculum are correct. 4.66 Very Accurate 
5. Generates exact reports. 4.59 Accurate 

Average 4.60 Very Accurate 
 

4.2.3 User-friendliness. Table 8 below shows the assessment of the respondents on the effectiveness of the 
developed software in terms of user-friendliness.  The third item “Visual appearance does not cause pain in the 
eyes” obtained the weighted mean of 4.68, item number four “The software is easy to use” followed next with a 
weighted mean of 4.66 while item number one “The software has tooltip texts and instructions” ranked third 
obtaining a weighted mean of 4.64.  Ranked fourth is item number five “Specific icons” with a weight ed mean 
of 4.59 and ranked fifth is item number two “Help facility is available” with 4.34 weighted mean. 

Table 8.  Respondents’ assessment in terms of user-friendliness 

Criteria Weighted Mean Verbal Interpretation 
1. The software has tooltip texts and instructions. 4.64 Very User-friendly 
2. Help facility is available. 4.34 Slightly User-friendly 
3. Visual appearance does not cause pain in the eyes. 4.68 Very User-friendly 
4. The software is easy to use. 4.66 Very User-friendly 
5. Specific icons 4.59 Slightly User-friendly 

Average 4.58 Slightly User-friendly 
 

4.2.4 Security.  Table 9 below shows the assessment of the respondents on the effectiveness of the developed 
software in terms of security.  Item number one “Usernames and passwords are enforced” got the highest 
weighted mean of 4.70, followed by item number two, three and five “Access rights and user privileges are 
defined”, “Session timeout for every user’ and “Login attempt is limited” all tied at rank two with a weighted 
mean of 4.64 while item number four “Tracks users activity” got the last rank with a weighted mean of 4.59. 

 

 

 

 

Table 9.  Respondents’ assessment in terms of security  

Criteria Weighted Mean Verbal Interpretation 
1. Usernames and passwords are enforced. 4.70 Secured 
2. Access rights and user privileges are defined. 4.64 Very Secured 
3. Session time out for every user. 4.64 Very Secured 
4. Tracks user activity. 4.59 Secured 
5. Login attempt is limited. 4.64 Very Secured 

Average 4.58 Very Secured 
 

4.2.5 Summary of the Assessments of the Respondents on Effectiveness of the Online Clearance System 
for Imus Institute, College Department.  The foregoing table shows that item number four, “Security” got the 
highest average weighted mean of 4.64, which is interpreted as “Very Secured”, item number two, “Accuracy” 
has the second to highest average weighted mean of 4.60, verbally interpreted as “Very Accurate’, this is 
followed by item number three “User-friendliness” having an average weighted mean of 4.58 which is verbally 
interpreted as “Slightly User-friendly” and item number one, “Speed” got the lowest average with a weighted 
mean of 4.55, verbally interpreted as “Fast”. 

Table 10.  Summary of the Assessments of Respondents 

Summary Mean Verbal Interpretation 
1.  Speed 4.55 Fast 
2.  Accuracy 4.60 Very Accurate 
3.  User-friendliness 4.58 Slightly User-friendly 
4.  Security 4.64 Very Secured 
 

 
CHAPTER 5 

SUMMARY, CONLCUSIONS AND RECOMMENDATIONS 
 

Summary of Findings 

The results of the study are summarized as follows: 

Profile of the respondents 

Forty four respondents evaluated the software, in terms of gender twenty five percent (25%) are male and 
seventy five (75%) are female, majority of them are aged 16 – 20 years old in terms of age constituting seventy 
five percent (75%) and as regards to position eighty two percent (82%) are students. 

Effectiveness of the online clearance system for Imus Institute 

The respondents’ assessment showed that the online clearance system was “Fast” in terms of speed with an 
average weighted mean of 4.55.  The software got an average weighted mean of 4.60 in terms of accuracy 
verbally interpreted as “Accurate” and fared as “Much User-friendly” having an average weighted mean of 4.58 
as regards to user-friendliness , while the respondents rated it “Secured” with an average weighted mean of 4.64 
in terms of security. 

Conclusions 

Based on the findings gathered, the following conclusions were drawn by the researcher: 

1.  In reference to the respondents’ profiles, majority of them are female, aged 16 – 20 years old and students of 
the school. 

2. The developed online clearance system for the college department of Imus Institute was very effective in 
terms of speed, accuracy, user-friendliness and security. 
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3.  The software can now be used by students to request clearance to their respective profess ors and concerned 
offices, get their grades at the same time and send the accomplished clearance to the registrar.  Faculty members 
can use their accounts to approve or disapprove clearance requests, make comments or remarks and send grades 
to students online. The administrators especially the registrar can create and monitor faculty and student 
accounts, view clearance progress and reports, create announcements and validate clearance forms of students. 

 

Recommendations 

In light of the findings and conclus ions of the study, the following are recommended: 

1. The school administration should conduct a “Users Training” for faculty, office personnel, students and those 
involved in the clearance process  to familiarize and properly acquaint them with the use and benefits provided 
by the software. 

2.  Embed the software to the existing portal of the school equipped with FAQs and help facility to ensure that 
users can fully acquire the full advantage of the software. 

3.  Create a module that tracks user’s activity, so that the users of the system would know their recent and past 
activities on their accounts. This will count as one of the security measures of the software. 

4.  Visual analytics for survey results may be created to provide an easy to understand informat ion generated by 
the software. 
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ABSTRACT 

This study investigates the impact of online forum and online news toward the 
performance of two important sectors in Indonesia which are agriculture and property. 
This paper is using weekday data content that comes from online forum and online news 
adapted from January 1st, 2015 – March 31st, 2015. This study implements the word 
weighted and bag-of word method to examine the sentiment. The sector performance 
variable is measured by the return of index sector in both sectors category. The result of 
this study shows that both online forum and online news have a positive impact on sector 
index return. In addition, sentiment from online forum present a little stronger impact on 
sector index return compare to online news.  

Keywords: Online Forum, Online News, Sectors Performance, Sentiment Analysis 

 

1. Introduction 

Stock trading is one of the growing investment activities in Indonesia. By the time, the 
number of people who actively involved in stock trading is increased along with the rapid 
information transformation within the society. According to the data (www.detik.com), 
the stock trader across the country account for 1% from total population. This number is 
firmly believed to be increased in line with the growing trend in the world of stock 
investment.  
Investor shows a serious concern on an investment activity. Before making any decisions, 
investor usually collects as much information as possible to minimize the failure 
possibility. Investor expects a high return on the investment activity they do. Therefore, 
investor needs to deeply analyze the alternatives in order to choose the best one among 
the rests. If investor doing a mistake by picking the wrong option, it is possible that 
investor get loss of money they have invested.  
In the old days, stock trader commonly gathered the information in the conventional 
ways. For example, by reading newspaper and watching news on television. Again, these 
activities help investor to gain an insight about the trend in the market on particular time. 
Thus, investor can make a logic decision that hopefully gives the positive outcome for 
their investment activity. Unfortunately, this old-style way takes longer time. The investor 
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has to allocate several times to see the trend in the market, start from getting the 
information, analyzing it, until making the decision. Therefore, more and more people 
search the better alternative in doing information gathering where they can get the 
important point time but with less time consumption.   
Internet penetration in Indonesia happened significantly. During 2014, the internet user 
hits 88.1 million users and increased 33% from the previous year (www.liptan6.com). 
Indonesia stands in the sixth position in the world in term of the population of internet 
users (www.kompas.com). This number is predicted to be growing in line with the 
improvement in networking facilities as well as price affordability of the required device. 
The dependency of internet for Indonesian people is getting stronger. As people becoming 
more often use it, there is a shifting phenomenon that occurred Indonesia. More people 
going online in daily bases activity. The effectiveness of internet makes Indonesian 
people changes their conventional activity by using internet to do many things. 
The trend of internet also gives an impact to the investor in term of decision making 
process, especially in information gathering section. They begin to look at online source 
as reliable information and use it as consideration in decision making. Online sources 
provide faster process to the investor, so they also become a dependent to the internet. 
Internet provides easiness to the investor to decide something faster, so they can increase 
the efficiency as well as adding more positive return.  For Indonesian people, there are 
several famous internet platforms which is visited regularly, two of those are online forum 
and online news. In the recent day, the online news platform account for 11% and online 
forum account for 3% in the proportion of the most access site within the country 
(www.ilmukomputer.org). 
By reading online news, investor is able to update the information related to particular 
issue in efficient way. Moreover, in Indonesia, there is various kind online news that only 
discuss about stock performance in daily period. This platform enables the investor to get 
a glimpse of information just by tapping the device. In addition, by actively accessing 
online forums that specifically concern about stock trading, investor has an opportunity to 
have a real communication among investors. This platform also enables investor to 
exchange the information and thought in two ways discussion. By involving in an intense 
communication among peers, it also gives the wider horizon for investor before making 
any judgments in stock trading. Therefore, investor look at online news and online forum 
as important part in their decision making process at this moment.  
This paper examines the content from online forum and online news. It is firmly believed 
that each content provide a particular opinion that relates to the performance of certain 
companies within the sectors. The opinion commonly contains a sentiment that tested to 
compare in the real performance of sectors chosen. 
This paper is organized as follow: Part 2 gives a review about the related work. Part 3 
provides the data and methodology. Part 4 explains the experimental result and analysis. 
Meanwhile, part 5 tells the conclusion and limitation of the research. Last, part 6 provides 
the additional information in appendix section.  
 

 

 

2. Literature Review 
2.1 Sentiment Analysis 

Sentiment concept has already known by many people in previous periods. Sentiment 
describes personal opinion related to particular aspect [1]. Sentiment analysis can be 
defined as identification and extraction subjective information process by using analysis 
of text and computational linguistics. [2] examines the daily sentiment from faceboook 
and its relation to the market in international scope. This study implements gross 
happiness index and also adopted direct sentiment comes from twenty different countries. 
Another research [1] uses sentiment from news to determine the stock price return. This 
study adapts Harvard psychology dictionary and Loughran-McDonald financial sentiment 
to set up the sentiment analysis for further analysis. This study tries to relate the sentiment 
analysis from five years Hong Kong stock exchange and news article. A study by [3] 
concerns about the sentiment from investor from message posting to predict stock return. 
The sentiment of this study focuses on 32 million message from 91 different companies 
on Yahoo! The sentiment analysis ranges from 2005-2010. Furthermore, this study 
implements Naïve Bayes classification algorithm to set up sentiment analysis bases. A 
combination of sentiment from social media and online news is studied by [4]. This study 
mainly focuses on cross-sector objects and analyzed the sentiment from diverse data 
sources to relate to the firm equity value in 824 public firms. This study also uses Naïve 
Bayes to construct the sentiment analysis. Naïve Bayes is the most common method used 
to determine the sentiment in data mining analysis since it gives higher accuracy level 
with simpler process. Thus, most of the research of big data analysis implements Naïve 
Bayes method [4].  
2.2 Bag-of-words approach 

Bag-of-words approach evaluates the weight of each term according to importance in 
their textual context both in social media base and online news base [1]. [5] makes a 
method called AZFinText system that can provide forecast based on financial news. 
Another study by [6] by developing TextMiner system that is able to measure the risk 
relates to the company correlated to news article. Before making any sentiment analysis, a 
study also can use bag-of-word approach where a set of chosen keyword selected. 
Commonly, bag-of-word dataset is divided into three different types, positive, negative 
and neutral keyword [4]. Each category has specific scoring in order to give the overall 
calculation over the data content. The weighted score for each category depends, yet the 
common score ranged from 1 to -1 [9]. Mostly, bag-of-word is set in excel database due it 
its easiness to be transformed into another data type extension. On the other hand, [10] 
also considers that bag-of-word method may pose a weakness where the word position is 
possible to get lost in the document.  
2.3 Financial Performance 

Big data analysis research begins to look at finance world as the affected area, especially 
in stock. Previously, big data information is mainly adapted in the marketing. But, many 
researchers start searching the relation of the data from online source to stock. [7] uses 
co-movement in stock market to consider future portfolio investment. Forecasting the 
stock performance by measuring stock co-movement also conducted [8]. Both studies 
predict the movement of stock within the market by analyzing the online data. 
Furthermore, another financial performance indicator that widely used as variable is 
market return [1][2][3][4]. Market return is easily observed in the quick sense to 
determine the financial performance for particular investment decision.  
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in stock. Previously, big data information is mainly adapted in the marketing. But, many 
researchers start searching the relation of the data from online source to stock. [7] uses 
co-movement in stock market to consider future portfolio investment. Forecasting the 
stock performance by measuring stock co-movement also conducted [8]. Both studies 
predict the movement of stock within the market by analyzing the online data. 
Furthermore, another financial performance indicator that widely used as variable is 
market return [1][2][3][4]. Market return is easily observed in the quick sense to 
determine the financial performance for particular investment decision.  
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3. Methodology 
3.1 Data Collection 

This study uses data from online forum and online news from January 1st to March 31st 
2015. For online forum, this study specially focuses on one of the Indonesia leading 
online forum in stock trading activity, stockbit.com. This platform has already had 
thousands of loyal members. In this platform, each person may post particular 
information regarding any issues as well as initiating an intense discussion. This platform 
also comes as the supportive environment for the new trader. Therefore, this platform 
suits to become the stepping-stone to collect the related information regarding the stock 
performance. This study only look at the data content from online forum in weekday since 
it follows the data from sector index return which is available only on weekday. Total data 
gathered from online forum for agriculture sector is 1800 data and then for property 
sector is 1719 data. Therefore, total data collected in online forum side is 3519 data. 
Firstly, this study needs to create a dataset for online forum in order to get the data 
organized. For making the dataset, it is better to be grouped  in excel. Construct the table 
with consist of important cells, such as number, date, time, user account and content of 
the message. The dataset has to be sorted from the oldest-to-newest period.  
Data from online news gathered from several online news platforms in Indonesia. Those 
platforms are mainly focusing on the financial aspect. The lists of the platforms are 
liputan6.com, kontan.com, investor.co.id, beritasatu.co.id, kompas.com, detik.com, 
stockbitnews, and metrotvnews.com. Total data obtained for property sectors reach 958 
data and agriculture sector achieve 945 data. Thus, total data collected as many as 1903 
data. Again, the data collected also exclude weekend as the same reason above. Making 
the dataset for online news also important by creating excel database, same with online 
forum database.  
Total companies traded for this research are 20 firms for agriculture sector and 55 firms 
for property sector. Each thought about each company that is being discussed in either 
online news or online forum is grouped in the same database as one sector. This decision 
is made since at the final consideration, it will look at the overall sector performance, not 
at individual firm.  
This study considers overall sector index return as the indicator to assess sector 
performance. The data required adapted from yahoo finance to extract the historical data. 
This data is available only for weekdays, so it will not add up weekend forecasting. Since 
there is no return data, we have to calculate the return manually. We can determine the 
return by calculating price for today minus by yesterday price and then divided by 
yesterday price. As the mathematical formula to calculate the return is shown below, 
 

𝑅𝑅 = 𝑃𝑃𝑡𝑡 − 𝑃𝑃𝑡𝑡−1
𝑃𝑃𝑡𝑡−1

 

3.2 Sentiment Analysis 

After we have database in excel, next we have to calculate sentiment for each data 
contents. In sentiment calculation, this study uses a special tool named semantria. This 
tool is able to process data content automatically. The advantage of this tool is that it can 
determine the sentiment value of content accurate enough [9]. But, we need to make bag-
of-word first and then inputted to the semantria tool. We use the different keyword for 

online forum and online news since both of two shows the different in language usage. 
Online forum usually use less formal language and online news impose more formal 
language. In determining the keyword, we read the data content first and decide the 
suitable keyword that mostly used in data content with its score and value. The list of 
words is shown below, 
 

Table 3.1 bag-of-word for online forum 

 
Positive Keywords (Score 1) 

Terbang / terb*ng* Tembus 
Nice / n*c* Mantab / mantap / ma*nt*p* 
Ijo / ij* / hijau / hijau* Na*k / kenaikan 
Bagus / bag*s Hantam 
Hajar Nambah / Tambah 

Negative Keywords (Score -1) 
Jual /Sell Buang 
Longsor Gagal 
Sayonara Lepas 
Turun Terjun 
Hancur Anjlok 

Neutral Keywords (Score 0) 
Jebol Batalkan 
Hold Menakutkan 
Perhatikan / memperhatikan Lumayan 
Antri Favorit 
Cermati / mencermati Ho*r*e 

 

Table 3.2 bag-of-word for online news 
 

Positive Keywords (Score 1) 
Menguat  Peningkatan / Meningkatkan / kenaikan 
Akuisisi / mengakuisisi Tumbuh 
Penguatan / kuat Tembus / Menembus 
Ekspansi  Melesat  
Apreasi  Pengembangan / Mengembangkan 

Negative Keywords (Score -1) 
Merosot  Lambat / Melambat 
Melemah / Pelemahan Meredup  
Jeblok Terpuruk  
Melorot Merosot  
Suspensi Melemah  

Neutral Keywords (Score 0) 
Laba Target / menargetkan 
Perhatikan Berpotensi / potensi  
Cermati Mempertimbangkan / pertimbangkan 
Utang Cukup  
Dividen Pengumuman  

 

 



The 5th Business, Economics and Communications International Conference, 2015 

339

online forum and online news since both of two shows the different in language usage. 
Online forum usually use less formal language and online news impose more formal 
language. In determining the keyword, we read the data content first and decide the 
suitable keyword that mostly used in data content with its score and value. The list of 
words is shown below, 
 

Table 3.1 bag-of-word for online forum 

 
Positive Keywords (Score 1) 

Terbang / terb*ng* Tembus 
Nice / n*c* Mantab / mantap / ma*nt*p* 
Ijo / ij* / hijau / hijau* Na*k / kenaikan 
Bagus / bag*s Hantam 
Hajar Nambah / Tambah 

Negative Keywords (Score -1) 
Jual /Sell Buang 
Longsor Gagal 
Sayonara Lepas 
Turun Terjun 
Hancur Anjlok 

Neutral Keywords (Score 0) 
Jebol Batalkan 
Hold Menakutkan 
Perhatikan / memperhatikan Lumayan 
Antri Favorit 
Cermati / mencermati Ho*r*e 

 

Table 3.2 bag-of-word for online news 
 

Positive Keywords (Score 1) 
Menguat  Peningkatan / Meningkatkan / kenaikan 
Akuisisi / mengakuisisi Tumbuh 
Penguatan / kuat Tembus / Menembus 
Ekspansi  Melesat  
Apreasi  Pengembangan / Mengembangkan 

Negative Keywords (Score -1) 
Merosot  Lambat / Melambat 
Melemah / Pelemahan Meredup  
Jeblok Terpuruk  
Melorot Merosot  
Suspensi Melemah  

Neutral Keywords (Score 0) 
Laba Target / menargetkan 
Perhatikan Berpotensi / potensi  
Cermati Mempertimbangkan / pertimbangkan 
Utang Cukup  
Dividen Pengumuman  

 

 



The 5th Business, Economics and Communications International Conference, 2015 
   

340

3.3 Simple Linear Regression 

This study employs simple linear regression analysis since this study tries to discover 
how strong impact on independent variable over dependent. The dependent variable for 
this study is sector index return for agriculture and property. In the meantime, the 
independent variable is sentiment analysis for each source. Before doing regression 
analysis, this study is fulfilling the required assumption tests, start from normality test, 
heteroscedascity test, autocorrelation test, and multicollinearity test. This study succeeds 
to pass all the assumptions, so this study is permitted to implement regression analysis. 

 

4. Experimental Result 

After having the data proceed, now we have the result. This result tries to explain whether 
there is an impact on online source to sector index return in agriculture and property or 
not. The complete explanation of the result will be explained further. At first, we present 
the summary of linear regression analysis for this study.  

 

Table 4.1 Linear Regression Analysis Summary 

 

 

 
4.1 Online Forum Sentiment 

Agriculture Sector 

The graph above is showing the result of sentiment from online forum and the return in 
sector index for agriculture sector. The overall patterns from both graphs have the 
similarity. Therefore, it is quite clear that the same pattern from both graphs impose 

Normality heteroscedascity autocorrelation multicollinearity r R2 p-value

Agriculture 0,2 0,152 1,792 1 0,406 0,151 0,001

Property 0,2 0,129 1,770 1 0,335 0,112 0,008

Agriculture 0,2 0,064 1,690 1 0,355 0,126 0,005

Property 0,2 0,255 1.630 1 0,302 0,091 0,019

online Forum

Online News

Classical Assumptions Test
SectorsSources

Figure 4.1.1 Graph for Sentiment Outcome Figure 4.1.2 Graph for Return Outcome 

certain relationship each other. From the regression result, it is seen that online forum has 
the positive impact on the sector index return. Meaning, when there is a good expectation 
expressed in positive comments or discussion within the online platform, it will directly 
influence the positive return on agriculture sector. The correlation (r) score for sentiment 
of online forum and stock index result is 0,406 with R2 score is 0,165. It means that the 
positive return in agriculture sector return is influenced by sentiment in online forum for 
about 16.5 % and the rest is caused by other factors. In addition, the model used is valid 
since it has already passed all the classical assumption tests.  

 

Property Sector 

The graphs above present the comparison of pattern from sentiment and return. It 
indicates that both have the same pattern in ups and downs condition. It implies that 
sentiment and return has general relationship. From the regression result, it is seen that 
online forum has the positive impact on the sector index return. Meaning, when there is a 
good expectation expressed in positive comments or discussion within the online 
platform, it will directly influence the return on property sector. The correlation (r) score 
for sentiment of online forum and stock index result is 0,335 with R2 score is 0,112. It 
means that the positive return in property sector return is influenced by sentiment in 
online forum for about 11.2 % and the rest is caused by other factors.  
  

Figure 4.1.3 Graph for Sentiment Outcome Figure 4.1.4 Graph for Return Outcome 
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Figure 4.1.3 Graph for Sentiment Outcome Figure 4.1.4 Graph for Return Outcome 
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4.2 Online News Sentiment 

Agriculture Sector 

The graphs above are comparing the pattern each other. In general, both of two show a 
pattern similarity that may indicate that sentiment and return have a relationship which is 
described in the ups and downs path. From the regression result, it is seen that online 
news has the positive impact on the sector index return. Meaning, when there is a good 
expectation expressed in positive inside the news content, it will directly influence the 
return on agriculture sector. The correlation (r) score for sentiment of online forum and 
stock index result is 0,355 with R2 score is 0,126. It means that the positive return in 
property sector return is influenced by sentiment in online forum for about 12.6% and the 
rest is caused by other factors.  

 

Property Sector 

Graphs above seem to have a pattern similarity. This fact may give an understanding that 
both graphs have a certain relationship. This relationship may have been seen from the 
ups and downs picture from the overall picture. From the regression result, it is seen that 
online news has the positive impact on the sector index return. Meaning, when there is a 
good expectation expressed in positive inside the news content, it will directly influence 
the return on property sector. The correlation (r) score for sentiment of online forum and 
stock index result is 0,302 with R2 score is 0,091. It means that the positive return in 

Figure 4.2.1 Graph for Sentiment Outcome Figure 4.2.2 Graph for Return Outcome 

Figure 4.2.3 Graph for Sentiment Figure 4.2.4 Graph for Return 

property sector return is influenced by sentiment in online forum for about 9.1% and the 
rest is caused by other factors.  

4.3. Event Analysis 

Event analysis is used to see the significant event during study period. In this study, the 
event analysis is implemented to determine the special event happened shown by the 
highest number of data content posted from online forum. Event analysis only used online 
forum data content since it shows the level of sentiment from the active trader. 
Meanwhile, online news is not be considered since it is one way communication. The 
complete picture of event analysis for both sectors is depicted below, 

Agriculture Sector  

 

 

Picture 4.3.1 Graph of Event analysis for agriculture sector 
 

The graph above imposes within three months; there are two significant days that is 
proved by the highest number of message posted. The peak date in three months duration 
occurred in February 5th, and February 27th. In those two days explained that most of 
people busy to discuss about agriculture sector or companies within the sector. In 
February 5th, the majority of people discussed about two companies, AALI (PT. Astra 
Agro Lestrai) and LSIP (PT. London Sumatera Plantation). In addition, in February 27th, 
the majority of people concern about LSIP (PT. London Sumatera Plantation). At 
conclusion, both companies is quite standing out compare other firms within the sector, 
therefore many people talk about it so that the number of posted message hit the peak.  
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Property Sectors 

 

 

Picture 4.3.2 Event Analysis for Property Sector 
 

The graph above presents the condition in online forum within three months in property 
sector. The peak date where most of people have an intense discussion is on February 4th. 
After referring to the original data, it explains that in February 4th, there is a long 
discussion of the forum member which mainly talks about particular company, named 
WSKT (PT. Waskita Karya). It means that that company creates a strong sentiment to the 
people which is also influence the overall sector performance on that day.  

 

5. Conclusion 

This study is trying to examine the impact of online forum and online news over sector 
index return. In the real fact, it reveals that both online forum and online news has the 
positive impact on sector index return. It shows that a people sentiment in online forum 
and the message of the online news has partly influence the investor in trading activity. It 
is clear that investor begin to consider the information from online source in their 
decision making process of investment. In addition, online forum shows little bigger 
influence compare to online news. This fact probably explains that through intense 
communication it can give stronger influence to investor compare to online news where 
the information flows is just one way. But, for both online sources, there is no significant 
gap on its influence on return of index sector. In addition, for the peak moment for both 
sector happened in February with most of discussion concentrate to specific companies 
that also influence to the overall sector discussion.  

Our suggestion for the future research is improving variety data sources, aside online 
forum. The next study may use other social media databases, for example twitter or 
facebook. In addition, the next study also may envoy other variable, exclude return, to 
determine the financial performance of certain institutions. Furthermore, the next study 
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can adapt new method of sentiment analysis approach in order to make a comparison and 
decide the better option.  
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ABSTRACT 

Nowadays, there is a lot of evidence-based social media data that are available in public. It attracts researcher to 
develop the use of the social media data in solving the real world problem using sentiment analysis. Sentiment 
analysis transforms textual data into quantitative data which is called as sentiment score. The sentiment score 
could be in different values according to the formula used. There are four forms of sentiment data formation 
model in this study. They are daily sentiment, cumulative daily sentiment, average daily sentiment, and 
cumulative average daily sentiment. There is an interesting thing that happens in mining and finance sector. 
When the mining index increases, the finance index decreases. The objective of this research is to determine the 
best sentiment data formation model in mining and finance sector. The researcher had already collected 5,778 
social network postings related to mining and finance sector which were obtained from stockbit.com started 
from 1st January 2015 until 30th April 2015. Sector index adjusted close price during 1st January 2015 until 
30th April 2015 had also been collected in order to calculate the sector index return. The result showed that the 
best sentiment data formation model is the daily sentiment for both mining and finance sector. 

Keyword: Social media, sector index return, mining sector sector, finance sector, sentiment data formation

1. Introduction 

Increasing number of social media usage in the world goes along with evolution of social media. Almost every 
year, media vision as a digital marketing specialist record the emergence of new social media, such as Facebook 
and Flickr launches in 2004, Youtube and Bebo in 2006 or Tumblr in 2007. It affects a signification number of 
social media users increase in the world. According to (Kemp, 2015), the most active social media user in each 
country adds up to almost 2.08 billion. 

Social media data consists of content that delivered different purpose depends on the user’s need. They are vast, 
genuine and noisy. It had already provided in public showed the real time snapshot which is generated by citizen 
in the world. Social media data are evidence-based that can be used to solve the real world problem.  

Some topics had been predicted using social media data, such as twitter predictive value of box office revenue 
(Asur & Huberman, 2010), understand food price crises using mining Indonesian tweets (Jakarta, 2014), 
predicting sales performance using blogs (Yang, Xiangji, Aijun, & Xiaohui, 2007), forecast intraday exchange 
rate using social micro-blogging (Papaioannou, Russo, Papaioannou, I, & Siettos, 2013) and stock market 
analysis by exploiting financial news and social media opinions (Maragoudakis & Serpanos, 2015).  

The sentiment score could be in different values according to the formula used. This research develop four 
different forms of sentiment data formation model: 

Tabel 1. 1 Sentiment Data Formation Model 

Sentiment Data Formation Model 
Daily Sentiment 
Cumulative Daily Sentiment 
Average Daily Sentiment 
Cumulative Average Daily Sentiment 

 Daily Sentiment Model : This model will add all sentiment data in each day to get the daily sentiment 
score.  

 Cumulative Daily Sentiment Model : We use data from daily sentiment model, then accumulate that 
data day to day to get daily cumulative sentiment.  

 Average Daily Sentiment Model : This model will calculate the daily sentiment by averaging all 
sentiment in each day. 

 Cumulative Average Daily Sentiment Model : Daily average sentiment will be accumulated day to day 
to get the cumulative average daily sentiment. 

Nowadays, Stock market prediction has always gained certain attention from researchers over the past year 
(Maragoudakis & Serpanos, 2015). It consists of publicly held companies which are issued and trade in order to 
get money for company’s financing. IDX is an Indonesian transaction center today which serves as a 
government body of stock exchange in Indonesia. All publicly held companies which are listed in IDX will be 
categorized into 10 sectors based on industry classification defined by JASICA (Jakarta Stock Exchange 
Industrial Classification) (Exchange, 2010). The tenth sectors are: Agriculture, Mining, Basic Industry and 
Chemical, Miscellaneous Industry, Consumer Goods Industry, Property and Real Estate, Infrastructure Utilities 
and Transportation, Trade Service and Investment, Finance and Manufacturing.  

There is an interesting thing between mining and finance sector. When the mining index increases, the finance 
index decreases and vice versa. They can be used as a representative of well-performed and bad-performed 
sector. Figure 1.1 & 1.2 shows the mining and finance index. 

 
2. Literature Review 

 
2.1 Social Media 

Social media is social network used as a place to conduct conversation among people, share or exchange 
information and discussion in any aspect in virtual communities. Every kind of social media collects a real time 
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ABSTRACT 

Nowadays, there is a lot of evidence-based social media data that are available in public. It attracts researcher to 
develop the use of the social media data in solving the real world problem using sentiment analysis. Sentiment 
analysis transforms textual data into quantitative data which is called as sentiment score. The sentiment score 
could be in different values according to the formula used. There are four forms of sentiment data formation 
model in this study. They are daily sentiment, cumulative daily sentiment, average daily sentiment, and 
cumulative average daily sentiment. There is an interesting thing that happens in mining and finance sector. 
When the mining index increases, the finance index decreases. The objective of this research is to determine the 
best sentiment data formation model in mining and finance sector. The researcher had already collected 5,778 
social network postings related to mining and finance sector which were obtained from stockbit.com started 
from 1st January 2015 until 30th April 2015. Sector index adjusted close price during 1st January 2015 until 
30th April 2015 had also been collected in order to calculate the sector index return. The result showed that the 
best sentiment data formation model is the daily sentiment for both mining and finance sector. 

Keyword: Social media, sector index return, mining sector sector, finance sector, sentiment data formation

1. Introduction 

Increasing number of social media usage in the world goes along with evolution of social media. Almost every 
year, media vision as a digital marketing specialist record the emergence of new social media, such as Facebook 
and Flickr launches in 2004, Youtube and Bebo in 2006 or Tumblr in 2007. It affects a signification number of 
social media users increase in the world. According to (Kemp, 2015), the most active social media user in each 
country adds up to almost 2.08 billion. 
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rate using social micro-blogging (Papaioannou, Russo, Papaioannou, I, & Siettos, 2013) and stock market 
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Industrial Classification) (Exchange, 2010). The tenth sectors are: Agriculture, Mining, Basic Industry and 
Chemical, Miscellaneous Industry, Consumer Goods Industry, Property and Real Estate, Infrastructure Utilities 
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There is an interesting thing between mining and finance sector. When the mining index increases, the finance 
index decreases and vice versa. They can be used as a representative of well-performed and bad-performed 
sector. Figure 1.1 & 1.2 shows the mining and finance index. 
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snapshot of what the market considers important and what it doesn’t. It presents vast new primary data sources 
which are accurate, latest, and new insight. These social media data can be used to localize understanding of 
people’s views and behaviors to solve problems in the real world. 

According to (Grahl, 2011), he categorized social media into 6. The first one is social network. It consists of 
people who interact with the other people who have a similar background and interest. Facebook is the most 
popular social networks in the world. The second one is bookmarking sites. In this site, you can save, organize 
and manage links from various websites and resources that provided in the internet. Delicious and StumbleUpon 
are the most popular bookmarking sites. The third one is social news. It gives a permit to user to post various 
news items on links to outside article. The fourth one is media sharing. Everybody can upload and share various 
media content especially pictures and video and get some comments from anyone who watched that as their 
assessment to user content sharing. The most common of media sharing are YouTube and Flickr. The fifth one 
is micro blogging. It is focus on short content from users to anyone who followed their account. The most 
popular micro blogging in the world is twitter. The last one is blog comments and forums. It’s shaped as an 
online forums or group discussion allow every members to do conversations among the other members around 
the topic of the blog post. 

2.2 Social Media Scoring 

Stockbit is one of Indonesian stock community where Indonesian trader and investor are able to actively share 
and discuss. It is categorized as a social network that consists of people who interact with the other people who 
have a similar background and interest in stock (Lukman, 2013). Besides stockbit, many trader and investors 
usually discuss about stock in Twitter, forums and blogs. The information gathered from these social media 
platforms are mostly shared by online news account. It is not display in one integrating timeline, so every trader 
and investor have to check all those source one by one using the right keyword that represent the stock that they 
want to check. It becomes difficult because sometimes the abbreviation of the stock are same with the daily 
conversation, for example we want to find BCA as a bank, then we type bca then the result is a tweet that 
consist of bca word which means baca. Stockbit helps to solve that problem by integrating the information into 
one platform that is light, stable, and real-time. You only click the abbreviation of that stock that was provided 
in the stockbit interface.  

Stockbit’s easy-to-use interface is one of the main attractions of the service. They provides investor and traders 
more real time information using the market overview and the financial information from particular stock that 
comes from Indonesia Stock Exchange, which serves as the government body for stock exchange in Indonesia. 
Besides that, stockbit also provides the fundamental analysis of particular stock but you have to subscribe it 
first.Nowadays, some researchs were conducted to find the appropriate social media scoring. (Yancheng, 2010) 
discuss the sentiment scoring method using two different aggregate period which are individual-weekly and 
cumulative sentiment score. Their research found that cumulative sentiment score has a higher correlation than 
individual-weekly sentiment score. Cumulative sentiment score also has a strongest correlation with 0.001 
statistical significant level. The same result is also shown by the research that had been conducted by Biandarani 
Muflikha in 2010. (Muflikha, 2013) had been conducted to understand twitter projection power toward ORI 009 
selling. Using structure model, she found that cumulative data provides a better result than the daily data. So that 
in linear regression result, the highest r square happened in cumulative data. (Carlina, 2013) also conduct the 
same research using different sentiment scoring. She used weekly sentiment and cumulative weekly sentiment to 
predict government bond auction. The result showed that cumulative weekly sentiment possess the highet value 
of r square. 

2.3 Semantria for Excel 

Semantria is owned by sentiment analysis company Lexalytics, from which it was spun out in 2011. Semantria 
offers text analysis via API and Excel plugin (Wikipedia, 2015). The text analytics software is capable of 
providing insight in unstructured text. It uses a query-based categorization, using Boolean operators as well as a 
combination of Natural Language Processing and Statistical Frequency Analysis (Datafloq, 2015). Semantria for 
excel needs some keyword as a guiedline to machine to categorized each tweet into positive, neutral and 
negative. The keyword are pooled in a bag of word. Bag-of-words approach evaluates the weight of each term 
according to importance in their textual context (Li, Xie, Chen, Wang, & Deng, 2014).  They also will be 
determined using term of frequency that defined automatically by semantria for excel: neutral (-0.05 to 0.22), 
positive (0.22 to 2) and (Lukman, 2013) negative (-2 to -0.05). (Hasanah, 2015) had been conducted a research 
about Understanding The Effects of Indonesia Credit Card Ownership Limitation Policy Through Customer 
Perspective in Online Forum. She uses semantria for excel to analyze the sentiment by using some keywords 
which divided to be positive (+1), neutral (0) and negative (-1).  

2.4 Previous Research 

Nowadays, some researchs were conducted to find the best sentiment analysis model. (Yancheng, 2010) was 
designing sophisticated models to improve forecasting accuracy by incorporating sentiment analysis data. He 
argues that linear regression models and regression models with exponentially weighted moving average 
techniques, can generate better results. Sentiment analysis data used in that research are based on two different 
aggregate period which are individual-weekly and cumulative sentiment score. They found that cumulative 
sentiment score has a higher correlation than individual-weekly sentiment score. Cumulative sentiment score 
also has a strongest correlation with 0.001 statistical significant level.  

(Muflikha, 2013) had been conducted to understand twitter projection power toward ORI 009 selling. The 
methodology were used are information relation structure, sentiment, and event analysis. The structural 
information represents how big information spread and also the content of twitter, either it has positive, neutral, 
or negative sentiment. The second result showed some aspects that cause some peak time in ORI 009 twit 
period. Using daily and cumulative sentiment model, the subscription of ORI 009 actually can be presented by 
twitter usage especially using cumulative data both in structure and sentiment analysis. 

(Carlina, 2013) also conduct the same research using different sentiment model. She uses weekly sentiment and 
cumulative weekly sentiment to predict government bond auction. The methods used in that research are 
structural analysis, sentiment analysis, linear regression, and event analysis. She compares the correlations 
and/or projecting power between tweet features and sentiment score. Among all independent variables of 
features and sentiment score, the researcher finds that only one variable that has significant correlation with bid 
to cover ratio which is cumulative number of different users posted a tweet at the day of auction with 22.4% of r 
square. 

2.5 Gap Research 

According to some previous research of sentiment analysis, they use conventional tool to weight each social 
media data for example spreading some questionnaires. There is no guideline from the researcher to categorize 
these tweets into positive, neutral or negative. The result is not well enough, because the sentiment score is 
subjectively given by different respondent.  To get the better result, this research used bag of word as a guideline 
for a machine to categorize each data into positive, negative and neutral. Furthermore, almost all the research in 
the previous is mixing up all the companies without grouping by the sector. Therefore, this study only focuses 
on finding the best sentiment data formation model in mining and finance sector using stockbit as an Indonesian 
stock community. 

3 Methodology 

Below are the stages for doing this research: 

3.1 Define the Data Set 

The researcher had already collected 5,778 social network postings related to mining and finance sector which 
were obtained from stockbit.com started from 1st January 2015 until 30th April 2015. Sector index adjusted 
close price during 1st January 2015 until 30th April 2015 had also been collected in order to calculate the sector 
index return.  

3.2 Filtering the Data Set 

All social network posting data that had already collected will be filtered by the excel formula =CLEAN (data). 
The purpose of this stage is to delete the noise, for example space and punctuation mark before enter the 
software. 

3.3 Sentiment Analysis 

To calculate the sentiment from each tweet data, we use Semantria for Excel. Semantria for Excel needs some 
keywords that divided into three groups of sentiment: negative (-1), neutral (0) and positive (+1). Below are the 
keyword tables for each group of sentiment: 
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were obtained from stockbit.com started from 1st January 2015 until 30th April 2015. Sector index adjusted 
close price during 1st January 2015 until 30th April 2015 had also been collected in order to calculate the sector 
index return.  

3.2 Filtering the Data Set 

All social network posting data that had already collected will be filtered by the excel formula =CLEAN (data). 
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Table 3.1 Positive Keyword 

Positive (+1) 
Bullish Beli Naik Melambung 
Melejit Hijau Mampir Melonjak 
Antri Go Pegang Koleksi 
Menguat Panen Diborong Uptrend 
Laris Melesat Tampung Rebound 

 

Table 3.2 Neutral Keyword 

Neutral (0) 
Perhatikan Perkiraan Prediksi 
Update Portofolio Bagaimana 
Rekomendasi Gimana Amati 

 

Table 3.3 Negative Keyword 

Negative (-1) 
Nyangkut Lepas Rugi Turun 
Anjlok Jual Melemah Melorot 
Terperosok Jatuh Goreng Buang 
Bearish Merah CL Perosotan 
Downtrend Ambrol Gosong Terjun 

 

Each tweet will be weighted based on keywords above. Semantria for Excel not only weight the tweet but also 
categorizing these tweet into negative, neutral, or positive term using frequency of each term that defined by 
Semantria for Excel.  

3.4 Linear Regression 

The result of the Semantria for Excel will be used as an independent variable. It will be pooled per day based on 
four methods that had been discussed above. The dependent variable in this study is sector index return. We 

calculate the daily return using          
      Then, test each model using linear regression model:        . 

The regression model will show the p value that represent the significant value of each model and and r square 
that refers to the strength of the line as association between independent variable and dependent variable. The 
standard approach is to evaluate each model using the number of p value and r squared. 

4 Experimental Result 

This study uses two object of research, mining and finance sector. Each sector will be tested using four different 
models of sentiment data formation. We will compare and contrast each models to find the best sentiment data 
formation model in each sector using p value and R2. 

4.1 Sentiment Scoring Model 

Daily Sentiment Model 

ll sentiment score from each tweet in one day will be summed. Figure 4.1 & 4.3 shows the movement of the 
daily sentiment for mining and finance sector. These charts represent the total public sentiment in one day. On 
the other hand, figure 4.2 & 4.4 shows the movement of the daily return for mining and finance sector. From 
these chart, we can see that public sentiment and sector index return are generally have a same pattern in daily 
movement for both sectors.  

 

 

Mining Sector 

Figure 4.1 Daily Sentiment for Mining Sector 

Figure 4.2  Daily Return for Mining Sector 

Financial Sector 

 
Figure 4.3 Daily Sentiment for Finance Sector 

 

Figure 4.4 Daily Return for Finance Sector 
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Cumulative Daily Sentiment Model 

Daily sentiment score will be accumulated day to day. The philosophy behind this model is public sentiment 
today will influence the decision making process in the next day. Investor and trader will use the historical 
sentiment as a consideration to act against their portfolio. Figure 4.5 & 4.7 shows the cumulative daily sentiment 
movement. On the other hand, figure 4.6 & 4.8 shows the movement of the cumulative daily return for mining 
and finance sector. From these chart, we can see that public sentiment and sector index return for mining sector 
is generally have the different pattern of cumulative daily movement, whereas for finance sector, they show the 
same pattern of cumulative daily model. 
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Figure 4.5. Cumulative Daily Sentiment for Mining Sector 
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Figure 4.8. Cumulative Daily Return for Finance Sector 
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The table above shows the number of P value and R square. Based on the data above, only daily sentiment and 
average daily sentiment model are accepted and applicable to use in the population using 95% level of 
confidence. On the other hand the cumulative models are rejected because they don’t pass the autocorrelation 
test as a requirement before conducting linear regression model. The highest r square occured in daily sentiment 
model. In addition, daily sentiment model also shows the better value of significant compare to average daily 
sentiment model in terms of p-value.  Therefore, The best sentiment data formation model to explain sector 
index return in mining sector is daily sentiment model. 

Financial Sector (JKFINA) 

Table 4.2 Financial Sector Model Summary 

Model F-Test R Square 
X, Y 0.002 0.114 
Cum X, Cum Y - - 
Avg X, Y 0.077 0.038 
Cum Avg X, Cum Y - - 

 

The table above shows the number of P value and R square. Based on the data above, only X, Y model which is 
accepted and applicable to use in the population using 95% level of confidence. On the other hand, Avg X, Y 
model is accepted and applicable to used in population using 90% level of confidence. For cumulative models, 
they are rejected because they didn’t pass the autocorrelation test as a requirement before conducting linear 
regression method. The highest r square occurs in X, Y model. In addition, X, Y model also shows the better 
value of significant compare to Avg X, Y model in terms of p-value. Therefore, The most appropriate model to 
predict sector index return form mining sector is X, Y model. 

5. Limitation 

The limitation of this paper is only focus on stockbit as an Indonesian stock community where Indonesian trader 
and investor are able to actively share and discuss. It was selected because mostly Indonesian trader and investor 
use that to share and discuss about stock market in Indonesia.  

6. Conclusion 

This paper wants to show how a social media sentiment can be used to solve the real world problem. 
Specifically, using sentiment data that had already collected from stockbit, then we define four different model 
of sentiment data formation. Each model will be constructed using a linear regression model. Using 95% of 
confident level, the result shows that the the best sentiment data formation to explain stock return in the 
population using social media sentiment is daily sentiment model for both sectors, Mining and Finance Sector. 

7. References 

Asur, S., & Huberman, B. (2010). Predicting The Future with Social Media. 

Bannister, K. (2015, January 26). https://www.brandwatch.com/. Retrieved 7 11, 2015, from 
https://www.brandwatch.com/2015/01/understanding-sentiment-analysis/. 

Carlina. (2013). Investigating Other Use of Microblogpostings to Project The Government Bond Auctions.  

Datafloq. (2015). 

Exchange, I. S. (2010). www.idx.co.id. Retrieved August 5, 2015, from http://www.idx.co.id/en-
us/home/information/forinvestor/stockmarketindices.aspx. 

Grahl, T. (2011). http://timgrahl.com/. Retrieved 6 28, 2015, from http://timgrahl.com/the-6-types-of-social-
media/. 

Hasanah, E. N. (2015). Understanding The Effects of Indonesia Credit Card Ownership Limitation Policy 
Through Customer Perspective in Online Forum. American Scientific Publisher.  

Jakarta, P. L. (2014). Mining Indonesian Tweets to Undestand Food Price Crises. 

Joshi, M., Das, D., Gimpel, K., & Smith, N. A. (2010). Movie Reviews and Revenues: An Experiment in Text 
Regression. Human Language Technologies: The 2010 Annual Conference of the North American 
Chapter of the ACL 293–296, (pp. 293–296). 

Kemp, S. (2015, January 21 ). http://wearesocial.net/. Retrieved August 5, 2015, from 
http://wearesocial.net/blog/2015/01/digital-social-mobile-worldwide-2015/. 

Li, X., Xie, H., Chen, L., Wang, J., & Deng, X. (2014). News impact on stock price return via sentiment 
analysis. Elsevier Science. 

Lukman, C. C. (2013, June 27). Stockbit, a Social network for Indonesian Traders. 

Maragoudakis, M., & Serpanos, D. (2015). Exploiting Financial News and Social Media Opinions for Stock 
Market Analysis using MCMC Bayesian Inference. Springer Science+Business Media New York.  

Muflikha, B. (2013). Twitter Projecting Power Toward Subscription Level of Indonesian Retail Bond 009 
Demand.  

OK, S. (2009). http://www.sahamok.com/. Retrieved May 29, 2015, from 
http://www.sahamok.com/emiten/sektor-keuangan/. 

OK, S. (2009). http://www.sahamok.com/. Retrieved May 29, 2015, from 
http://www.sahamok.com/emiten/sektor-pertambangan/. 

Pallant, J. (2002). SPSS survival manual: A step by step guide to data analysis using. Sydney: Bookhouse. 

Papaioannou, P., Russo, L., Papaioannou, G., I, C., & Siettos. (2013). Can Social Microblogging Be Used To 
Forecast Intraday Exchange Rate? Springer. NETNOMICS. 

Sufren, & Natanael, Y. (2014). Belajar Otodidak SPSS Pasti Bisa. Jakarta: Gramedia. 

Wikipedia. (2015, May 31). https://en.wikipedia.org/. Retrieved 7 11, 2014, from 
https://en.wikipedia.org/wiki/Semantria. 

Yancheng, H. (2010). Event Forecasting Through News Sentiment Analysis. 

Yang, L., Xiangji, H., Aijun, A., & Xiaohui, Y. (2007). ARSA: A Sentiment-Aware Model for Predicting Sales 
Performance Using Blogs. SIGIR 2007 Proceedings.  

 



The 5th Business, Economics and Communications International Conference, 2015 

361

The table above shows the number of P value and R square. Based on the data above, only daily sentiment and 
average daily sentiment model are accepted and applicable to use in the population using 95% level of 
confidence. On the other hand the cumulative models are rejected because they don’t pass the autocorrelation 
test as a requirement before conducting linear regression model. The highest r square occured in daily sentiment 
model. In addition, daily sentiment model also shows the better value of significant compare to average daily 
sentiment model in terms of p-value.  Therefore, The best sentiment data formation model to explain sector 
index return in mining sector is daily sentiment model. 

Financial Sector (JKFINA) 

Table 4.2 Financial Sector Model Summary 

Model F-Test R Square 
X, Y 0.002 0.114 
Cum X, Cum Y - - 
Avg X, Y 0.077 0.038 
Cum Avg X, Cum Y - - 

 

The table above shows the number of P value and R square. Based on the data above, only X, Y model which is 
accepted and applicable to use in the population using 95% level of confidence. On the other hand, Avg X, Y 
model is accepted and applicable to used in population using 90% level of confidence. For cumulative models, 
they are rejected because they didn’t pass the autocorrelation test as a requirement before conducting linear 
regression method. The highest r square occurs in X, Y model. In addition, X, Y model also shows the better 
value of significant compare to Avg X, Y model in terms of p-value. Therefore, The most appropriate model to 
predict sector index return form mining sector is X, Y model. 

5. Limitation 

The limitation of this paper is only focus on stockbit as an Indonesian stock community where Indonesian trader 
and investor are able to actively share and discuss. It was selected because mostly Indonesian trader and investor 
use that to share and discuss about stock market in Indonesia.  

6. Conclusion 

This paper wants to show how a social media sentiment can be used to solve the real world problem. 
Specifically, using sentiment data that had already collected from stockbit, then we define four different model 
of sentiment data formation. Each model will be constructed using a linear regression model. Using 95% of 
confident level, the result shows that the the best sentiment data formation to explain stock return in the 
population using social media sentiment is daily sentiment model for both sectors, Mining and Finance Sector. 

7. References 

Asur, S., & Huberman, B. (2010). Predicting The Future with Social Media. 

Bannister, K. (2015, January 26). https://www.brandwatch.com/. Retrieved 7 11, 2015, from 
https://www.brandwatch.com/2015/01/understanding-sentiment-analysis/. 

Carlina. (2013). Investigating Other Use of Microblogpostings to Project The Government Bond Auctions.  

Datafloq. (2015). 

Exchange, I. S. (2010). www.idx.co.id. Retrieved August 5, 2015, from http://www.idx.co.id/en-
us/home/information/forinvestor/stockmarketindices.aspx. 

Grahl, T. (2011). http://timgrahl.com/. Retrieved 6 28, 2015, from http://timgrahl.com/the-6-types-of-social-
media/. 

Hasanah, E. N. (2015). Understanding The Effects of Indonesia Credit Card Ownership Limitation Policy 
Through Customer Perspective in Online Forum. American Scientific Publisher.  

Jakarta, P. L. (2014). Mining Indonesian Tweets to Undestand Food Price Crises. 

Joshi, M., Das, D., Gimpel, K., & Smith, N. A. (2010). Movie Reviews and Revenues: An Experiment in Text 
Regression. Human Language Technologies: The 2010 Annual Conference of the North American 
Chapter of the ACL 293–296, (pp. 293–296). 

Kemp, S. (2015, January 21 ). http://wearesocial.net/. Retrieved August 5, 2015, from 
http://wearesocial.net/blog/2015/01/digital-social-mobile-worldwide-2015/. 

Li, X., Xie, H., Chen, L., Wang, J., & Deng, X. (2014). News impact on stock price return via sentiment 
analysis. Elsevier Science. 

Lukman, C. C. (2013, June 27). Stockbit, a Social network for Indonesian Traders. 

Maragoudakis, M., & Serpanos, D. (2015). Exploiting Financial News and Social Media Opinions for Stock 
Market Analysis using MCMC Bayesian Inference. Springer Science+Business Media New York.  

Muflikha, B. (2013). Twitter Projecting Power Toward Subscription Level of Indonesian Retail Bond 009 
Demand.  

OK, S. (2009). http://www.sahamok.com/. Retrieved May 29, 2015, from 
http://www.sahamok.com/emiten/sektor-keuangan/. 

OK, S. (2009). http://www.sahamok.com/. Retrieved May 29, 2015, from 
http://www.sahamok.com/emiten/sektor-pertambangan/. 

Pallant, J. (2002). SPSS survival manual: A step by step guide to data analysis using. Sydney: Bookhouse. 

Papaioannou, P., Russo, L., Papaioannou, G., I, C., & Siettos. (2013). Can Social Microblogging Be Used To 
Forecast Intraday Exchange Rate? Springer. NETNOMICS. 

Sufren, & Natanael, Y. (2014). Belajar Otodidak SPSS Pasti Bisa. Jakarta: Gramedia. 

Wikipedia. (2015, May 31). https://en.wikipedia.org/. Retrieved 7 11, 2014, from 
https://en.wikipedia.org/wiki/Semantria. 

Yancheng, H. (2010). Event Forecasting Through News Sentiment Analysis. 

Yang, L., Xiangji, H., Aijun, A., & Xiaohui, Y. (2007). ARSA: A Sentiment-Aware Model for Predicting Sales 
Performance Using Blogs. SIGIR 2007 Proceedings.  

 



The 5th Business, Economics and Communications International Conference, 2015 
   

362

 

 

Optimal Investment Portfolio Selection Based On Sector Rotation Strategy 

 

Grandy William Kinsey, Subiakto Soekarno 

School of Business and Management Institut Teknologi Bandung 

grandy.william@sbm-itb.ac.id 

 

ABSTRACT 

The Indonesia economic growth has been getting better over the years motivates both 
domestic and foreign investors to do the investment. One of the best return investment 
instruments in Indonesia is equity fund. Not all sectors of the economy perform well at 
the same time, so sector rotation strategy could be an appropriate option in an attempt to 
beat the market. This research aims to identify the relationship between business cycle 
and selected stocks performance in Indonesia Stock Exchange. Sharpe ratio, holding 
period return, and geometric average return are applied as the proxy to measure the 
effectiveness of sector rotation implementation by comparing with passive strategy. The 
secondary data of this research such as Jakarta Composite Index and Sectoral Index as 
well as Indonesia GDP Growth and Inflation Rate is taken to analyze business cycle 
identification. The author also makes sector choice analysis and selects the stock based on 
LQ45 Index. Portfolio backdated simulation is built after defining the weight of each 
stock in specific business cycle phase. The results proved that sector rotation strategy are 
effective for maximizing investors’ wealth and give superior return in comparison with 
passive strategy. Sector rotation strategy is also possible to be implemented into the real 
investment world. 

 

Keywords: Optimal Portfolio, Investment Strategy, Sector Rotation, Business Cycle, 
Equity Fund 

1. Introduction 

The Indonesia economic growth which has been getting better over the years motivated 
both domestic and foreign investors for investing in equity fund to achieve long-term 
growth through capital gains and dividends. Investors usually use investment strategy to 
select investment portfolio: some of them will decide to maximize expected returns by 
investing in risky assets, others will go for minimizing risk, but most will struggle to hit a 
balance between maximizing their profits from their portfolio and risk they are willing to 
take by diversification. Nevertheless, countless studies show that some of them do not 
trust these rules and expect to have low risk and high return. As a result, they often finish 
up with a “buy-high, sell-low” strategy. 
An active strategy that can be applied to accomplish the excellent return is sector rotation. 
The concept in managing portfolio is implying the money transfer from one industry 
sector to another in an attempt to beat the market. Due not all sectors of the economy 
perform well at the same time, investors take advantages by investing more funds in some 
industries or sectors that are going up and avoiding them that are falling down. Investors 
can predict which corporations will be successful in the coming stages of a business cycle 
by identifying informative signs from aggregate production, trade, and activity over 
several months or years in a market economy. In general, business cycle is categorized 
into the following four basic phases: recession, trough, expansion, and peak. 

 

 

2. Theoretical Foundation 

2.1. Capital Market 

Capital market is investment transfer system from providers (retail and institutional 
investors) to users (businesses, governments and individuals) by using investment 
instruments like equity. Equity security (stock) is an instrument that signifies an 
ownership position in an organization and represents a claim on its proportional share in 
the corporation’s assets and profits. Moreover, capital markets consist of primary markets 
and secondary markets. In primary markets, new stock and bond issues are directly 
allocated to institutions, businesses, or individual investors. In secondary markets, 
existing securities are exchanged in standardized markets such as Indonesia Stock 
Exchange (IDX). 

2.2. Business Cycle 

Business cycle is recognized as the asymmetrical up-and-down movement in economic 
activities that can be measured by real gross domestic product (GDP) and other 
macroeconomic factors. These fluctuations occur along with a long-term growth trend, 
and typically categorized by four phases—recession, trough, expansion, and peak—that 
imitate themselves over a period of time. The business cycle can be a critical determinant 
of equity sector performance over the intermediate term (Stangl, Jacobsen, & 
Visaltanachoti, 2009). 

 

The top of a cycle can be defined as the peak, while the bottom of a cycle is named as 
trough. A recession is commonly known as a decline in real output that lasts for more 
than two consecutive quarters of a year which causes many people are out of a job, while 
an expansion is signed as an upturn that persists at least two consecutive quarters of a 
year which leads business cycle back up to the peak again (Collander, 2004, Pg 495). 

2.3. Sector Rotation 

Sector rotation is an investment plan based on business cycle approach which provides a 
framework for apportioning to sectors showing the strongest performance over a 
particular time period. It is quite popular to improve risk-adjusted returns and automate 
the investing process according to the probability they will outperform or underperform. 
In this context, a sector is recognized as a group of stocks representing companies in 
related lines of business industry. Each stage of business cycle is different, and so are the 
relative performance patterns among equity sectors. However, using a disciplined 
business cycle approach, it is possible to detect key phases in the economy, and to use 
those signals in an effort to achieve active returns from sector allocation (Emsbo-
Mattingly, Hofschire, Litvak, & Lund-Wilde, 2014). 

2.4. Performance Measurement 

Investors require the accurate indicator for measuring the success of their portfolio 
performance. There are three performance measurements in this research such as Sharpe 
ratio, holding period return, and geometric average return. 

 

The Sharpe Ratio (referred to reward-to-volatility ratio) diligently follows Bill Sharpe’s 
work on Capital Asset Pricing Model (CAPM) and by applying total risk to match 
portfolios to the capital market line. This measure will be used for this research to assess 
the portfolio manager on the basis of both rate of return and diversification. Thus, the 
measure is more appropriate for well-diversified portfolios, because it more accurately 
takes into account the risks of the portfolio. 
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The total holding-period return (HPR) of a share of stock depends on its price movement 
over the investment period as well as on any dividend income has provided. It is simple 
and clear measure of investment return over a single period (Bodie, Kane, & Marcus, 
2013, Pg 111). 

 

Geometric average is average compound return per period over multiple periods which is 
overly pessimistic for short horizons. It is very useful in describing the actual historical 
investment experience. 

3. Methodology 

In this research, there are five major steps that have to be taken which are Problem 
Identification, Theoretical Foundation, Data Collection, Data Analysis, and Conclusion 
and Recommendation. 

 

First, the author determines the research problem, research objective, scope and limitation 
as well as writing structure. The author found out that some investors suffer difficulties in 
investing on equity fund in Indonesia capital market. This research aims to identify the 
pattern of relationship between business cycle and selected performance in Indonesia 
Stock Exchange as well as measure the effectiveness of sector rotation strategy 
implementation to investment portfolio by comparing with passive strategy. 

Second, theoretical foundation explains capital market, business cycle, investment 
strategy, stock market indices, return, risk, and performance measurement. In addition, 
previous studies that are related to this research listed to create hypotheses for this 
research. 

 

Third, author constructs research framework and collects the data related to the research 
such as secondary data of Jakarta Composite Index and Sector Index, LQ45 Index, 
Indonesia GDP Growth Rate, Indonesia Inflation GDP Deflator Rate, as well as Historical 
Stock Price and Market Capitalization. 

 

Fourth, the author has to analyze the data into five main steps such as business cycle 
identification, sector choice of business cycle, stock selection in sectoral index, 
investment portfolio construction, and portfolio backdated simulation. 

 

Fifth, last but not least, the author should identify the relationship between business cycle 
and selected stocks performance as well as measure the effectiveness of sector rotation 
strategy implementation to investment portfolio in comparison with passive strategy. 
Furthermore, the author also should give recommendation that will be taken by investors 
in achieving optimal investment portfolio in the future. 

4. Data Analysis 

4.1. Business Cycle Identification 

In applying sector rotation investment strategy, every stage of business cycle must be 
identified first: expansion, peak, recession, or trough. The author uses macroeconomic 
indicators (Indonesia real GDP growth rate) as the guideline to distinguish business cycle 
phases from Q1/2000 to Q4/2014. In addition, there are also other indicators such as 
Indonesia inflation rate and Jakarta Composite Index which could support the author to 
decide business cycle phase. 

 

 

Table 1 Business Cycle Identification by  GDP Growth Rate, Inflation Rate, and 
Jakarta Composite Index 

 

Real GDP 
Growth 

Rate 

Inflation Rate Jakarta 
Composite 

Index 

Business 
Cycle Phases Percentage Category 

Negative 
(2 quarters) 

More than 3% Very High 

Negative 
Recession Between 2% and 

3% 
High 

Between 1% and 
2% 

Medium Peak/Trough 

Positive 
(2 quarters) 

Positive 
Between 0% and 

1% 
Low 

Expansion 

Less than 0% Deflation 

 

Table 2 Business Cycle Identification from Q1/2000 to Q4/2014 

 

Quarterly 
Date 

Jakarta Composite 
Index (%) 

Indonesia Inflation (%) Indonesia GDP (%) 
Business 

Cycle 

Q1/2000  3,147464% Positive Recession 

Q2/2000 -11,69% - 4,16% Very High -0,574924% Negative Trough 

Q3/2000 -18,20% Negative 2,42% 
High 

2,436407% 
Positive 

Expansion 

Q4/2000 -1,19% Positive 2,28% 2,875613% 

Q1/2001 -8,47% Negative 4,45% 
Very High 

-0,712596% Negative 

Q2/2001 14,85% Positive 6,50% 1,022895% Positive 

Q3/2001 -10,31% Negative 0,77% 
Low 

0,020739% Negative 

Q4/2001 -0,11% 
Positive 

0,16% 1,416301% Positive 

Q1/2002 22,89% 1,60% 

Medium 

1,219099% Negative 

Q2/2002 4,82% 
Negative 

1,35% 1,285429% Positive Peak 

Q3/2002 -16,97% 1,69% 1,283531% 
Negative 

Recession 

Q4/2002 1,35% Positive 1,04% 1,081072% 

Q1/2003 -6,34% Negative 3,98% Very High 1,305113% Positive 

Q2/2003 27,01% Positive -1,56% Deflation 1,133864% 

Negative Q3/2003 18,23% 

Negative 

0,92% 
Low 

1,047590% 

Q4/2003 15,77% 0,94% 0,985597% Trough 

Q1/2004 6,33% 3,49% Very High 1,174988% 

Positive Expansion Q2/2004 -0,45% 2,90% 
High 

1,195908% 

Q3/2004 11,98% Positive 2,43% 1,216830% 
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Table 1 Business Cycle Identification by  GDP Growth Rate, Inflation Rate, and 
Jakarta Composite Index 

 

Real GDP 
Growth 

Rate 

Inflation Rate Jakarta 
Composite 

Index 

Business 
Cycle Phases Percentage Category 

Negative 
(2 quarters) 

More than 3% Very High 

Negative 
Recession Between 2% and 

3% 
High 

Between 1% and 
2% 

Medium Peak/Trough 

Positive 
(2 quarters) 

Positive 
Between 0% and 

1% 
Low 

Expansion 

Less than 0% Deflation 

 

Table 2 Business Cycle Identification from Q1/2000 to Q4/2014 

 

Quarterly 
Date 

Jakarta Composite 
Index (%) 

Indonesia Inflation (%) Indonesia GDP (%) 
Business 

Cycle 

Q1/2000  3,147464% Positive Recession 

Q2/2000 -11,69% - 4,16% Very High -0,574924% Negative Trough 

Q3/2000 -18,20% Negative 2,42% 
High 

2,436407% 
Positive 

Expansion 

Q4/2000 -1,19% Positive 2,28% 2,875613% 

Q1/2001 -8,47% Negative 4,45% 
Very High 

-0,712596% Negative 

Q2/2001 14,85% Positive 6,50% 1,022895% Positive 

Q3/2001 -10,31% Negative 0,77% 
Low 

0,020739% Negative 

Q4/2001 -0,11% 
Positive 

0,16% 1,416301% Positive 

Q1/2002 22,89% 1,60% 

Medium 

1,219099% Negative 

Q2/2002 4,82% 
Negative 

1,35% 1,285429% Positive Peak 

Q3/2002 -16,97% 1,69% 1,283531% 
Negative 

Recession 

Q4/2002 1,35% Positive 1,04% 1,081072% 

Q1/2003 -6,34% Negative 3,98% Very High 1,305113% Positive 

Q2/2003 27,01% Positive -1,56% Deflation 1,133864% 

Negative Q3/2003 18,23% 

Negative 

0,92% 
Low 

1,047590% 

Q4/2003 15,77% 0,94% 0,985597% Trough 

Q1/2004 6,33% 3,49% Very High 1,174988% 

Positive Expansion Q2/2004 -0,45% 2,90% 
High 

1,195908% 

Q3/2004 11,98% Positive 2,43% 1,216830% 



The 5th Business, Economics and Communications International Conference, 2015 
   

366

 

Q4/2004 21,96% 2,33% 2,814066% 

Q1/2005 7,99% 

Negative 

3,12% 

Very High 

0,811018% Negative 

Q2/2005 3,91% 3,69% 1,145210% Positive 

Q3/2005 -3,84% 3,08% 1,101902% Negative 

Q4/2005 7,72% 
Positive 

9,57% 1,421165% Positive Peak 

Q1/2006 13,79% 0,80% Low 1,321219% Negative 

Negative 

Recession 

Q2/2006 -0,96% Negative 1,34% Medium 1,276789% Trough 

Q3/2006 17,12% 
Positive 

3,00% 
Very High 

1,611895% Positive 

Expansion Q4/2006 17,65% 3,20% 1,594384% Negative 

Q1/2007 1,41% Negative 2,82% High 1,626360% 
Positive 

Q2/2007 16,84% Positive 1,61% Medium 1,666702% Peak 

Q3/2007 10,28% Negative 2,93% High 1,576563% 
Negative 

Recession 

Q4/2007 16,39% Positive 4,33% 

Very High 

0,866016% 

Q1/2008 -10,87% Negative 6,18% 2,074667% Positive 

Q2/2008 -4,01% Positive 4,45% 1,483493% Negative 

Q3/2008 -21,99% 
Negative 

3,99% 1,526719% Positive 

Q4/2008 -26,04% 1,69% Medium 0,343023% Negative 

Q1/2009 5,80% 
Positive 

-0,72% Deflation 1,401183% Positive 

Q2/2009 41,33% 1,54% 
Medium 

0,765688% Negative Trough 

Q3/2009 21,75% 
Negative 

1,04% 1,712660% Positive 

Expansion 

Q4/2009 2,71% 2,78% 
High 

1,596191% Negative 

Q1/2010 9,59% Positive 2,19% 1,653744% Positive 

Q2/2010 4,91% Negative 1,63% Medium 1,565582% 
Negative 

Q3/2010 20,17% Positive 0,50% Low 1,514722% 

Q4/2010 5,78% 
Negative 

2,06% 
High 

1,594368% Positive Peak 

Q1/2011 -0,67% 2,91% 1,483304% 
Negative 

Recession 

Q2/2011 5,71% Positive 0,94% Low 1,451684% 

Q3/2011 -8,73% Negative 2,38% High 1,491991% Positive 

Q4/2011 7,69% 
Positive 

1,06% 
Medium 

1,483432% Negative 

Q1/2012 7,84% 1,19% 1,538727% Positive 

Q2/2012 -4,03% Negative 0,90% Low 1,467214% 

Negative Q3/2012 7,76% Positive -0,89% Deflation 1,394951% 

Q4/2012 1,27% Negative 0,45% Low 1,365970% 

Q1/2013 14,46% Positive 1,97% 
Medium 

1,397780% Positive 

Q2/2013 -2,47% Negative 1,01% 1,349621% Negative 

 

Q3/2013 -10,43% 2,36% 
High 

1,302850% 

Q4/2013 -0,97% 
Positive 

2,29% 1,270813% 

Q1/2014 11,56% 0,62% Low 1,166115% 

Q2/2014 2,31% Negative 1,06% 

Medium 

1,212047% Positive 

Q3/2014 5,31% Positive 1,02% 1,211799% Negative 

Q4/2014 1,74% Negative 1,03% 1,244334% Positive 

 

4.2. Sector Choice of Business Cycle 

Previous studies proved that there are some sectors that perform better than the others in 
specified business cycle phase. In this section, the author summary the sectoral index 
performance analysis from Q1/2000 to Q4/2007 by comparing with Jakarta Composite 
Index. Then, the assessment analysis is conducted by scoring the rank position and 
chooses three best sectors to be picked out into portfolio. 

 

In the recession phase, three sectors which are better than the others are JKMING, 
JKPROP, and JKBIND. The investment portfolios that will be offered by this analysis are 
from Mining sector, Property sector, as well as Basic Industry and Chemicals sector. 
Based on selected trough phase, the author can conclude that top 3 sectors are JKMING, 
JKCONS, and JKINFA. As a result, the investment portfolio will be created from Mining 
sector, Consumer Goods Industry sector, and Infrastructure, Utilities & Transportation 
sector. The first-three ranked sectors in expansion phase are achieved by JKAGRI, 
JKFINA, JKMING, and JKINFA. The portfolio in this phase consists of Agriculture 
sector, Finance sector, Mining sector, and Infrastructure, Utilities & Transportation 
sector. In the peak phase, three sectors that have higher growth than the others are 
JKBIND, JKTRAD, and JKAGRI. So, the portfolio will be made of Basic Industry and 
Chemicals sector, Trade, Services & Investment sector and Agriculture sector.  
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JKPROP, and JKBIND. The investment portfolios that will be offered by this analysis are 
from Mining sector, Property sector, as well as Basic Industry and Chemicals sector. 
Based on selected trough phase, the author can conclude that top 3 sectors are JKMING, 
JKCONS, and JKINFA. As a result, the investment portfolio will be created from Mining 
sector, Consumer Goods Industry sector, and Infrastructure, Utilities & Transportation 
sector. The first-three ranked sectors in expansion phase are achieved by JKAGRI, 
JKFINA, JKMING, and JKINFA. The portfolio in this phase consists of Agriculture 
sector, Finance sector, Mining sector, and Infrastructure, Utilities & Transportation 
sector. In the peak phase, three sectors that have higher growth than the others are 
JKBIND, JKTRAD, and JKAGRI. So, the portfolio will be made of Basic Industry and 
Chemicals sector, Trade, Services & Investment sector and Agriculture sector.  
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Table 3 Sector Choice of Business Cycle Summary 

 

 
Sector Choice of Business Cycle 

 
Recession Trough Expansion Peak 

JKAGRI 
  

  

JKMING    
 

JKBIND  
  

 

JKMISC 
    

JKCONS 
 

 
  

JKPROP  
   

JKINFA 
 

  
 

JKFINA 
  

 
 

JKTRAD 
   

 

 
4.3. Stock Selection in Sectoral Indices 

This section describes stock selection based on LQ45 Index in period of August 2007 
until January 2008, which captures the liquidity performance of TOP 45 listed companies. 
This index also covers at least 70% of the stock market capitalization and transaction 
values in the Indonesia Stock Market. Then, the author will choose some stocks based on 
sufficient historical stock price, largest market capitalization, and positive annual growth 
in simulation period to construct investment portfolio. 

 

Table 4 Stock Selection in Sectoral Indices Summary 

 

Sector Stocks from LQ45, August 2007 – January 2008 Stock Selection 

JKAGRI AALI, CPRO, LSIP, UNSP AALI, LSIP 

JKMING ANTM, BUMI, ENRG, INCO, MEDC, PTBA, TINS PTBA 

JKBIND BRPT, INKP, SMCB, SULI SMCB, INKP 

JKMISC ASII ASII 

JKCONS INDF, KLBF, TSPC INDF, KLBF 

JKPROP ADHI, CTRA, CTRS, ELTY, KIJA, TOTL 
CTRA, KIJA, 

ADHI 

JKINFA BLTA, BTEL, CMNP, ISAT, PGAS, TLKM, TRUB TLKM, PGAS 

JKFINA 
BBCA, BBKP, BBRI, BDMN, BNBR, BNGA, BNII, BMRI, 
PNBN, PNLF 

BBRI, BBCA, 
BMRI 

JKTRAD BHIT, BMTR, UNTR UNTR, BHIT 

 

 
4.4. Investment Portfolio Construction 

The goal of this part is to achieve Sharpe ratio optimization by using three methods such 
as optimal portfolio by Solver, modified optimal portfolio by Solver, and balance weight. 
For determining optimal portfolio, the investment portfolio construction is guided by 
evaluating the past performance of stock selection. The author will use available data of 
historical stock price (September 2004 to December 2007) to define portfolio’s monthly 
return for each business cycle phase. Then, the desired weight of every stock will be 
created by Solver for investment portfolio on backdated simulation in order to maximize 
Sharpe ratio. 

 

The modified optimal portfolio by Solver method is quite similar with previous method, 
but the author will create additional modification in order to construct investment 
portfolio such as the minimum proportion with the amount of stock selection for each 
business cycle phase is 90%. Because the number of stock selection in recession phase 
and peak phase is six, so the author create minimum weight of each stock is 15%. 
Furthermore, the minimum weight of each stock for trough phase is 18% (90% divided by 
five stocks), while minimum weight of each stock for expansion phase is 11.25% (90% 
divided by eight stocks). 

 

For balance weight method, the investment portfolio is constructed by allocating the 
proportion with the amount of stock selection for each business cycle phase. The weight 
of each stock in recession phase and peak phase are 16.67% (100% divided by six 
stocks). In addition, the weight of each stock in trough phase is 20% (100% divided by 
five stocks), while the weight of each stock in expansion phase is 12.5% (100% divided 
by eight stocks). 

 

Table 5 Optimal Portfolio by Solver 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



The 5th Business, Economics and Communications International Conference, 2015 

369

 

 
4.4. Investment Portfolio Construction 

The goal of this part is to achieve Sharpe ratio optimization by using three methods such 
as optimal portfolio by Solver, modified optimal portfolio by Solver, and balance weight. 
For determining optimal portfolio, the investment portfolio construction is guided by 
evaluating the past performance of stock selection. The author will use available data of 
historical stock price (September 2004 to December 2007) to define portfolio’s monthly 
return for each business cycle phase. Then, the desired weight of every stock will be 
created by Solver for investment portfolio on backdated simulation in order to maximize 
Sharpe ratio. 

 

The modified optimal portfolio by Solver method is quite similar with previous method, 
but the author will create additional modification in order to construct investment 
portfolio such as the minimum proportion with the amount of stock selection for each 
business cycle phase is 90%. Because the number of stock selection in recession phase 
and peak phase is six, so the author create minimum weight of each stock is 15%. 
Furthermore, the minimum weight of each stock for trough phase is 18% (90% divided by 
five stocks), while minimum weight of each stock for expansion phase is 11.25% (90% 
divided by eight stocks). 

 

For balance weight method, the investment portfolio is constructed by allocating the 
proportion with the amount of stock selection for each business cycle phase. The weight 
of each stock in recession phase and peak phase are 16.67% (100% divided by six 
stocks). In addition, the weight of each stock in trough phase is 20% (100% divided by 
five stocks), while the weight of each stock in expansion phase is 12.5% (100% divided 
by eight stocks). 

 

Table 5 Optimal Portfolio by Solver 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



The 5th Business, Economics and Communications International Conference, 2015 
   

370

 

Table 6 Modified Portfolio by Solver 

 

 

 

 

Table 7 Balance Weight Method 

 

 

 

 

 

 

4.3. Portfolio Backdated Simulation 

The author will start portfolio simulation with the amount of Rp 100,000,000 as 
investment capital from Q1/2008 to Q4/2014 in order to generate higher ending 
investment value by using several method based on sector rotation strategy as guideline 
such as optimal portfolio by Solver, modified optimal portfolio by Solver, and balance 
weight. With the same initial fund of Rp 100,000,000, the author also simulates passive 
strategy by investing in Jakarta Composite Index. 

 

The ending value of portfolio backdated simulation with optimal portfolio by Solver was 
Rp 100,729,005.58 less than passive strategy. Nevertheless, the ending value of modified 
portfolio by Solver was Rp 117,421,654.57 more than passive strategy and the ending 
value of portfolio backdated simulation with balance weight was Rp 154,247,997.19 more 
than passive strategy. 

 

 

Table 8 Portfolio Backdated Simulation Summary 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

4.4. Optimal Investment Portfolio Based On Sector Rotation Strategy 

A strict model of optimal portfolio selection which is expressing diversification principles 
has been published by Harry Markowitz in his 1990 Nobel Prize in Economics. His 
pattern is specifically step one of portfolio management: the recognition of the efficient 
frontier of risky assets (Bodie, Kane, & Marcus, 2011, Pg 239). The essential concept of 
his theory explains the two equivalent methods of defining the best risk-return 
combinations: highest expected return for any risk level or lowest standard deviation for 
any target expected return. For that reason, optimal portfolio can be generated by 
investment mockup to achieve certain optimizations, whether to maximize return, to 
minimize risk, or else to maximize Sharpe ratio (Dharma & Soekarno, 2014). 
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Table 9 Strategy Performance Measurement 

 

 

 

 

 

 

 

The table above shows that sector rotation strategy with balance weight method has the 
highest holding period return (267.83%), geometric average return (20.45%), and Sharpe 
ratio (0.5126) in comparison with other strategies. The second rank is achieved by sector 
rotation strategy based on modified portfolio by Solver with holding period return 231%, 
geometric average return 18.65%, and Sharpe ratio 0.4758. In addition, the third rank is 
accomplished by passive strategy by investing in Jakarta Composite Index with holding 
period return 113.58%, geometric average return 11.45%, and Sharpe ratio 0.36. 
Nevertheless, optimal portfolio by Solver gives the lowest holding period return 
(12.85%), geometric average return (1.74%), and Sharpe ratio (0.0509). In these scenario, 
the author learned that insufficient historical data (September 2004 to December 2007) 
cannot forecast the future Sharpe ratio (Q1/2008 to Q4/2014) accurately although the 
result is still positive and not too bad for being considered. It would be better for dividing 
the portfolio weight equally in attempt to beat the passive strategy. In summarized, it was 
proved that sector rotation strategy based on modified portfolio by Solver and balance 
weight are effective for maximizing investors’ wealth and give superior return in 
comparison with passive strategy. 

 

5. Conclusion and Recommendation 

5.1. Conclusion 

Equity fund performance in Indonesia which achieves long-term growth through capital 
gains and dividends is vary based on four basic business cycle phases such as peak, 
recession, trough, and expansion. Due not all sectors of the economy perform well at the 
same time, investors apply sector rotation strategy by investing more funds in some 
industries or sectors that are going up and avoiding them that are falling down. This study 
captures the pattern relationship between business cycle and particular stocks in Indonesia 
Stock Exchange as well as formulates investment portfolio optimization by maximizing 
Sharpe ratio. 

 

Based on careful analysis, recession phase generated the largest negative return 
(Q1/2008-Q1/2009) among other phases by using all methods. Expansion phase produced 
relatively higher return (Q3/2009-Q3/2010) than other phases by using optimal portfolio 
by Solver method and passive strategy method, while recession phase produced relatively 
higher return (Q1/2011-Q4/2014) than other phases by using modified portfolio by Solver 
method and balance weight method. 

 

 

 

Figure 1 Strategy Performance Comparison 

 

For measuring the effectiveness of strategy implementation to investment portfolio, the 
author use Sharpe ratio and additional indicators such as holding period return and 
geometric average return. By assuming some research limitations, sector rotation strategy 
with balance weight method has the best result in comparison with other strategies. 
Nevertheless, optimal portfolio by Solver which gives the lowest result than the others 
indicates insufficient historical data cannot forecast the future performance precisely 
although the result is still positive and not too bad for being counted. 

 

In summarized, it was proved that sector rotation strategy based on modified portfolio by 
Solver and balance weight are effective for maximizing investors’ wealth as well as give 
superior return in comparison with passive strategy. The author also concludes that sector 
rotation strategy is possible to be implemented into the real investment world. 

 

5.2. Recommendation 

The author recommended for the investors to consider using sector rotation investment 
strategy in optimizing their investment portfolio. Balance weight method is preferred than 
modified portfolio by Solver method because it generates higher ending investment and 
risk adjusted return. Nonetheless, investors should rethink about all assumptions in this 
research to be implemented in the real investment world such as sufficient historical 
market price, positive annual growth expectation, transaction fee, lot size, and so forth. 
The investors should also make careful decision in analyzing business cycle phase, sector 
choice, stock selection, and investment portfolio construction by keep updating the 
information regularly. For further research, the author recommended to keep using sector 
rotation investment strategy in future period and assess its performance whether the 
strategy will be still effective and feasible to apply or not. 
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APPENDIX 

1. Stock Selection in Sectoral Indices 

2007 2014

AALI           1,574,745,000  Rp      28,000  Rp       44,092,860,000,000 59%  Rp          23,157  Rp          23,760 0.37%

CPRO         18,346,072,084  Rp           430  Rp        7,888,810,996,120 10%  Rp               430  Rp               103 -18.47%

LSIP           1,364,572,793  Rp      10,650  Rp       14,532,700,245,450 19%  Rp            1,632  Rp            1,829 1.64%

UNSP           3,787,875,000  Rp        2,275  Rp        8,617,415,625,000 11%  Rp            2,163  Rp                 50 -41.62%

ANTM           9,538,459,750  Rp        4,475  Rp      42,684,607,381,250 13%  Rp            3,788  Rp            1,065 -16.58%

BUMI         19,404,000,000  Rp        6,000  Rp    116,424,000,000,000 35%  Rp            5,648  Rp                 80 -45.56%

ENRG         14,400,813,372  Rp        1,490  Rp      21,457,211,924,280 6%  Rp            1,470  Rp               100 -31.89%

INCO              993,633,872  Rp      96,250  Rp      95,637,260,180,000 29%  Rp            8,759  Rp            3,625 -11.84%

MEDC           3,332,451,450  Rp        5,150  Rp      17,162,124,967,500 5%  Rp            4,792  Rp            3,800 -3.26%

PTBA           2,304,131,850  Rp      12,000  Rp       27,649,582,200,000 8%  Rp            9,613  Rp          12,134 3.38%

TINS              503,302,000  Rp      28,700  Rp      14,444,767,400,000 4%  Rp            1,483  Rp            1,197 -3.02%

BRPT           2,617,459,794  Rp        2,800  Rp        7,328,887,423,200 25%  Rp            2,800  Rp               303 -27.22%

INKP           5,470,982,941  Rp           840  Rp         4,595,625,670,440 16%  Rp               820  Rp            1,045 3.52%

SMCB           7,662,900,000  Rp        1,750  Rp       13,410,075,000,000 46%  Rp            1,569  Rp            2,185 4.85%

SULI           1,228,465,988  Rp        3,225  Rp        3,961,802,811,300 14%  Rp            2,221  Rp                 62 -40.02%

JKMISC ASII           4,048,355,314  Rp      27,300  Rp     110,520,100,072,200 100%  Rp            1,054  Rp            7,271 31.77%  ASII 

INDF           9,444,189,000  Rp        2,575  Rp       24,318,786,675,000 60%  Rp            2,214  Rp            6,539 16.73%

KLBF         10,156,014,422  Rp        1,260  Rp       12,796,578,171,720 32%  Rp               179  Rp            1,811 39.20%

TSPC           4,500,000,000  Rp           750  Rp        3,375,000,000,000 8%  Rp               643  Rp            2,865 23.80%

ADHI           1,801,320,000  Rp        1,360  Rp         2,449,795,200,000 9%  Rp            1,166  Rp            3,438 16.70%

CTRA           6,540,596,675  Rp           890  Rp         5,821,131,040,750 21%  Rp               416  Rp            1,250 17.04%

CTRS           1,978,864,834  Rp           980  Rp        1,939,287,537,320 7%  Rp               931  Rp            2,960 17.97%

ELTY         19,621,889,800  Rp           620  Rp      12,165,571,676,000 45%  Rp               616  Rp                 50 -30.15%

KIJA         13,780,872,551  Rp           230  Rp         3,169,600,686,730 12%  Rp               225  Rp               295 3.93%

TOTL           2,750,000,000  Rp           590  Rp        1,622,500,000,000 6%  Rp               384  Rp            1,120 16.53%

BLTA           4,159,010,436  Rp        2,650  Rp      11,021,377,655,400 3%  Rp            2,166  Rp               196 -29.05%

BTEL         18,953,676,867  Rp           420  Rp        7,960,544,284,140 2%  Rp               420  Rp                 50 -26.22%

CMNP           2,000,000,000  Rp        2,200  Rp        4,400,000,000,000 1%  Rp            1,698  Rp            2,368 4.86%

ISAT           5,433,933,500  Rp        8,650  Rp      47,003,524,775,000 13%  Rp            8,217  Rp            4,050 -9.61%

PGAS           4,539,885,805  Rp      15,350  Rp       69,687,247,106,750 19%  Rp            2,477  Rp            5,818 12.97%

TLKM         20,159,999,280  Rp      10,150  Rp     204,623,992,692,000 56%  Rp               836  Rp            2,791 18.80%

TRUB         13,978,021,380  Rp        1,420  Rp      19,848,790,359,600 5%  Rp            1,420  Rp                 50 -38.00%

BBCA         12,209,745,560  Rp        7,300  Rp       89,131,142,588,000 26%  Rp            3,386  Rp          13,039 21.24%

BBKP           5,656,086,993  Rp           560  Rp        3,167,408,716,080 1%  Rp               428  Rp               750 8.34%

BBRI         12,199,082,450  Rp        7,400  Rp       90,273,210,130,000 26%  Rp            3,186  Rp          11,388 19.96%

BDMN           4,982,478,180  Rp        8,000  Rp      39,859,825,440,000 12%  Rp            7,162  Rp            4,525 -6.35%

BNBR         26,970,278,400  Rp           290  Rp        7,821,380,736,000 2%  Rp               580  Rp                 50 -29.54%

BNGA         12,241,252,704  Rp           900  Rp      11,017,127,433,600 3%  Rp               850  Rp               835 -0.25%

BNII         48,161,976,731  Rp           285  Rp      13,726,163,368,335 4%  Rp               271  Rp               208 -3.72%

BMRI         20,602,715,174  Rp        3,500  Rp       72,109,503,109,000 21%  Rp            3,075  Rp          10,587 19.32%

PNBN         19,954,626,884  Rp           680  Rp      13,569,146,281,120 4%  Rp               680  Rp            1,165 7.99%

PNLF         24,031,011,185  Rp           195  Rp        4,686,047,181,075 1%  Rp               195  Rp               299 6.30%

BHIT           7,236,259,371  Rp        1,050  Rp         7,598,072,339,550 14%  Rp                 63  Rp               289 24.25%

BMTR         13,745,734,550  Rp        1,050  Rp       14,433,021,277,500 27%  Rp            1,117  Rp            1,425 3.54%

UNTR           2,851,609,100  Rp      10,900  Rp      31,082,539,190,000 59%  Rp            8,979  Rp          16,920 9.47%
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APPENDIX 

1. Stock Selection in Sectoral Indices 

2007 2014

AALI           1,574,745,000  Rp      28,000  Rp       44,092,860,000,000 59%  Rp          23,157  Rp          23,760 0.37%

CPRO         18,346,072,084  Rp           430  Rp        7,888,810,996,120 10%  Rp               430  Rp               103 -18.47%

LSIP           1,364,572,793  Rp      10,650  Rp       14,532,700,245,450 19%  Rp            1,632  Rp            1,829 1.64%

UNSP           3,787,875,000  Rp        2,275  Rp        8,617,415,625,000 11%  Rp            2,163  Rp                 50 -41.62%

ANTM           9,538,459,750  Rp        4,475  Rp      42,684,607,381,250 13%  Rp            3,788  Rp            1,065 -16.58%

BUMI         19,404,000,000  Rp        6,000  Rp    116,424,000,000,000 35%  Rp            5,648  Rp                 80 -45.56%

ENRG         14,400,813,372  Rp        1,490  Rp      21,457,211,924,280 6%  Rp            1,470  Rp               100 -31.89%

INCO              993,633,872  Rp      96,250  Rp      95,637,260,180,000 29%  Rp            8,759  Rp            3,625 -11.84%

MEDC           3,332,451,450  Rp        5,150  Rp      17,162,124,967,500 5%  Rp            4,792  Rp            3,800 -3.26%

PTBA           2,304,131,850  Rp      12,000  Rp       27,649,582,200,000 8%  Rp            9,613  Rp          12,134 3.38%

TINS              503,302,000  Rp      28,700  Rp      14,444,767,400,000 4%  Rp            1,483  Rp            1,197 -3.02%

BRPT           2,617,459,794  Rp        2,800  Rp        7,328,887,423,200 25%  Rp            2,800  Rp               303 -27.22%

INKP           5,470,982,941  Rp           840  Rp         4,595,625,670,440 16%  Rp               820  Rp            1,045 3.52%

SMCB           7,662,900,000  Rp        1,750  Rp       13,410,075,000,000 46%  Rp            1,569  Rp            2,185 4.85%

SULI           1,228,465,988  Rp        3,225  Rp        3,961,802,811,300 14%  Rp            2,221  Rp                 62 -40.02%

JKMISC ASII           4,048,355,314  Rp      27,300  Rp     110,520,100,072,200 100%  Rp            1,054  Rp            7,271 31.77%  ASII 

INDF           9,444,189,000  Rp        2,575  Rp       24,318,786,675,000 60%  Rp            2,214  Rp            6,539 16.73%

KLBF         10,156,014,422  Rp        1,260  Rp       12,796,578,171,720 32%  Rp               179  Rp            1,811 39.20%

TSPC           4,500,000,000  Rp           750  Rp        3,375,000,000,000 8%  Rp               643  Rp            2,865 23.80%

ADHI           1,801,320,000  Rp        1,360  Rp         2,449,795,200,000 9%  Rp            1,166  Rp            3,438 16.70%

CTRA           6,540,596,675  Rp           890  Rp         5,821,131,040,750 21%  Rp               416  Rp            1,250 17.04%

CTRS           1,978,864,834  Rp           980  Rp        1,939,287,537,320 7%  Rp               931  Rp            2,960 17.97%

ELTY         19,621,889,800  Rp           620  Rp      12,165,571,676,000 45%  Rp               616  Rp                 50 -30.15%

KIJA         13,780,872,551  Rp           230  Rp         3,169,600,686,730 12%  Rp               225  Rp               295 3.93%

TOTL           2,750,000,000  Rp           590  Rp        1,622,500,000,000 6%  Rp               384  Rp            1,120 16.53%

BLTA           4,159,010,436  Rp        2,650  Rp      11,021,377,655,400 3%  Rp            2,166  Rp               196 -29.05%

BTEL         18,953,676,867  Rp           420  Rp        7,960,544,284,140 2%  Rp               420  Rp                 50 -26.22%

CMNP           2,000,000,000  Rp        2,200  Rp        4,400,000,000,000 1%  Rp            1,698  Rp            2,368 4.86%

ISAT           5,433,933,500  Rp        8,650  Rp      47,003,524,775,000 13%  Rp            8,217  Rp            4,050 -9.61%

PGAS           4,539,885,805  Rp      15,350  Rp       69,687,247,106,750 19%  Rp            2,477  Rp            5,818 12.97%

TLKM         20,159,999,280  Rp      10,150  Rp     204,623,992,692,000 56%  Rp               836  Rp            2,791 18.80%

TRUB         13,978,021,380  Rp        1,420  Rp      19,848,790,359,600 5%  Rp            1,420  Rp                 50 -38.00%

BBCA         12,209,745,560  Rp        7,300  Rp       89,131,142,588,000 26%  Rp            3,386  Rp          13,039 21.24%

BBKP           5,656,086,993  Rp           560  Rp        3,167,408,716,080 1%  Rp               428  Rp               750 8.34%

BBRI         12,199,082,450  Rp        7,400  Rp       90,273,210,130,000 26%  Rp            3,186  Rp          11,388 19.96%

BDMN           4,982,478,180  Rp        8,000  Rp      39,859,825,440,000 12%  Rp            7,162  Rp            4,525 -6.35%

BNBR         26,970,278,400  Rp           290  Rp        7,821,380,736,000 2%  Rp               580  Rp                 50 -29.54%

BNGA         12,241,252,704  Rp           900  Rp      11,017,127,433,600 3%  Rp               850  Rp               835 -0.25%

BNII         48,161,976,731  Rp           285  Rp      13,726,163,368,335 4%  Rp               271  Rp               208 -3.72%

BMRI         20,602,715,174  Rp        3,500  Rp       72,109,503,109,000 21%  Rp            3,075  Rp          10,587 19.32%

PNBN         19,954,626,884  Rp           680  Rp      13,569,146,281,120 4%  Rp               680  Rp            1,165 7.99%

PNLF         24,031,011,185  Rp           195  Rp        4,686,047,181,075 1%  Rp               195  Rp               299 6.30%

BHIT           7,236,259,371  Rp        1,050  Rp         7,598,072,339,550 14%  Rp                 63  Rp               289 24.25%

BMTR         13,745,734,550  Rp        1,050  Rp       14,433,021,277,500 27%  Rp            1,117  Rp            1,425 3.54%

UNTR           2,851,609,100  Rp      10,900  Rp      31,082,539,190,000 59%  Rp            8,979  Rp          16,920 9.47%
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2. Portfolio Backdated Simulation: Optimal Portfolio by Solver Method 

Sector Stock Weight
 Beginning 

Price 
 Initial Investment # of Share

 Ending 
Price 

 Ending Investment 

 JKMING PTBA 0.00%  Rp   8,050.70  Rp                        -                     -  Rp  5,407.18  Rp                        -   
SMCB 83.25%  Rp   1,075.74  Rp       83,245,335.92      77,384.25  Rp    493.05  Rp       38,154,305.76 
INKP 0.00%  Rp     907.96  Rp                        -                     -  Rp    868.91  Rp                        -   
CTRA 0.00%  Rp     256.81  Rp                        -                     -  Rp    168.09  Rp                        -   
KIJA 16.75%  Rp     133.15  Rp       16,754,667.25     125,837.47  Rp      48.95  Rp         6,159,819.49 
ADHI 0.00% 668.96Rp       Rp                        -                     - 235.85Rp      Rp                        -   

100.00% Total Fund 100,000,003.17Rp  Decrease -55.69% 44,314,125.25Rp    

JKMING PTBA 38.72%  Rp   5,407.18  Rp       17,158,116.05        3,173.21  Rp  9,292.35  Rp       29,486,575.20 
INDF 0.00%  Rp     808.31  Rp                        -                     -  Rp  1,625.21  Rp                        -   
KLBF 0.00%  Rp       89.43  Rp                        -                     -  Rp    145.68  Rp                        -   
TLKM 61.28%  Rp     631.04  Rp       27,156,008.52      43,033.74  Rp    626.86  Rp       26,976,127.50 
PGAS 0.00% 1,734.85Rp    Rp                        -                     - 2,541.76Rp   Rp                        -   

100.00% Total Fund 44,314,124.57Rp    Increase 27.41% 56,462,702.71Rp    

AALI 40.33%  Rp 13,935.63  Rp       22,770,181.21        1,633.95  Rp17,448.13  Rp       28,509,445.35 
LSIP 0.00%  Rp     919.30  Rp                        -                     -  Rp  1,683.02  Rp                        -   

JKMING PTBA 2.4%  Rp   9,292.35  Rp         1,354,649.65           145.78  Rp15,955.18  Rp         2,325,964.80 
TLKM 23.8%  Rp     626.86  Rp       13,459,137.40      21,470.72  Rp    894.79  Rp       19,211,788.21 
PGAS 24.2%  Rp   2,541.76  Rp       13,658,734.22        5,373.73  Rp  3,209.84  Rp       17,248,816.35 
BBRI 4.22%  Rp   2,712.00  Rp         2,381,978.81           878.31  Rp  4,464.15  Rp         3,920,911.02 
BBCA 5.03% 3,269.57Rp    Rp         2,838,021.54           868.01 6,281.84Rp   Rp         5,452,703.94 
BMRI 0.00% 2,789.26Rp    Rp                        -                     - 6,427.36Rp   Rp                        -   

100.00% Total Fund 56,462,702.83Rp    Increase 35.79% 76,669,629.68Rp    

AALI 0.00%  Rp 17,448.13  Rp                        -                     -  Rp22,222.15  Rp                        -   
LSIP 55.17%  Rp   1,683.02  Rp       42,302,466.29      25,134.86  Rp  2,195.61  Rp       55,186,342.42 

SMCB 34.62%  Rp   2,173.90  Rp       26,539,433.66      12,208.21  Rp  2,017.02  Rp       24,624,209.25 
INKP 10.21%  Rp   2,269.91  Rp         7,827,730.14        3,448.48  Rp  1,601.14  Rp         5,521,492.85 
UNTR 0.00%  Rp 17,111.46  Rp                        -                     -  Rp20,047.72  Rp                        -   
BHIT 0.00%  Rp     111.74  Rp                        -                     -  Rp    157.02  Rp                        -   

100.00% Total Fund 76,669,630.09Rp    Increase 11.30% 85,332,044.52Rp    

JKMING PTBA 0.00%  Rp 18,885.47  Rp                        -                     -  Rp12,133.67  Rp                        -   
SMCB 83.25%  Rp   2,017.02  Rp       71,034,947.10      35,217.77  Rp  2,185.00  Rp       76,950,828.16 
INKP 0.00%  Rp   1,601.14  Rp                        -                     -  Rp  1,045.00  Rp                        -   
CTRA 0.00%  Rp     326.85  Rp                        -                     -  Rp  1,250.00  Rp                        -   
KIJA 16.75%  Rp     117.48  Rp       14,297,100.11     121,696.40  Rp    295.00  Rp       35,900,438.40 
ADHI 0.00% 811.91Rp       Rp                        -                     - 3,438.47Rp   Rp                        -   

100.00% Total Fund 85,332,047.22Rp    Increase 32.25% 112,851,266.56Rp  
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3. Portfolio Backdated Simulation: Modified Optimal Portfolio by Solver Method 

Sector Stock Weight
 Beginning 

Price 
 Initial Investment # of Share

 Ending 
Price 

 Ending Investment 

 JKMING PTBA 15.00%  Rp   8,050.70  Rp       15,000,000.00        1,863.19  Rp  5,407.18  Rp       10,074,614.63 
SMCB 25.00%  Rp   1,075.74  Rp       25,000,000.26      23,239.82  Rp    493.05  Rp       11,458,391.55 
INKP 15.00%  Rp     907.96  Rp       15,000,000.00      16,520.55  Rp    868.91  Rp       14,354,872.46 
CTRA 15.00%  Rp     256.81  Rp       15,000,000.00      58,408.94  Rp    168.09  Rp         9,817,958.80 
KIJA 15.00%  Rp     133.15  Rp       15,000,000.00     112,658.88  Rp      48.95  Rp         5,514,719.63 
ADHI 15.00% 668.96Rp       Rp       15,000,000.00      22,422.87 235.85Rp      Rp         5,288,432.79 

100.00% Total Fund 100,000,000.26Rp  Decrease -43.49% 56,508,989.87Rp    

JKMING PTBA 28.00%  Rp   5,407.18  Rp       15,822,515.91        2,926.20  Rp  9,292.35  Rp       27,191,318.90 
INDF 18.00%  Rp     808.31  Rp       10,171,618.18      12,583.81  Rp  1,625.21  Rp       20,451,331.27 
KLBF 18.00%  Rp       89.43  Rp       10,171,618.18     113,738.32  Rp    145.68  Rp       16,569,398.81 
TLKM 18.00%  Rp     631.04  Rp       10,171,618.18      16,118.82  Rp    626.86  Rp       10,104,241.52 
PGAS 18.00% 1,734.85Rp    Rp       10,171,618.18        5,863.11 2,541.76Rp   Rp       14,902,621.10 

100.00% Total Fund 56,508,988.62Rp    Increase 57.88% 89,218,911.61Rp    

AALI 21.25%  Rp 13,935.63  Rp       18,959,019.31        1,360.47  Rp17,448.13  Rp       23,737,673.40 
LSIP 11.25%  Rp     919.30  Rp       10,037,127.56      10,918.23  Rp  1,683.02  Rp       18,375,597.11 

JKMING PTBA 11.3%  Rp   9,292.35  Rp       10,037,127.56        1,080.15  Rp15,955.18  Rp       17,233,980.30 
TLKM 11.3%  Rp     626.86  Rp       10,037,127.56      16,011.75  Rp    894.79  Rp       14,327,156.57 
PGAS 11.3%  Rp   2,541.76  Rp       10,037,127.56        3,948.89  Rp  3,209.84  Rp       12,675,301.17 
BBRI 11.25%  Rp   2,712.00  Rp       10,037,127.56        3,701.01  Rp  4,464.15  Rp       16,521,844.76 
BBCA 11.25% 3,269.57Rp    Rp       10,037,127.56        3,069.86 6,281.84Rp   Rp       19,284,379.71 
BMRI 11.25% 2,789.26Rp    Rp       10,037,127.56        3,598.49 6,427.36Rp   Rp       23,128,814.96 

100.00% Total Fund 89,218,912.20Rp    Increase 62.84% 145,284,747.98Rp  

AALI 15.00%  Rp 17,448.13  Rp       21,792,712.20        1,249.00  Rp22,222.15  Rp       27,755,462.58 
LSIP 15.00%  Rp   1,683.02  Rp       21,792,712.20      12,948.58  Rp  2,195.61  Rp       28,430,022.71 

SMCB 25.00%  Rp   2,173.90  Rp       36,321,187.16      16,707.85  Rp  2,017.02  Rp       33,700,060.23 
INKP 15.00%  Rp   2,269.91  Rp       21,792,712.20        9,600.69  Rp  1,601.14  Rp       15,372,055.81 
UNTR 15.00%  Rp 17,111.46  Rp       21,792,712.20        1,273.57  Rp20,047.72  Rp       25,532,250.90 
BHIT 15.00%  Rp     111.74  Rp       21,792,712.20     195,024.43  Rp    157.02  Rp       30,622,521.19 

100.00% Total Fund 145,284,748.15Rp  Increase 11.10% 161,412,373.43Rp  

JKMING PTBA 15.00%  Rp 18,885.47  Rp       24,211,856.01        1,282.04  Rp12,133.67  Rp       15,555,804.06 
SMCB 25.00%  Rp   2,017.02  Rp       40,353,093.77      20,006.29  Rp  2,185.00  Rp       43,713,750.92 
INKP 15.00%  Rp   1,601.14  Rp       24,211,856.01      15,121.64  Rp  1,045.00  Rp       15,802,109.46 
CTRA 15.00%  Rp     326.85  Rp       24,211,856.01      74,076.35  Rp  1,250.00  Rp       92,595,441.39 
KIJA 15.00%  Rp     117.48  Rp       24,211,856.01     206,090.45  Rp    295.00  Rp       60,796,681.73 
ADHI 15.00% 811.91Rp       Rp       24,211,856.01      29,820.86 3,438.47Rp   Rp      102,538,139.14 

100.00% Total Fund 161,412,373.84Rp  Increase 105.07% 331,001,926.71Rp  Investment Portfolio
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3. Portfolio Backdated Simulation: Modified Optimal Portfolio by Solver Method 

Sector Stock Weight
 Beginning 

Price 
 Initial Investment # of Share

 Ending 
Price 

 Ending Investment 

 JKMING PTBA 15.00%  Rp   8,050.70  Rp       15,000,000.00        1,863.19  Rp  5,407.18  Rp       10,074,614.63 
SMCB 25.00%  Rp   1,075.74  Rp       25,000,000.26      23,239.82  Rp    493.05  Rp       11,458,391.55 
INKP 15.00%  Rp     907.96  Rp       15,000,000.00      16,520.55  Rp    868.91  Rp       14,354,872.46 
CTRA 15.00%  Rp     256.81  Rp       15,000,000.00      58,408.94  Rp    168.09  Rp         9,817,958.80 
KIJA 15.00%  Rp     133.15  Rp       15,000,000.00     112,658.88  Rp      48.95  Rp         5,514,719.63 
ADHI 15.00% 668.96Rp       Rp       15,000,000.00      22,422.87 235.85Rp      Rp         5,288,432.79 

100.00% Total Fund 100,000,000.26Rp  Decrease -43.49% 56,508,989.87Rp    

JKMING PTBA 28.00%  Rp   5,407.18  Rp       15,822,515.91        2,926.20  Rp  9,292.35  Rp       27,191,318.90 
INDF 18.00%  Rp     808.31  Rp       10,171,618.18      12,583.81  Rp  1,625.21  Rp       20,451,331.27 
KLBF 18.00%  Rp       89.43  Rp       10,171,618.18     113,738.32  Rp    145.68  Rp       16,569,398.81 
TLKM 18.00%  Rp     631.04  Rp       10,171,618.18      16,118.82  Rp    626.86  Rp       10,104,241.52 
PGAS 18.00% 1,734.85Rp    Rp       10,171,618.18        5,863.11 2,541.76Rp   Rp       14,902,621.10 

100.00% Total Fund 56,508,988.62Rp    Increase 57.88% 89,218,911.61Rp    

AALI 21.25%  Rp 13,935.63  Rp       18,959,019.31        1,360.47  Rp17,448.13  Rp       23,737,673.40 
LSIP 11.25%  Rp     919.30  Rp       10,037,127.56      10,918.23  Rp  1,683.02  Rp       18,375,597.11 

JKMING PTBA 11.3%  Rp   9,292.35  Rp       10,037,127.56        1,080.15  Rp15,955.18  Rp       17,233,980.30 
TLKM 11.3%  Rp     626.86  Rp       10,037,127.56      16,011.75  Rp    894.79  Rp       14,327,156.57 
PGAS 11.3%  Rp   2,541.76  Rp       10,037,127.56        3,948.89  Rp  3,209.84  Rp       12,675,301.17 
BBRI 11.25%  Rp   2,712.00  Rp       10,037,127.56        3,701.01  Rp  4,464.15  Rp       16,521,844.76 

BBCA 11.25% 3,269.57Rp    Rp       10,037,127.56        3,069.86 6,281.84Rp   Rp       19,284,379.71 
BMRI 11.25% 2,789.26Rp    Rp       10,037,127.56        3,598.49 6,427.36Rp   Rp       23,128,814.96 

100.00% Total Fund 89,218,912.20Rp    Increase 62.84% 145,284,747.98Rp  

AALI 15.00%  Rp 17,448.13  Rp       21,792,712.20        1,249.00  Rp22,222.15  Rp       27,755,462.58 
LSIP 15.00%  Rp   1,683.02  Rp       21,792,712.20      12,948.58  Rp  2,195.61  Rp       28,430,022.71 

SMCB 25.00%  Rp   2,173.90  Rp       36,321,187.16      16,707.85  Rp  2,017.02  Rp       33,700,060.23 
INKP 15.00%  Rp   2,269.91  Rp       21,792,712.20        9,600.69  Rp  1,601.14  Rp       15,372,055.81 
UNTR 15.00%  Rp 17,111.46  Rp       21,792,712.20        1,273.57  Rp20,047.72  Rp       25,532,250.90 
BHIT 15.00%  Rp     111.74  Rp       21,792,712.20     195,024.43  Rp    157.02  Rp       30,622,521.19 

100.00% Total Fund 145,284,748.15Rp  Increase 11.10% 161,412,373.43Rp  

JKMING PTBA 15.00%  Rp 18,885.47  Rp       24,211,856.01        1,282.04  Rp12,133.67  Rp       15,555,804.06 
SMCB 25.00%  Rp   2,017.02  Rp       40,353,093.77      20,006.29  Rp  2,185.00  Rp       43,713,750.92 
INKP 15.00%  Rp   1,601.14  Rp       24,211,856.01      15,121.64  Rp  1,045.00  Rp       15,802,109.46 
CTRA 15.00%  Rp     326.85  Rp       24,211,856.01      74,076.35  Rp  1,250.00  Rp       92,595,441.39 
KIJA 15.00%  Rp     117.48  Rp       24,211,856.01     206,090.45  Rp    295.00  Rp       60,796,681.73 
ADHI 15.00% 811.91Rp       Rp       24,211,856.01      29,820.86 3,438.47Rp   Rp      102,538,139.14 

100.00% Total Fund 161,412,373.84Rp  Increase 105.07% 331,001,926.71Rp  Investment Portfolio
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4. Portfolio Backdated Simulation: Balance Weight Method 

Sector Stock Weight
 Beginning 

Price 
 Initial Investment # of Share

 Ending 
Price 

 Ending Investment 

 JKMING PTBA 16.67%  Rp   8,050.70  Rp       16,666,666.67        2,070.21  Rp  5,407.18  Rp       11,194,016.26 
SMCB 16.67%  Rp   1,075.74  Rp       16,666,666.67      15,493.21  Rp    493.05  Rp         7,638,927.62 
INKP 16.67%  Rp     907.96  Rp       16,666,666.67      18,356.17  Rp    868.91  Rp       15,949,858.29 
CTRA 16.67%  Rp     256.81  Rp       16,666,666.67      64,898.82  Rp    168.09  Rp       10,908,843.11 
KIJA 16.67%  Rp     133.15  Rp       16,666,666.67     125,176.53  Rp      48.95  Rp         6,127,466.26 
ADHI 16.67% 668.96Rp       Rp       16,666,666.67      24,914.29 235.85Rp      Rp         5,876,036.43 

100.00% Total Fund 100,000,000.00Rp  Decrease -42.30% 57,695,147.98Rp    

JKMING PTBA 20.00%  Rp   5,407.18  Rp       11,539,029.60        2,134.02  Rp  9,292.35  Rp       19,830,059.60 
INDF 20.00%  Rp     808.31  Rp       11,539,029.60      14,275.50  Rp  1,625.21  Rp       23,200,685.74 
KLBF 20.00%  Rp       89.43  Rp       11,539,029.60     129,028.62  Rp    145.68  Rp       18,796,889.54 
TLKM 20.00%  Rp     631.04  Rp       11,539,029.60      18,285.73  Rp    626.86  Rp       11,462,595.23 
PGAS 20.00% 1,734.85Rp    Rp       11,539,029.60        6,651.31 2,541.76Rp   Rp       16,906,040.21 

100.00% Total Fund 57,695,147.98Rp    Increase 56.33% 90,196,270.31Rp    

AALI 12.50%  Rp 13,935.63  Rp       11,274,533.79           809.04  Rp17,448.13  Rp       14,116,299.82 
LSIP 12.50%  Rp     919.30  Rp       11,274,533.79      12,264.26  Rp  1,683.02  Rp       20,640,994.08 

JKMING PTBA 12.50%  Rp   9,292.35  Rp       11,274,533.79        1,213.31  Rp15,955.18  Rp       19,358,635.44 
TLKM 12.5%  Rp     626.86  Rp       11,274,533.79      17,985.73  Rp    894.79  Rp       16,093,450.04 
PGAS 12.5%  Rp   2,541.76  Rp       11,274,533.79        4,435.72  Rp  3,209.84  Rp       14,237,949.11 
BBRI 12.50%  Rp   2,712.00  Rp       11,274,533.79        4,157.28  Rp  4,464.15  Rp       18,558,705.76 
BBCA 12.50% 3,269.57Rp    Rp       11,274,533.79        3,448.32 6,281.84Rp   Rp       21,661,814.04 
BMRI 12.50% 2,789.26Rp    Rp       11,274,533.79        4,042.13 6,427.36Rp   Rp       25,980,202.44 

100.00% Total Fund 90,196,270.31Rp    Increase 67.02% 150,648,050.73Rp  

AALI 16.67%  Rp 17,448.13  Rp       25,108,008.45        1,439.01  Rp22,222.15  Rp       31,977,864.11 
LSIP 16.67%  Rp   1,683.02  Rp       25,108,008.45      14,918.43  Rp  2,195.61  Rp       32,755,044.17 

SMCB 16.67%  Rp   2,173.90  Rp       25,108,008.45      11,549.75  Rp  2,017.02  Rp       23,296,083.17 
INKP 16.67%  Rp   2,269.91  Rp       25,108,008.45      11,061.24  Rp  1,601.14  Rp       17,710,586.17 
UNTR 16.67%  Rp 17,111.46  Rp       25,108,008.45        1,467.32  Rp20,047.72  Rp       29,416,438.20 
BHIT 16.67%  Rp     111.74  Rp       25,108,008.45     224,693.23  Rp    157.02  Rp       35,281,084.53 

100.00% Total Fund 150,648,050.73Rp  Increase 13.14% 170,437,100.35Rp  

JKMING PTBA 16.67%  Rp 18,885.47  Rp       28,406,183.39        1,504.13  Rp12,133.67  Rp       18,250,605.11 
SMCB 16.67%  Rp   2,017.02  Rp       28,406,183.39      14,083.24  Rp  2,185.00  Rp       30,771,886.60 
INKP 16.67%  Rp   1,601.14  Rp       28,406,183.39      17,741.22  Rp  1,045.00  Rp       18,539,579.08 
CTRA 16.67%  Rp     326.85  Rp       28,406,183.39      86,908.93  Rp  1,250.00  Rp      108,636,161.05 
KIJA 16.67%  Rp     117.48  Rp       28,406,183.39     241,792.41  Rp    295.00  Rp       71,328,760.99 
ADHI 16.67% 811.91Rp       Rp       28,406,183.39      34,986.86 3,438.47Rp   Rp      120,301,276.50 

100.00% Total Fund 170,437,100.35Rp  Increase 115.81% 367,828,269.33Rp  
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5. Portfolio Backdated Simulation: Passive Strategy 

 Beginning 
Investment 

 Initial 
Investment 

# of Share
 Ending 

Price 
 Ending 

Investment 

Decrease -41.40% 2,447.30Rp 100,000,000.00Rp  40,861.36 1,434.07Rp 58,598,046.83Rp     

Increase 41.33% 1,434.07Rp 58,598,046.83Rp   40,861.36 2,026.78Rp 82,816,981.98Rp     

Increase 72.75% 2,026.78Rp 82,816,981.98Rp   40,861.36 3,501.30Rp 143,067,870.71Rp   

Increase 5.78% 3,501.30Rp 143,067,870.71Rp  40,861.36 3,703.51Rp 151,330,445.80Rp   

Increase 41.14% 3,703.51Rp 151,330,445.80Rp  40,861.36 5,226.95Rp 213,580,272.14Rp   
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ABSTRACT 

This research paper aims to study the influences of US scheduled macroeconomic news 
announcement surprise, instead of the news announcement itself, on Hong Kong 
Exchange market monthly index return. 11 US macroeconomic indicators and 5 Hong 
Kong Exchange market indexes during year 2004 and year 2013 have been collected. The 
news surprise is calculated by using actual announced value minus market expectation. 
Multiple regression Model then is implied to test relationship between those 
announcements surprise and index return with Ordinary Least Square method. Consumer 
Price Index (CPI), Import Price, and Unemployment rate surprises are most influential as 
they are significantly related to index return of Hang Seng Index (HSI), HSI Finance 
sub-index (HSF), HSI Properties sub-index (HSP), and HSI Commerce & Industry 
sub-index (HSC). The next important announcement is Industrial Production which was 
affecting HSI, HSF, and HSC. ISM PMI and GDP only have valid effect on HSF and HSI 
Utilities sub-index (HSU) relatively. The rest announcements fail to be significant on the 
Hong Kong stock market. Hence, this paper approved US news surprise information have 
significant effect on monthly return, which is different from most previous researches that 
tested only daily return right after announcement in other markets. 

Keywords: Finance, Scheduled Announcements News Surprise, Index Return, the United 
States, Hong Kong 

 

1. Introduction 

What this research paper trying to do, is to find out the relationship between unexpected 
US macroeconomic news announcements and index return on Hang Seng Index and its 
sub-sector index in Hong Kong stock exchange market from 2004 to 2013. In the global 
subprime mortgage financial crisis originated from US during 2007 and 2009, most 
countries were hit seriously. Without exception, Hang Seng Index in Hong Kong stock 
exchange market suffered 15,832 points lost from end of 2007 until end of 2008. It began 
its recovery slowly from beginning of 2009. This showed that Hong Kong equity market 
has been exposed and connected to US economy. Tao and Xiaojing (2009) supported this 
opinion by studying equity return in Hong Kong with significant empirical results. Hong 
Kong, one of international financial center located in Asia, the most open economy in the 
world, and closely related to China which is second largest economy, is worthy to take a 
deep look at possible factors that affect it.  

In modern times under trend of globalization, it could hardly find any markets standing 
alone without being affected by global economy (Albuquerque & Vega, 2008), except 

those underdeveloped and closed countries. It makes sense no any single market or 
country could be affected by all other open markets or countries, and it is also 
academically impractical for scientific tests of significance. In many previous researches, 
US market and economy was frequently used as proxy of external force upon domestic 
market (Nguyen, 2011). It is nearly a common opinion sharing about leadership of US 
markets in global economy, not just because it has the largest GDP in the world, but the 
influence on other markets from its market movements (Nikkinen, Omran, Sahlström, & 
Äijö, 2006). Freedom and openness of Hong Kong economy and its financial market 
could be either advantage or disadvantage. At positive side, it brought the tremendous 
economy growth in the past; and it is also one of core competency in international market. 
However, Hong Kong was directly exposed to global economic volatility because of its 
dependence on international trades and capitals. This was apparent during the subprime 
financial crisis from US and Europe in year 2007. According to economy nature of Hong 
Kong, information outside was supposed to be reflected in its equity market first. 

In the Market Efficient Hypothesis theory (EMH), it suppose equity market should work 
fast enough to absorb new information immediately that left no chance of extra return by 
possession of different kind of new information (Fama, 1991). However, even the author 
(Fama, 1991) who is also inventor of the EMH theory acknowledged, extreme version of 
this theory is not feasible, that, it is impossible for the current markets price includes all 
information available, and no any private information exists at all, consequently, no one 
could outperform the market. Macroeconomic variable was believed to be a significant 
source of influence on pricing of equity market (Chen, Roll, & Ross, 1986). In research of 
Chen, Roll, and Ross (1986), all macroeconomic activities were counted as endogenous 
variable to general economy, which further affecting pricing asset in equity market. 
Relationship between financial market movement and scheduled public macroeconomic 
news announcements had been approved by many studies like in bond market (Jones, 
Lamont, & Lumsdaine, 1998), stock market (Li, & Hu, 1998), (Graham, Nikkinen, & 
Sahlstrom, 2003), treasury market (Bollerslev, Cai, & Song, 2000) and also different 
financial markets as stock, bond, foreign exchange market (Andersen, Bollerslev, Diebold, 
& Vega, 2007). 

Nonetheless, new information in this research is different from traditional definition as 
the scheduled announcement itself. It was the statistic numbers announced by authority or 
organization like bureau of labors, Federal Reserve etc., and then markets reacted based 
on its perception of those announcements. But nowadays, as financial market is 
developed and becomes mature, there is always forecast and expectation regarding 
pre-scheduled announcements from markets ahead, for example, the Bloomberg 
Consensus Forecast. Those investors and market participants would make investing 
decision based on their opinion about what economy seemed to be. Hence market price 
would already contain those anticipations. In case announced news was just the same as 
what had been thought, market should show no action to that announcement, because this 
was nothing new to markets. This no-difference case is an assumption, which rarely exists 
in reality, even it did happen sometimes. Based on this assumption, new information is 
not what is announced but something different from what market expected (Gupta, & 
Reid 2013). This new type of news information is described as surprise, shocking, 
unexpected, or unanticipated. Markets price would be adjusted regarding to what was not 
expected either higher or lower. For example, investor might think inflation would be low 
last month, and managed assets with this thought, yet it turned out to be higher, so they 
would rearrange assets again toward how it differed from what was forecasted 
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The relationship between unexpected macroeconomic public news announcements and 
financial markets have been studied and empirically confirmed by many previous studies 
in different regional markets, financial markets, and also specific industries. Those studies 
also provided reference and possible unexpected macroeconomic factors that would move 
the market in a certain degree. Balduzzi, Elton, and Green (2001) examined impact of 
surprise variable from macroeconomic announcements upon US treasury market. The 
examination results suggested significance of those impacts; consequently confirmed new 
public information did incorporate into securities price. Brazys, and Martens (2014) 
found out 8% of bond return on the days with news release in US bond market 
contributed by the US macroeconomic announcements surprise. Within different news 
variables Brazys, and Martens (2014) tested, employment reports and the FOMC target 
rate proved to be most influential news. Albuquerque and Vega (2008) tested and 
approved the significant relationship between US macroeconomic news surprise and US 
and Portugal stock market. Nikkinen, Omran, Sahlström, and Äijö (2006) assumed global 
equity markets were integrated under leading of US economy. To approve this assumption, 
movement of 7 regions with total 35 countries stock markets regarding to unexpected US 
macroeconomic news announcements had been tested.  

Finally, several announcements found to be statistically important to stock markets as 
they are NAPM reports, employment situation and cost index, and consumer price index. 
With these influential announcements, 4 regions out of 7 regions tested shown as affected 
by US economy condition as long as integrated, these regions are G7 countries, European 
countries other than G7, developed Asian countries, and emerging Asian countries. Ewing 
(2002) focused on how listed financial companies in the stock market separately 
correlated with unexpected macroeconomic news announcements, which was called 
macroeconomic shock in the research paper. NASDAQ Financial 100 index chose as 
proxy of the financial companies in US. Significance of unexpected news about real 
output, risk, monetary policy, and inflation had been tested and confirmed.  Füss, Mager, 
and Zhao (2014) also ran this kind of research on real estate industries in US by studying 
return of REIT (real estate investment trust). In this case, housing price indexes and 
monetary policy showed significant effect on real estate industries, while GDP and 
personal income validated in subsectors like industrial and office.  With similar concept, 
Büttner, Hayo, and Neuenkirch (2012) and Nguyen (2011) studied US unanticipated news 
announcements on local stock markets of CEEC-3 (Czech Republic, Hungary, and Poland) 
and Vietnam correspondingly. Besides, Fang, Lin, and Parbhoo (2008) and Gupta and 
Reid (2013) investigated effect of local unexpected macroeconomic news on local stock 
market in Australia and South Africa respectively.  

These studies generally confirmed validity of this theory. But sampling area and markets 
studied were different, and news announcements tested were not always same. Test result 
did not approve all news announcements picked for test in previous researches. Thus, 
previous studies didn’t necessarily assure the significance in Hong Kong financial 
markets. Purpose of this paper is to study impacts of unanticipated macroeconomic news 
announcements on equity market movements, and also to test which macroeconomic 
news shock could possibly affect the general stock market of Hong Kong. After that, there 
will be a better insight about external factors that influence Hong Kong stock market 
which is in an open economy as long as it remains a financial window of Chinese 
financial sectors. Multiple linear regressions is used for taking detailed looks into the 
equity market performance under news information influence from US economy, whose 
leading role in globe was approved in previous studies. The multiple linear regressions 

model tested impact of each proposed news surprise factor while keeping other factor 
constant. This is valuable to estimate effect of each individual factor separately.  

This new definition and related research about new information sees no sign to reject 
announcement itself as meaningful information, but widen perspective of factors could 
influence market movement and together with extent of market reaction for unexpected 
information. Adequate researches about relationship between scheduled macroeconomic 
announcements surprise and financial markets looked for and examined which 
unexpected announcements significantly moved financial markets like the equity market. 
This helps market participants like investors both local and international, and policy 
maker, when they try to have better understanding of how is this marketing going on, and 
before they make efficient and rational investing and policy decision. On the other hand, 
it also reveals how open Hong Kong equity market is currently, and in what extent it 
attached to global economy movements. 

Finally, this paper finds the significant relationship does exist between unexpected US 
scheduled macroeconomic news announcements and Hong Kong stock market. With all 
11 announcements variable tested that was chose according to previous studies, some of 
them fail to be approved with significance. Consumer Price Index (CPI), Import Price 
Index, and Unemployment Rate have been affecting return of Hang Seng Index (HSI), 
and its sub-sector indexes as Finance, Properties, and Commerce & Industries. Industrial 
Production is also influential but less important as previous 3 variables; this is because it 
shows no effect on HSI Properties and Utilities sub-sector indexes. Rest of variables 
could not be found any statistically valid effect on index return of Hong Kong stock 
market, which they are Producer Price Index (PPI), Housing Market Index, Non-Farm 
Payroll, Retail Sales, and Balance of Trade.   

Rest of this paper will be as follow: Section 2 descripts the data set and methodology used 
in research, section 3 demonstrates the empirical test result, section 4 concludes this 
research based on all findings during the study.  

  

2. Data and Methodology 

Data used in this research consist of 5monthly indexes return in Hong Kong Exchange 
Market and 11 monthly macroeconomic announcements (surprise) from the US. All data 
are sourced from the Bloomberg Terminal. Sample period is 10 years from January 2004 
until December 2013. There are 120 monthly observations for each variable.    

2.1 Hong Kong Exchange Market Indexes  

Hong Kong Stock Exchange was the 2nd largest in Asia and 6th in global rank in term of 
total market capitalization refer to data in 2013. In 1,615 companies listed on this 
exchange market, around 48% of them came from mainland China, 5% from other 
countries. Those remained were local companies in Hong Kong, approximately 47%. As 
an international financial center, 46% of trading value was from oversea investors. 
Among those oversea investors, the US and UK were major sources counted 28% and 26% 
relatively. The third investing source counted only 11% from mainland China.    

Monthly Return of Hang Seng Index and its 4 sub-sector indexes from 2004 to 2013 were 
chosen for investigation. They are Hang Seng Index (HSI), Hang Seng Finance sub-index 
(HSF), Hang Seng Properties sub-index (HSP), Hang Seng Utilities sub-index (HSU), and 
Hang Seng Commerce & Industries sub-index (HSC). Monthly close price of each index 



The 5th Business, Economics and Communications International Conference, 2015 

383

model tested impact of each proposed news surprise factor while keeping other factor 
constant. This is valuable to estimate effect of each individual factor separately.  

This new definition and related research about new information sees no sign to reject 
announcement itself as meaningful information, but widen perspective of factors could 
influence market movement and together with extent of market reaction for unexpected 
information. Adequate researches about relationship between scheduled macroeconomic 
announcements surprise and financial markets looked for and examined which 
unexpected announcements significantly moved financial markets like the equity market. 
This helps market participants like investors both local and international, and policy 
maker, when they try to have better understanding of how is this marketing going on, and 
before they make efficient and rational investing and policy decision. On the other hand, 
it also reveals how open Hong Kong equity market is currently, and in what extent it 
attached to global economy movements. 

Finally, this paper finds the significant relationship does exist between unexpected US 
scheduled macroeconomic news announcements and Hong Kong stock market. With all 
11 announcements variable tested that was chose according to previous studies, some of 
them fail to be approved with significance. Consumer Price Index (CPI), Import Price 
Index, and Unemployment Rate have been affecting return of Hang Seng Index (HSI), 
and its sub-sector indexes as Finance, Properties, and Commerce & Industries. Industrial 
Production is also influential but less important as previous 3 variables; this is because it 
shows no effect on HSI Properties and Utilities sub-sector indexes. Rest of variables 
could not be found any statistically valid effect on index return of Hong Kong stock 
market, which they are Producer Price Index (PPI), Housing Market Index, Non-Farm 
Payroll, Retail Sales, and Balance of Trade.   

Rest of this paper will be as follow: Section 2 descripts the data set and methodology used 
in research, section 3 demonstrates the empirical test result, section 4 concludes this 
research based on all findings during the study.  

  

2. Data and Methodology 

Data used in this research consist of 5monthly indexes return in Hong Kong Exchange 
Market and 11 monthly macroeconomic announcements (surprise) from the US. All data 
are sourced from the Bloomberg Terminal. Sample period is 10 years from January 2004 
until December 2013. There are 120 monthly observations for each variable.    

2.1 Hong Kong Exchange Market Indexes  

Hong Kong Stock Exchange was the 2nd largest in Asia and 6th in global rank in term of 
total market capitalization refer to data in 2013. In 1,615 companies listed on this 
exchange market, around 48% of them came from mainland China, 5% from other 
countries. Those remained were local companies in Hong Kong, approximately 47%. As 
an international financial center, 46% of trading value was from oversea investors. 
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were obtained from the Bloomberg Terminal. And the return is calculated by method of 
the first log difference in order to avoid nonstationarity issue. The formula is shown 
below: 

Rett = ln(Indext) – ln(Indext-1) 
Where Rett is the return of selected Stock index at period t, Index is the selected stock 
index, ln is the natural logarithm and t is the month t.   

According to Table 1 shown below, Mean return of most indexes were close, except Hang 
Seng Finance sub index (HSF) had lowest mean return and Hang Seng Commerce & 
Industry (HSC) enjoyed highest return. After comparing standard deviation, HSP had the 
most volatile return, while most stable index was the HSU. HSI, HSF, and HSC had close 
standard deviation. All indexes had negative skewness, which means return of all these 
indexes were more possible to have small gain and unlikely to have extreme loss. High 
Kurtosis of HSU means this index had higher frequency of extreme observation.  

 

Table1. Descriptive statistics of monthly Hong Kong index return.  

 

  HSI 
Return 

HSF 
Return 

HSU 
Return 

HSP 
Return 

HSC 
Return 

 Mean 0.0051  0.0017  0.0055  0.0055  0.0082  

 Median 0.0152  0.0095  0.0079  0.0108  0.0165  

 Maximum 0.1576  0.1687  0.0630  0.1948  0.1586  

 Minimum -0.2545  -0.3085  -0.2006  -0.3173  -0.2248  

 SD 0.0641  0.0701  0.0355  0.0829  0.0671  

 Skewness -0.8141  -0.9113  -1.8082  -0.5547  -0.8234  

 Kurtosis 5.1562  6.1929  11.0586  4.5242  4.4793  

 Observations 120 120 120 120 120 

 

2.2 The US macroeconomic announcements surprises  

There are 11 US monthly scheduled public macroeconomic announcements chosen based 
on previous studies, which are Consumer Price Index (CPI), Producer Price Index (PPI), 
Housing Market Index (HMI), Institute of Supply Management Purchasing Price Index 
(ISM PMI), Non-Farm Payroll (NFP), Retail Sales (RS), Unemployment Rate (UNEMR), 
Gross Domestic Product (GDP), Import Price (IMP), Balance of Trade (BOT), and 
Industrial Production (INDP). Both historical announcement value and median of 
consensus forecast are collected from Bloomberg Terminal from January 2004 until 
December 2013. The news surprise of each announcement is calculated based on method 
of Balduzzi et al. (2001) as below: 

S = A – M 
Where S is Macroeconomic indicator Announcement surprise at period t, A is Actual 
Macroeconomic announcement value announced at period t, and M is Median of 

Bloomberg consensus forecast about macroeconomic announcement at period t. 

Descriptive statistics of all 11 macroeconomic announcements surprise is summarized in 
Table2 below. There are 120 monthly observation of each announcement. Some of these 
news are with negative Skewness as ISM PMI, GDP, IMP, INDP, they are more possible 
to have small positive surprise and unlikely to have extreme negative surprise. Positive 
surprise of these 4 news means economy was better than market expected, for example, 
higher GDP than expected means economy was even better than estimated, which is good 
news. The other news with positive Skewness is CPI, PPI, HMI, NFP, RS UNEMR, and 
BOT. these announcements are likely to have small negative surprise rather than little 
extremely positive surprise. Negative surprise for CPI, PPI, and UEEMR is good news, 
because that means lower inflation and unemployment rate than expected. But that is bad 
news for HMI, NFP, RS and BOT. For example, when actual Retails Sales was lower than 
expected, investors tended to think economy was not growing that well.      

 

Table2. Descriptive statistics of monthly US macroeconomic announcements surprises  

 

   Mean  Median 
 

Maximum 
 

Minimum 
 SD 

 
Skewness 

 
Kurtosis 

 
Observations 

CPI 0.0000  0.0000  0.0040  -0.0040  0.0014  0.1241  3.5494  120 

PPI 0.0004  0.0000  0.0170  -0.0120  0.0048  0.3055  4.3292  120 

HMI -0.2167  0.0000  7.0000  -6.0000  2.4260  0.3431  3.3622  120 
ISM 
PMI 

0.3158  0.5000  11.5000  -19.5000  5.4911  -0.5583  3.8373  120 

NFP -12.1500  -8.5000  188.0000  -208.0000  71.5993  0.1371  3.2823  120 

RS 0.0001  0.0000  0.0180  -0.0150  0.0051  0.0426  4.4618  120 

UNEMR -0.0003  0.0000  0.0040  -0.0050  0.0015  0.0278  3.6910  120 

GDP -0.0008  0.0000  0.0170  -0.0170  0.0040  -0.2303  8.3963  120 

IMP 0.0006  0.0000  0.0130  -0.0190  0.0059  -0.4347  3.6613  120 

BOT 0.1617  0.3000  10.6000  -8.8000  3.6179  0.1992  3.2961  120 

INDP -0.0007  0.0000  0.0110  -0.0200  0.0041  -0.9007  6.3379  120 

 

2.3 Empirical model   

Regression analysis is appropriate to examine relationship and sensitivity of this research 
objective. Based on model used by Balduzzi et al. (2001), this paper uses the Multiple 
Regression Model to study correlation between index return of Hong Kong stock market 
and US macroeconomic announcements surprises, and the calculation is ran by Ordinary 
Least Square (OLS) method.   

Re
1 2 3 4 5 6

7 8 9 10 11

tt CPI PPI HMI ISM NFP RSt t t t t t
UNEMR GDP IMP BOT INDPt t t t t t

      

     

      

     
 

Where Rett is monthly return of the related stock Index, α is constant term or intercept, 
β1, …, β11 is regression coefficient, ε is error term, t is month t and the others are 
macroeconomic announcements surprises, CPI is the consumer price index, PPI is the 
producer price index, HMI is the housing statistics, ISM is the Institute of supply 
management PMI, NFP is the nonfarm payroll, RS is the retail sales, UNEMR is the 
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Bloomberg consensus forecast about macroeconomic announcement at period t. 
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2.3 Empirical model   

Regression analysis is appropriate to examine relationship and sensitivity of this research 
objective. Based on model used by Balduzzi et al. (2001), this paper uses the Multiple 
Regression Model to study correlation between index return of Hong Kong stock market 
and US macroeconomic announcements surprises, and the calculation is ran by Ordinary 
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Where Rett is monthly return of the related stock Index, α is constant term or intercept, 
β1, …, β11 is regression coefficient, ε is error term, t is month t and the others are 
macroeconomic announcements surprises, CPI is the consumer price index, PPI is the 
producer price index, HMI is the housing statistics, ISM is the Institute of supply 
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unemployment rate, GDP is the gross domestic product, IMP is the import price index, 
BOT is the balance of Trade, and INDP is the industrial production.  

This regression equation is run for all 55 hypotheses in order to fulfill purpose of this 
research. All hypotheses in this study can be categorized into 5 questions, and each 
question contains 11 hypotheses.  

1. Test whether there is significant relationship between Index return of HSI and 11 US 
macroeconomic announcements surprise.   

2. Test whether there is significant relationship between Index return of HSF and 11 US 
macroeconomic announcements surprise. 

3. Test whether there is significant relationship between Index return of HSP and 11 US 
macroeconomic announcements surprise. 

4. Test whether there is significant relationship between Index return of HSU and 11 US 
macroeconomic announcements surprise. 

5. Test whether there is significant relationship between Index return of HSC and 11 US 
macroeconomic announcements surprise. 

 

3. Empirical Results 

All empirical results from the regression analysis are summarized in table 4 below. On the 
whole, surprise information of US macro-economy has been affecting return performance 
of Hong Kong stock market, as evidence shown in its the flag index the Hang Seng Index 
and its sub-sector indexes. All 5 indexes tested were found relating to one or more news 
announcements from the US. Within 11 news announcements surprises variables, 6 of 
them are statistically approved with significant relationship in confidence level of 5% and 
10%. Those news announcements are Consumer Price Index (CPI), Unemployment rate 
(UNEMR), Gross Domestic Product (GDP), Import price (IMP), Industrial Production 
(INDP), and the ISM PMI. In the statistical term, 3 of them as CPI, UNEMR, and GDP, 
are negatively correlated to index return in Hong Kong. However, negative surprise of the 
news could be good news in market’s perceptions. For example, a lower than expected 
CPI means lower inflation, which can make investors feel no worry about interest rate 
increase due to high inflation, that normally leads downturn of stock price.  

This finding is consistent with research of Fang et al., (2008) in Australia stock market. 
The other 3 variables that positively affect index return are IMP, INDP, and ISM PMI. 
Positive surprise of the3 news seems to be good news in investors’ view. For Example, a 
higher than expect import price could be helpful to US local manufacturing industry. 
Return of HSF is the most correlated one to news surprise factors from US 
macro-economy as CPI, ISM PMI, UNEMR, IMP, and INDP. HSC were affected by 
exactly same 4 news surprise factors as HSI, which are CPI UNEMR, IMP, and INDP.  

There are 3 news surprise factors found influential on HSP, which are CPI, UNEMP, and 
IMP. HSU is only negatively correlated to the GDP surprise. Utilities industries are those 
companies in electricity, water provider. Their company performances are very stable. 
When negative GDP signals bad economy, this sub-sector could be very good harbor from 
systematic risk.  

 

4. Conclusion 

This research paper investigated the US monthly scheduled public macroeconomic 
announcements surprise’s effects on Hong Kong stock market, which is recognized as 
open and matured. Return of Hang Seng Index and its 4 sub-sector indexes therefore were 
examined to verify significance of that relationship. Reason to use the announcement 
surprise instead of the announcement itself in his study, it is because only the difference 
from what had been expected previously is new to the market. Even not all news surprises 
variables are found with significance, but this research has still found enough evidence to 
conclude that US macroeconomic condition changes are influential on Hong Kong stock 
market. And investors in this market are paying attention on US economy. Almost 30% of 
oversea investors are from the US could be one of the causes behind.  

Regardless of the negative coefficient in regression analysis term, a better than expected 
fundamental economic condition of US is positively affect return level of the Hong Kong 
stock market in general. This is because some negative surprises are actually goods news. 
Based on the coefficient, CPI is confirmed as the most important news factor that affects 
HSI and its other 3 sub-index like HSF, HSP, and HSP, except HSU. The next influential 
announcement is Unemployment, which affects same 4 index return as CPI. Another 
finding is that, all the sub-sector indexes of HSI, which are classified by the Hang Seng 
Industry Classification System, reacted to individual significant news information in same 
direction. This reveals no matter in what industries the listed companies are, their stock 
price are partially influenced by some same factors from US in certain level.  

Table3. The US macroeconomic announcements surprise effect on Hong Kong stock 
market index return 
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This research shed light on relationship between Hong Kong and the US. It could be 

extended for further studies about how is the connection and relationship among Hong 

Kong, China, and the other countries. China has been growing fast during last decade, and 

it is the 2nd largest economy currently. Even so, its economy is still not fully open, 

especially about the financial market. Hong Kong has been functioned as financial hub 

for the mainland China to the world. Therefore that relationship is deserved to be found 

out.   
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This research shed light on relationship between Hong Kong and the US. It could be 

extended for further studies about how is the connection and relationship among Hong 

Kong, China, and the other countries. China has been growing fast during last decade, and 

it is the 2nd largest economy currently. Even so, its economy is still not fully open, 

especially about the financial market. Hong Kong has been functioned as financial hub 

for the mainland China to the world. Therefore that relationship is deserved to be found 

out.   
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ABSTRACT 

The purpose of this paper is to investigate consumer’s repurchase intention concerning 

organic food in Bangkok, Thailand. The self-administered questionnaires were distributed 

among 480 respondents in supermarket chains known to carry organic food in central 

Bangkok, Thailand. The collected data were processed using statistical analysis software. A 

descriptive and an inferential analysis were applied to analyse the primary data. The results 

indicated that all variables tested by Pearson Correlation Coefficient have positive correlation 

with consumer repurchase intention concerning organic food. Among these variables, 

subjective norms showed the highest correlation with repurchase intention. The other 

variables were tested using Multiple Linear Regression Analysis (MLR). The result showed 

that ways of shopping is the most influential factors determining repurchase intention, 

followed by quality aspects, purchasing motives, and cooking methods, respectively, while 

consumption situations do not influence repurchase intention concerning organic food. 

Keyword: Repurchase Intention, Organic Food, Consumer Behaviour, Thailand 

1. Introduction 

Until recently, purchasing organic food required a trip to a specialty store or a natural foods 

outlet. As interest in organics is growing rapidly, organic food has now become widely 

available in conventional grocery stores in many developed and emerging countries. Today, 

consumers can find a large selection of organic products in various types of supermarket 

chains. Major retailers have started to expand their organic selection and many conventional 

retailers now dominate organic retailers for their share of organic food sales. As a result, 
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organic food producers and vendors have come to realise that their businesses are getting 

closer to mainstream (Torres, 2006). As competition and costs of attracting potential 

customers increase, keeping the existing customers or making them repurchase the 

products seems to be the most cost-effective approach for organic food businesses. They 

soon learned that the easiest way to get more customers is not to lose them (Marketing 

Wizdom, 2013). That is why customer retention has been appreciated as a key to business 

success and the essential element of competitive advantage for their businesses and industry 

(Cronin et al., 2000). However, keeping customers can be challenging, which is why 

businesses must know the reason their customers keep buying the same products. According 

to Ajzen (1991), consumer repurchase intention is a useful predictor of repeat purchase 

behaviour. In using repurchase intention to anticipate the actual purchase of organic food, it 

is critical for academic researchers and marketers to understand the significant factors or 

determinants of repurchase intention. As Thailand’s domestic market and interest for 

organic food continue to grow, the researcher is highly interested in conducting a research on 

repurchase intention towards organic food among Thai consumers. However, only a few 

studies concerning organic food repurchase intention have been conducted in Thailand. 

Therefore, the researcher is interested in studying this topic and the main study’s objective 

is to investigate the variables that may have an impact on customer repurchase intention 

concerning organic food. The study focuses on Thai adults aged twenty years old and above 

who have experience in purchasing organic food products. The independent variables 

focused in this research include knowledge and education, environmental attitudes, attitudes 

towards organic food, perceived behavioural control, subject norms, perceived value and 

food-related lifestyles in terms of ways of shopping, cooking methods, quality aspects, 

consumption situation, and purchasing motives.  

 

2. Literature Review  

2.1 Repurchase intention 

Ajzen (1991) indicated that intention is the best predictor of behaviour. According to Hellier 

et al. (2003), repurchase intention refers to the subjective probability associated with 

intention that consumer will continue to purchase the products in the future. Similarly, 

Zeithaml et al. (1988) described repurchase intention as the judgment of an individual about 

purchasing a product or service again. 

2.2 Knowledge and education 

The idea of consumer knowledge can be seen as the scope of experience and understanding 

that consumers have of a product before they undertake an external search (Alba and 

Hutchison, 1987), and knowledge can be received through education (Rahman, 2013). von 

Alvesleben (1997) indicated the importance of organic food knowledge and information as 

the only tool that consumers use to differentiate organic food product attributes from the 

conventional ones. 

2.3 Environmental attitudes 

Milfont  (2007) defined environmental attitudes as a psychological tendency expressed by 

evaluating ideas or beliefs concerning the natural environment, with some degree of favour 

or disfavour. Grunert and Juhl (1995)  indicated that positive attitudes towards environmental 

issues are positively related to organic food purchases and the frequency of purchase. Fraj 

and Martinez (2007) conducted a study which focused on environmental attitudes as 

important predictors of environmental behaviour. Regarding their study, environmental 

attitudes proved to have a significant impact on environmental behaviours such as purchasing 

organic products. 

2.4 Attitudes towards organic food 

Various definitions of attitude have been given in previous research. However, most 

researchers generally refer to attitude as an individual’s favour or disfavour of a certain 

attitude object. According to Blackwell et al. (2006), attitude refers to the evaluation of 

performing a certain behaviour concerning the attitude object. Previous studies indicated that 

positive attitudes towards organic food attributes such as taste, texture and freshness 

positively influence organic food consumption (Al -Swidi et al., 2014; Aryal et al. 2009; de 

Magistris and Gracia, 2008; Chen, 2007). 

2.5 Perceived behavioural control 

Perceived behavioural control refers to the individuals’ beliefs about their capabilities to 

engage in a given behaviour (Ajzen, 1991). It is usually formed by perceived barriers (such 
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as price and availability) and perceived abilities (such as financial resources) that determine 

organic food purchasing behaviour (Thøgersen, 2009). Regarding perceived abilities, several 

previous studies have applied income or financial resources as important determinants of 

willingness to purchase organic foods (Riefer and Hamm, 2008; Gracia and de Magistris, 

2007; Zepeda and Li, 2007). 

2.6 Subjective norms 

According to Ajzen (1991), subjective norms concern the perceived social influence to 

comply with expectations regarding the performance of a particular behaviour which should 

determine the intention of an individual to perform (or not to perform) the behaviour. Theory 

of needs given by McClelland (1987) indicated that individuals are more likely to reveal a 

behaviour that is appreciated and respected by their reference groups, as they pursue 

relationships and group associations. In this case, if purchasing organic food is viewed as a 

socially desirable behaviour, then, the person is more likely to purchase organic food. Based 

on previous research, organic food can be perceived as socially desirable in the way that 

organic food products are more tasteful, better quality, and fresher than conventionally 

alternative foods (Shaharudin et al., 2010; Lea and Worsley, 2005; Baker et al., 2004). 

2.7 Perceived value 

Zeithaml (1988) described perceived value as the consumer’s overall assessment and 

evaluation of the utility of a product or service based on perceptions of what is obtained and 

what is given. Previous studies suggested consumer’s repurchase intention relies on the value 

obtained in their previous purchases (Kaynak, 2003; Wathne et al., 2001; Bolton et al., 2000). 

If a previous transaction provided a high level of value, customer would return and 

repurchase the product in future (Lee et al., 2011). Many previous study results revealed 

positive value perceptions towards organic food products such as more freshness, superior 

quality, better in taste etc. compared to conventional foods (Shaharudin et al., 2010; Lea and 

Worsley, 2005; Baker et al., 2004) 

2.8 Food-related lifestyles 

The concept of “food-related lifestyles” (FRL) was formed in mid-1990s as segmentation 

tool, which is adapted to the consumer’s role as a food shopper. Grunert et al (1996) 

described food-related lifestyles as the means of using food consumption to achieve personal 

life values. The FRL instrument is used to measure consumer attitudes and behaviours 

regarding the purchase, preparation, and consumption of food products (Bredahl and Grunert, 

1998). According to Ryan et al. (2004), a total of 69 items of FRL instrument is segmented 

into 23 FRL dimensions, and the following five distinguished domains: ways of shopping, 

cooking methods, quality aspects, consumption situations, and purchasing motives. 

 

3. Hypotheses Development 

Based on several previous studies, there are many independent variables that have impacts 

on repurchase intention concerning organic food. Chong et al. (2013) implied that 

knowledge and education are the strongest predictors of repurchase intention. Knowledge is 

perceived by consumers as the only tool that they use to differentiate organic food product 

attributes from the conventional ones (von Alvesleben, 1997). Besides knowledge and 

education, attitudes are widely used by researchers in studying consumer’s repurchase 

intention (Lee and Goudea, 2014; Balla and Ibrahim, 2012; Kaveh, 2012). In the context of 

organic food, attitudes towards the environment and towards organic food are proved to be 

the most influential factors explaining repurchase intention (de Magistris and Gracia, 2008). 

In the theory of planned behaviour, perceived behavioural control and subjective norms are 

often applied as independent variables of behavioural intention, such as repurchase intention. 

Al-Swidi et al. (2014) applied perceived behavioural control and subjective norms to study 

online organic food purchase intention. Their study results indicated these two factors 

significantly affect online purchase intention towards organic food. Another important 

independent variable of repurchase intention is the consumer’s perception of the product’s 

value. Previous researches stated that consumer’s repurchase intention relies on the value 

obtained in their previous purchases (Olaru et al., 2008; Kaynak, 2003; Wathne et al., 2001; 

Bolton et al., 2000). Hume (2008) concluded that perceived value is the most important 

predictor of repurchase intention. Finally, repurchase intention is claimed to be influenced by 

consumers’ lifestyles. According to Engel et al. (1988), lifestyles are influential external 

factors in the consumer’s buying behaviour. Many previous studies demonstrated that the 

willingness to purchase organic food is influenced by lifestyle (Chryssohoidis and Krystallis, 

2005; Sanjua´n et al., 2003; Gil et al., 2000).  This study proposes the following hypotheses: 
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H1: There is a statistically significant relationship between knowledge and education, and 
repurchase intention concerning organic food. 

H2: There is a statistically significant relationship between environmental attitudes, and 
repurchase intention concerning organic food. 

H3: There is a statistically significant relationship between attitudes towards organic food, 
and repurchase intention concerning organic food. 

H4: There is a statistically significant relationship between perceived behavioural control, 
and repurchase intention concerning organic food. 

H5: There is a statistically significant relationship between subjective norms, and repurchase 
intention concerning organic food. 

H6: There is a statistically significant relationship between perceived value, and repurchase 

intention concerning organic food. 

H7:  Food-related lifestyles in terms of ways of shopping, cooking methods, quality aspects, 

purchasing motives, and consumption situations have influence on repurchase intention 

concerning organic food. 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1: Conceptual Framework 
  

 

 

 

 

 

 

Repurchase Intention 
concerning organic food 

Environmental Attitudes 

 

Attitudes towards Organic Food 

Knowledge and Education 

Perceived Behavioural Control 

 

Subjective Norms 

Perceived Value 

Food-related lifestyles 

- Ways of shopping 
 

- Cooking methods 
 

- Quality aspects 
 

- Purchasing Motives 
 

- Consumption situations 

 

 

H1 (0.619) 

H2 (0.634) 

H3 (0.712) 

H4 (0.695) 

H6 (0.695) 

H5 (0.767) 

H7 (0.510) 



The 5th Business, Economics and Communications International Conference, 2015 

397

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1: Conceptual Framework 
  

 

 

 

 

 

 

Repurchase Intention 
concerning organic food 

Environmental Attitudes 

 

Attitudes towards Organic Food 

Knowledge and Education 

Perceived Behavioural Control 

 

Subjective Norms 

Perceived Value 

Food-related lifestyles 

- Ways of shopping 
 

- Cooking methods 
 

- Quality aspects 
 

- Purchasing Motives 
 

- Consumption situations 

 

 

H1 (0.619) 

H2 (0.634) 

H3 (0.712) 

H4 (0.695) 

H6 (0.695) 

H5 (0.767) 

H7 (0.510) 



The 5th Business, Economics and Communications International Conference, 2015 
   

398

4. Methodology 

4.1 Research Method Used 

A descriptive analysis and an inferential analysis were used in this study. Gall et al. (1996) 

recommended descriptive research for its ability to provide statistical information regarding 

aspects of a study that is of interest to policy makers and researchers. Sekeran (2003) claimed 

that inferential analysis exhibits how variables relate to each other or whether there is any 

difference between two or more groups. Pearson Correlation Coefficient and Multiple Linear 

Regression Analysis were also employed for data analysis. In addition, a survey method was 

adopted to gather information from respondents because of its empirically relevant 

advantages such as cost-effectiveness and flexibility. Aaker et al. (2000) described survey as 

a research technique that is used in collecting primary data from representative sample of 

target population. 

4.2 Data Collection 

The target populations of this research are Thai consumers aged 20 years and above who 

have experience in purchasing organic food during the past six months. The primary data 

were collected through self-administered questionnaires from 480 respondents in 

supermarket chains known to carry organic foods in central Bangkok area. The secondary 

data in this research were collected from textbooks, previous studies, E-journals, websites, 

Emerald database, and other related articles to form the structure, support the conceptual 

framework, analyse data, give recommendation, and make conclusion.  

 

5. Results 

The majority (65 per cent, 312 respondents) of respondents who have experience in 

purchasing organic food during the past six months were female. At 480 respondents, 41-to-

50-years were the largest age group of organic buyers (35.6 per cent, 171 respondents). 

Overall, 74 per cent (355 respondents) of respondents reported they were married at the time 

of survey. Most of the respondents (57.3 per cent, 257 respondents) have bachelor’s degree 

and monthly income between 45,000-54,999 Baht. According to the hypotheses tested by 

Pearson Correlation Coefficient method, all independent variables (knowledge and 

education, environmental attitudes, attitudes towards organic food, perceived behavioural 

control, subjective norms, perceived value) were found to have positive correlation with 

repurchase intention concerning organic food. Among these variables, subjective norms 

showed the highest correlation with repurchase intention, in which r-value equals 0.767. 

Based on the hypothesis tested by Multiple Linear Regression Analysis, food related-

lifestyles in terms of ways of shopping is the most influential factors determining repurchase 

intention (Beta = 0.510), followed by quality aspects, purchasing motives, and cooking 

methods, respectively, while consumption situations do not have influence on repurchase 

intention concerning organic food. 

 

6. Discussions and Recommendations 

According to the first hypothesis, consumers who have higher knowledge and education 

present more intention to repeat the purchase of organic food. This demonstrates that 

increasing consumer’s knowledge of organic food is relevant to the development of organic 

food demand. Therefore, information on organic food production as well as its benefits 

should be available to consumers by different media channels in order to increase consumer’s 

organic knowledge and encourage consumer demand for organic food. The results of the 

second hypothesis show that consumers who are more concerned about the protection of the 

environment and more involved in environmental friendly practices reveal more willingness 

to repurchase organic food products. Therefore, marketing communication campaigns should 

focus on the benefits of organic food concerning the environmental protection. For example, 

consumers may be informed that organic food production is environmentally friendly 

because organic farming methods completely exclude the use of synthetic pesticides and 

chemical fertilizer and focus on enhancing soil fertility and biodiversity. 

The results of hypothesis 3 testing show a high positive relationship between attitudes 

towards organic food and repurchase intention. It can be said that consumers who believe 

that organic food is more nutritious, tastier, causing less disease than conventional food, and 

processed without chemicals and preservatives, will have more intention to repurchase 

organic products. As recommendations, marketers might apply marketing communication 
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intention (Beta = 0.510), followed by quality aspects, purchasing motives, and cooking 

methods, respectively, while consumption situations do not have influence on repurchase 

intention concerning organic food. 

 

6. Discussions and Recommendations 

According to the first hypothesis, consumers who have higher knowledge and education 

present more intention to repeat the purchase of organic food. This demonstrates that 

increasing consumer’s knowledge of organic food is relevant to the development of organic 

food demand. Therefore, information on organic food production as well as its benefits 

should be available to consumers by different media channels in order to increase consumer’s 

organic knowledge and encourage consumer demand for organic food. The results of the 

second hypothesis show that consumers who are more concerned about the protection of the 

environment and more involved in environmental friendly practices reveal more willingness 

to repurchase organic food products. Therefore, marketing communication campaigns should 

focus on the benefits of organic food concerning the environmental protection. For example, 

consumers may be informed that organic food production is environmentally friendly 

because organic farming methods completely exclude the use of synthetic pesticides and 

chemical fertilizer and focus on enhancing soil fertility and biodiversity. 

The results of hypothesis 3 testing show a high positive relationship between attitudes 

towards organic food and repurchase intention. It can be said that consumers who believe 

that organic food is more nutritious, tastier, causing less disease than conventional food, and 

processed without chemicals and preservatives, will have more intention to repurchase 

organic products. As recommendations, marketers might apply marketing communication 



The 5th Business, Economics and Communications International Conference, 2015 
   

400

campaigns to highlight these organic food’s positive attributes by pointing out the difference 

between the production method of organic food and conventional food, especially the fact 

that organic food is processed without chemicals and preservatives, which causes less disease 

than conventional food. However, marketers must be cautious in using particular health 

claims such as organic food is more nutritious than conventional food for the marketing 

campaigns because organic food is currently not scientifically proved to be more nutritious 

than conventional food.  

Based on hypothesis 4, the result demonstrates that consumers who think that they have more 

time and financial capability are more likely to repeat organic food purchase. In order to 

encourage more sales of organic food, business could determine whether lowering the price 

of some products would strengthen consumers’ beliefs that they have the financial capability 

to repurchase organic food. As price premium and exclusive distribution of organic food 

have been viewed as key barriers (Shaharudin et al, 2010), it is important that organic food 

be available at a more affordable price. Regarding hypothesis 5, most respondents reported 

that people around them believe consuming organic food is better for health, and that they are 

appreciated and supported by friends and families to repurchase organic food. This means 

that consumers’ intentions to repurchase organic foods are highly affected by social pressure 

and the opinions of others. Therefore, marketers might focus on the existing group of opinion 

leaders who are willing to spread positive word of mouth about organic food consumption.  

Regarding hypothesis 6, the findings indicate that the perceived value of organic food has a 

positive relationship with repurchase intention. The positive value perception towards 

organic food in this study is that organic food is more natural, safer, of superior quality, and 

tastier than non-organic food. Therefore, an effective awareness program for organic food 

products value and benefits such as advertisement and exhibition should be regularly carried 

out, as positive image of organic food portrayed in mass media and from marketing activities 

may help develop positive value perception concerning organic food. The results of 

hypothesis 7 testing indicate that food-related lifestyles in terms of ways of shopping is the 

strongest influencing factor on repurchase intention, followed by quality aspects, purchasing 

motives, and cooking methods, respectively. Ways of shopping in this research indicate how 

consumers are attached to the importance of product information, love shopping for food, 

and prefer shopping in the specialty stores where they can get expert advice. As 

recommendations, the legislation on organic product labelling should focus on providing 

organic food information on the product labels. The physical environment of organic food 

stores should also be pleasant for shopping where customer assistants should also be 

presented to provide information or give advice to customers. 

Based on food-related lifestyles in terms of quality aspects in this study, most organic 

consumers who focus on consumption of food relating to product qualities are those who 

always buy organic food, preferably fresh and natural products without preservatives or 

additives. Therefore, the organic food industry could highlight the naturalness and fresh 

quality of organic food using the point of purchase display in the stores during the seasonal 

sales of fresh vegetables and fruits. Consumers should also be informed that organic foods 

are fresher and more natural because they do not contain neither preservatives to make them 

last longer nor additives to enhance the taste and appearance or to preserve flavour.  

Based on food-related lifestyles in terms of purchasing motives, the researcher found that the 

sense of security, stability, and self-esteem are the main motivations for consumers’ 

repurchase intention towards organic foods. Thus, marketer could point out the ill-effects and 

serious threat of chemical residues in food by using fear appeal in advertising. If consumers 

were aware of food safety, they would consider repurchasing organic food rather than 

conventional ones. Finally, based on food-related lifestyles in terms of cooking methods, the 

results show that organic buyers are those who very much enjoy cooking. They love to spend 

ample time in the kitchen as well as planning for cooking. Therefore, marketer should try to 

associate organic food consumption with cooking activities. For example, firms could 

organise cooking activities for organic food lovers such as a cooking contest that allows 

participants to use only organic ingredients, as well as providing attractive incentives and 

rewards for the winner. However, food-related lifestyles in terms of the consumption 

situation do not have influence on consumers’ repurchase intention. Thus, marketer should 

pay less attention to this aspect and focus on only factors that   influence organic food 

repurchase intention. 
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7. Further Study 

In this study, the researcher identified some areas where further research is needed. 

First, this research applied non probability samplings where paper questionnaires were 

employed to perform sampling in Bangkok, Thailand. As the number of the population who 

purchased organic food in Bangkok was unknown, the data were collected from consumers 

who shopped in supermarket chains based on the convenience sampling method which could 

demonstrate bias. Thus, future research could perform sampling using a different sampling 

method such as probability sampling so that the sampling bias can be eliminated since the 

respondents are randomly chosen. Second, the researcher only tested eleven independent 

variables. However, there are several variables that influence organic food repurchase 

intention. Therefore, further research could perform an examination of other variables such 

as trust, satisfaction, brand image, and loyalty. Finally, the collection of data was undertaken 

in only eight supermarkets chains in central Bangkok where many supermarkets in Bangkok 

and other regions in Thailand were excluded from this study, which may limit the profile of 

respondents to a certain category. Therefore, further research could examine different 

sampling regions to study the population who may have different perceptions, attitudes, and 

lifestyles. In addition, this research studied consumers’ repurchase intention concerning 

organic food in general. Thus, further research could focus on specific brand of products and 

supermarkets in order to obtain more insight into the organic food brands. 
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Abstract 
 

This study aims at examining the effect of firm’s internal factors to firm performance: as 

a case study of Real Estate in Chinese stock exchange during 2009 and 2012. There are eight 

independent variables (debt ratio, debt to equity ratio, short-term debt ratio, long-term debt 

ratio, size, growth opportunity, asset tangibility ratio, and age) and three dependent variables 

that will determine the relationship to the performance of firm in this study. The dependent 

variables in this study are measurements of firm performance that is classified as financial 

performance (return on asset, return on equity) and market performance (Tobin’s Q). The 

multiple regression models is adopted in this research to test hypotheses that firm’s internal 

factors impact on firm performance. The data conclude four years database from year 2009 to 

2012, on a total of 117 firms in both Shanghai stock market and Shenzhen stock market of 

China. The result showed that in the four years between 2009-2012, long term debt ratio has 

significant relationship with return on equity; and debt to equity ratio, short term debt ratio, 

and long term debt ratio and has significant relationship with Tobin’s Q.  

 

Introduction 

In a company’s finance sector, the method to decide a firm’s internal factors are 

becoming a very important problem with huge interest. The reason that capital structure, one 

of the most important parts of firm’s internal factors, is the source of investment, cost and 

usability of capital will be impacted by the leverage ratio. And capital structure is also the 

majority of standard for operating firms. Every company can get the key or correct decision 

form a good capital structure. The correct decision that the business organization can make, 

can help both profitability and the competitive ability in the market. The definition for the 
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decision of capital structure is the percentage of debt and equity in one company that help 

create good finance situation for the firm (Myers and Rajan 1998). Among several theories 

(Zeitun and Tian, 2007; Abor, 2007), researchers significantly focus on the impact between 

capital structure and the firm performance. 

The market of real estate in China is becoming the biggest worldwide since year 2009. 

In China, the business organizations of state-owned, public and private take control of and 

develop the real estate. Nowadays, the Chinese government had made decision to restrict the 

market price for real estate by deducting bank interest rate. There was a real estate bubble in 

China between years 2005 to 2009 which can be represented as the bubble of Chinese 

property market (Patrick, 2009). The market price increased three times between years 2005 

to 2009. .  At the end of 2011, the growing real estate bubble have ended with the decreasing 

of the market price of property, from the report of government, not possible for the people in 

middle class to pay for the property in the big cities in China (Patrick, 2009). From the 

property analysts’ state that there were more than 64 million empty houses and apartments in 

year 2011 and it showed that the market supply of real estate was more than demand, and it 

would lead to some serious problem after 2011 year (Patrick, 2009). 

This study aims to investigate the relationship between firm’s internal factors and firm 

performance of Real Estate sector in Chinese stock exchange during 2009 and 2012. The data 

include four years database from year 2009 to 2012, a total of 117 firms in both Shanghai 

stock market and Shenzhen stock market of China. This study can help managers, investors, 

lenders to better understand the relationship between capital structure and firm performance 

of real estate sector in China. This will also be very useful for owner of company to promote 

the company values. 

 

Review of Related Literature and Studies 

The performance of a company is defined as the effectiveness of management of one 

firm and the exploit of finance source as well (Zeitun and Tian, 2007). ). For the 

measurement of firm performance are both financial and organizational (Zeitun and Tian, 

2007). In the financial performance, maximizing profit and return on assets and shareholder’ 

benefits are the key for the firm’s effectiveness (Chakravarthy, 1986). For the measurement 

of operational performance, growth in sales and growth in market shares are the main factors 

that also lead to financial performance finally which can explain the definition of 

performance (Hoffer and Sandberg, 1987). Zeitun and Tian (2007) state the measurement of 

firms performance are usually the return on assets (ROA), return on equity (ROE) and return 

on investment (ROI).  

Return on Asset 

Keown et al. (2005) defined that return on asset is often used as an indicator of a firm’s 

profitability and is measured as follows: return on assets = net income / total assets; moreover, 

return on assets determines the amount of net income produced on a firm’s assets by relating 

net income to total assets. Lasher (2000) signified that the percentage of return on assets 

exhibits after created revenue, how much money that one firm’s assets can get as profit. 

Kabajeh et al. (2012) established that return on asset measure for the operating efficiency for 

the company based on the firm’s generated profits from its total assets. Lawrence 

(1997)argued that the ratio of return on asset will be better when it is higher, so that will be 

an upward trend.  

 

Return on Equity 

Lasher (2000) defined return on equity measures a firm’s profitability from the point of 

view of common equity investors, by relating net income available to common equity 

investors, to the book value of the common equity investment. James (1995) stated, the ROE 

Ratio is obviously of interest to present or prospective shareholders (and donors), and is also 

of concern to management, because this measure is viewed as an important indicator of 

shareholder value creation. 

 

Tobin’s Q 

In several researches, Tobin’s Q is a measurement for company’s value which include 

accounting value and market value (McConnell & Servaes 1990). Zeitun and Tian (2007) 

defined that Tobin’s Q is equal to Market value of equity plus book value of debt to the book 

value of assets. The Tobin’s Q theory is an investment theory that is stated by Professor 

James Tobin (James, 1995). James (1995)developed Tobin’s Q theory that monetary policy 
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influences investment spending by altering stock prices and firms’ market capitalization 

relative to replacement cost of capital; and for the formula it is Q= Market value of firms / 

Replacement cost of capital. 

 

Factor Affect Firm Performance 

Capital Structure 

The definition of capital structure is the measure by the subsidization as one company, 

and when studying the capital structure, it is usually regards as the percentage in the 

origination of short-term and long-term debt (Muritala, 2012). What’s more, as stated by the 

Myers, (1998) that during the decision of one company to finance the business, capital 

structure combines both debt and equity. Capital structure is considered the primary factor 

that impact on the performance of one company (Zeitun and Tian, 2007). 

 

Debt Ratio 

Keown et al. (2005) demonstrated debt ratio as how much debt is used to finance a 

firm’s assets. The formula for calculation of debt ratio is Total Debt divided by Total asset 

(Keown et al., 2005). The debt ratio assess as the level that money of borrowed is used to 

finance companies effectiveness on operation (Lawrence, 1997). Krivogorsky et.al (2009) 

determined a negative relationship between firm performance and debt ratio; therefore, from 

the results of previous studies, firms will get impact on wealth transfer from debt bearers to 

stockholders and a high debt ratio is always considered to be high risk investments. 

 

Debt to Equity Ratio 

Abor (2005), defined debt to equity ratio as a financial ratio indicating the relative 

proportion of shareholders’ equity and debt used to finance a company’s assets. James (1995) 

stated, Debt to equity ratio exhibits the relationship between debt to equity which is provided 

by owners and capital which is provided by creditors. 

 

Short-term Debt Ratio 

Abor (2005), Coleman (2007), and Abor (2007) defined that short -term debt ratio is 

calculated as short-term debt divided by total capital. And Lasher (2000) also clarified that 

short-term assets and liabilities are generally defined to be those items that will be used, 

liquidated, mature or paid off within one year. 

 

Long-term Debt Ratio 

Abor (2005), Coleman (2007), and Abor (2007) defined that long-term debt is calculated 

as long-term debt ratio divided by total capital. Moreover, Lawrence (1997)defined that long-

term debt-to-capital ratio is an important measure of creditworthiness and balance sheet 

strength; it indicates the percentage of capital investment that has been financed by creditors 

and bondholders. 

 

Asset Tangibility Ratio 

Zeitun & Tian (2007) clarified assets tangibility ratio is fixed assets to total assets. Rajan 

and Zingales (1995), Titman and Wessels (1998) measured asset tangibility with the ratio of 

property, plant and equipment over total assets. Gompers (1995) explained that tangible 

assets such as plants and machines are easier to be sold in the market rather than intangible 

assets such as copyrights and patents, which will make an expansion of liquidation value of 

assets in the firms’ tangibility. 

 

Size 

Banz (1981) stated size as the number of employees or sales, total assets, and market 

capitalization from numerous empirical studies and theories. In certain groups of studies, 

assets can be used as size, however, the prime measurement for size is number of employees 

and value added (Banz, 1981). 

 

Growth Opportunities 

Zeitun & Tian (2007) defined growth opportunities as the growth of sales (Growth). And 

growth opportunities also are measured by increase of size (Rafeld and Shaudys, 1970). 

Zeitun and Tian (2007) have provided evidence that growth opportunities have influenced 

company to get more profit from funding. 
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Age 

Shumway (2001) defined that age is the number of years since the company listed and 

age is also the influential and economical measurement. Loderer and Waelchli (2010) stated 

that listing affects ownership and capital structure, multiplies growth opportunities, increases 

media exposure, and demands different corporate governance structures. 

 

Research Models 

To investigate the relationship between firm’s internal factors and firm performance of 

real estate sector in China, the most common method to conduct research is Ordinary Least 

Square (OLS) what is also used in this study. Mohamad and Abdullah, (2012) studied 

relationship between capital structure and firm performance in Malaysia with the analysis 

method of Ordinary Least Square (OLS), moreover, Coleman (2007) applied Ordinary Least 

Square (OLS) to analyze the impact of capital structure on performance of microfinance 

institutions’. In order to test the relationship between firm’s internal factors and firm 

performance of real estate sector in China, the researcher explores and chooses the variables 

for the measurement model.   

 

The multiple regression models is adopted in this research to test hypotheses that firm’s 

internal factors impact on firm performance as showed in Equation (1) to (3). 

   Model applied for total four years between 2009 to 2012 

ROAi,t = α + β1,tDRi,t + β2,tDEi,t + β3,tSTDi,t + β4,tLTDi,t + β5,tSizei,t + β6,tGrowth of salesi,t + 

β7,tTANGi,t + β8,tAgei,t + θ1GDPt + θ2IRt + θ3RIRt + εi,t    (1) 

 

ROEi,t t = α + β1,tDRi,t + β2,tDEi,t + β3,tSTDi,t + β4,tLTDi,t + β5,tSizei,t + β6,tGrowth of salesi,t + 

β7,tTANGi,t + β8,tAgei,t + θ1GDPt + θ2IRt + θ3RIRt + εi,t    (2) 

 

Tobin’s Qi,t t = α + β1,tDRi,t + β2,tDEi,t + β3,tSTDi,t + β4,tLTDi,t + β5,tSizei,t + β6,tGrowth of 

salesi,t+ β7,tTANGi,t + β8,tAgei,t + θ1GDPt + θ2IRt + θ3RIRt + εi,t      (3) 

 

 

where: 

     i = Firm i  

t = Year t 

ROEi,t = Return on equity of firm i for time period t  

Tobin’s Qi,t = Tobin’s Q of firm i for time period t 

DRi,t = Debt ratio of firm i for time period t 

DEi,t = Debt to equity ratio of firm i for time period t 

STDi,t = Short-term debt ratio of firm i for time period t 

LTDi,t = Long-term debt ratio of firm i for time period t 

Sizei,t = Total assets of firm i for time period t 

Growth of salesi,t = Sales growth rate firm i for time period t 

TANGi,t = Asset tangibility ratio of firm i for time period t 

Agei,t = Number for years since the firm i listed for time period t 

GDPt = Gross domestic product for time period t 

IRt = Inflation rate for time period t 

RIRt = Real Interest rate for time period t 

Dummy = Dummy variables used in fixed effect panel date regression model 

N= Number of firm 

α = Constant term or an intercept  

β1……. Β8 = regression coefficients 

θ = Regression coefficients for control variables 

  = Error term of the model 

 

Research Hypotheses 

Ho: Debt ratio (DR), Debt to equity ratio (DE) , Short-term debt ratio (STD), Long-term debt 

ratio (LTD), Size, Growth of sales, Asset tangibility ratio and Age  has no significant effect 

on return on asset (ROA, ROE, Tobin’s Q) in listed real estate companies of Chinese stock 

exchange during year 2009 — 2012 
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Ha: Debt ratio (DR), Debt to equity ratio (DE) , Short-term debt ratio (STD), Long-term debt 

ratio (LTD), Size, Growth of sales, Asset tangibility ratio and Age  has a significant effect on 

return on asset (ROA, ROE, Tobin’s Q) in listed real estate companies of Chinese stock 

exchange during year 2009 — 2012 

 

Results of Hypotheses analysis 

Table 1. Multiple regression model results analysis of ROA in year between 2009-2012. 

 

 

 

Table 2. Multiple regression model results analysis of ROE in year between 2009-2012. 

 

 

Table 3. Multiple regression model results analysis of ROE in year between 2009-2012. 

 

 
 

Discussion of the Findings 
From the result of hypothesis of year 2009-2012, the null hypothesis of long term debt 

ratio towards return on equity is rejected; and the null hypothesis of debt to equity ratio, short 

term debt ratio and long term debt ratio towards Tobin’s Q are also rejected. The result also 

showed that long term debt ratio has a significant positive effect on return on equity in year 

during 2009 to 2012. And long term debt ratio has a significant negative effect on Tobin’s Q 

during 2009 to 2012. The more the long term debt borrowed by company, the higher the 

return on equity, but it will be lower Tobin’s Q. If company gets more long term debt, the 

profitability will be greater, but the evaluation of company will decrease as the price of stock 

gets lower.  

Debt to equity ratio has a significant positive effect on Tobin’ Q in year 2010, 2011, 2012 

and the year during 2009 to 2012. It means that when the debt to equity ratio increased, the 

return on equity and Tobin’s Q also increased. Short term debt ratio has a significant negative 

effect on Tobin’s Q in year 2009, 2010, 2011, 2012 and year during 2009 to 2012. It means 

when company borrowed more short term debt from investors, the return on equity will be 

greater, but the Tobin’s Q will be low, the value of company will be decreased in stock 

market. Getting more borrowed short term debt will make more profitability; however, the 

stock price of company will decrease. The reason for this maybe that in year 2009 to 2012, 

investors were very interested in the investment of real estate sectors by the fast growing 
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market price, so there were many short term debt increase the real estate sector of China, 

 

Recommendations 

This study aims at examining the effect of firm internal factors on firm performance with 

a case study of Real Estate industry on Chinese stock exchange during 2009 and 2012. 

Managers, investors, lenders and researchers can use this information for insight into the 

relationship between capital structure and firm performance in China, which can be an 

important instrument in evaluation company, and understand the mix of leverage to enhance 

firm performance. To get greater profitability, it is suggested that a firm borrow less money 

used to finance companies effectiveness on operation, and also increase the sales. To get 

higher evaluation of company and higher stock price, a firm should increase the debt to 

equity ratio; borrow less short term and long term debt. Another way to increase the 

evaluation of company and stock price, is invests more money on the fixed asset, such as 

property, plant and equipment. 
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Abstract 

The expansion of economic activities has attracted growing global environment concerns 
such as increased greenhouse gas emission, global warming and increased scarcity of 
resources. Moreover, the exploitation of natural resources to carry out developmental 
projects comes with positive and negative effects suggesting the need to restrict misuse of 
the natural resources. This paper explores the importance of Eco-innovation which 
emphasizes the importance of efficient use of natural resources and sustainable ecosystem 
and environments. Our findings suggest that the adoption of Eco-innovation concept 
helps achieve sustainable environment. Our findings also suggest that it is necessary to 
strengthen laws regulating exploitation of natural resources in order to reduce 
environmental degradation and pollution, and ensure a safer environment. 

 

1. Introduction 

Nigeria, been the most populous black nation on earth, has several types of environmental 
problems classified as increasing desertification, soil erosion, poaching and habitat loss 
has been identified (Mba et al., 2004). These were further subdivided into environmental 
pollution, global warming, deforestation and slum developmentetc. Moreover the coastal 
regions of the country is greatly affected by the widespread contamination from 
petroleum exploration (gas flaring, oil spillage), also the general poor living conditions in 
urban areas in the country constitutes an affront to human dignity. In lieu of these, Mba et 
al., (2004) suggested that pollution from oil activities should probably be given a 
moderate priority. Identification of deforestation resulting from road projects, subsistence 
activities, logging, mining, and dam construction also constituted the greatest threat to 
environmental sustainability in the country.  

In view of the above, this paper examines the adverse effects of environmental problems 
on sustainable development in Nigeria. It addresses the causes of environmental problems 
and their effects on humans and the surrounding ecological system. This paper hopes to 
study the consequences of the increasing environmental problems driven up by human 
activities for sustainable development. This is with the hope of providing suggestions that 
might provide the solutions in tackling the condition. It is the belief of the paper that the 
realization of sustainable development will remain the vision of developing countries and 
Nigeria in particular; there is the need that policy makers should come up with 
environmentally friendly laws that will serve as the lasting solution to environmental 
issues. It is absolutely clear that the physical, chemical and biological integrity of our 
earthIt is the judgment of the paper that the attainment of sustainable development will 
remain a mirage in developing countries in general and Nigeria in particular if the current 
rate of urban population growth and increasing environmental decay are not matched with 
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and their effects on humans and the surrounding ecological system. This paper hopes to 
study the consequences of the increasing environmental problems driven up by human 
activities for sustainable development. This is with the hope of providing suggestions that 
might provide the solutions in tackling the condition. It is the belief of the paper that the 
realization of sustainable development will remain the vision of developing countries and 
Nigeria in particular; there is the need that policy makers should come up with 
environmentally friendly laws that will serve as the lasting solution to environmental 
issues. It is absolutely clear that the physical, chemical and biological integrity of our 
earthIt is the judgment of the paper that the attainment of sustainable development will 
remain a mirage in developing countries in general and Nigeria in particular if the current 
rate of urban population growth and increasing environmental decay are not matched with 
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proportionate economic growth and environmentally friendly development practices. 
Environmental issues continue to dominate our discussions and consciousness as it is now 
clear that the physical, chemical as well as the biological integrity of our planet is being 
conceded always. The severity of the implication has continuously escalates which 
rendered harmful effect to our environment 

The truth that we have only one planet Earth and that our environment is deeply 
interconnected is daily being played out in the web of crises confronting the world today. 
They may appear not to be closely linked but a close look shows that there are strands 
revealing that they are held together by a clear logic. This logic pertains to reinforced 
fields of perception in which transactional actions have shut out the doors of 
transformational actions. This training hopefully will help us to ask questions, interpret 
events robustly and take actions to praise open the shut doors of justice as we relate to our 
environment and nature’s resources. Nature’s resources belong to nature. When humans 
term them “natural resources” the implication is that these resources occur naturally and 
can thus be grabbed or taken by the quickest, the strongest and the most brazen. 

Resolving or at least tackling the endemic environmental problems of the world requires 
that we critically review the root causes of some of these problems as well as the political 
filters through which we view them. Anything short of this means that we simply skirt the 
problems or at best tackle the symptoms while the problems fester and eventually develop 
into catastrophic proportions. Some policy makers consider the number one task of 
safeguarding the environment to be the demolition of so-called illegal structures and 
informal settlements; even though we know our cities cannot survive without them.  

1.1 Conceptual Framework  

The concept of environment has been viewed from varied perspectives and defined in 
various ways (Singh, 2003). The variety of definitions and conceptions of environment is 
closely linked to the fact that the study of environment is multi-disciplinary, and thus 
each discipline tended to develop and adopt definition(s) in line with its interest. This 
multiplicity of definitions, concepts and usage of the term in various disciplines was 
clearly captured by Porteous (1977:139) when he stated that:  

“the multiplicity of the usage and concept of the term environment have resulted in a 
variety of adjectival forms which include social environment, molar environment, 
physical environment home environment, psychological environment, behavioral 
environment geographical environment” (Porteous, 1977:139).  
For instance, Bain, a sociologist defined environment as all the external and non personal 
conditions and influences that affect the welfare of a people in a given area (Bain, 
1973:9). Hagget, a geographer, on the other hand, defined environment as “the sum total 
of all conditions that surround man at any point on the earth’s surface” (Efobi, 1994:1), 
while the Federal Environmental Protection Agency in Nigeria (FEPA) stated that the 
environment includes water, air, land, plants, animals, and human beings living therein, 
and the inter-relationships that exist among them (FEPA, 1989). However, a more 
comprehensive and all-embracing definition was offered by Keller who defined the 
environment as:  

“total set of circumstances that surrounds an individual or a community, these 
circumstances are made up of physical conditions such as air, water, and climate and 
landforms; the social and cultural aspects such as ethics, economics, aesthetics and such 

circumstances which affects the behaviour of an individual or a community” (Efobi, 
1994:1)  

From these definitions, environment can be viewed as all physical, non-physical, external, 
living and non-living situations surrounding an organism or groups of organisms that 
determine the existence, development and survival of organism(s) at a particular time. It 
encompasses constantly interacting sets of physical (natural and man-made) elements and 
non-physical, living and non-living (e.g. social, cultural, religious, political, economic) 
systems which determine the characteristic features, growth and sustainability of both the 
component elements of the environment and the environment itself (Johnson, 1992; 
Muoghalu, 2004).  

Sustainability in this context relates to the ability of the environment to meet the basic 
requirements for the sustenance of the living and non- living components of the 
ecological, economic and socio-cultural systems in a manner that does not limit the 
possibility of meeting the present and future needs of the various components and aspects 
of the environment. It can also be viewed as the carrying capacity of the supporting 
ecosystems (Marcuse, 1998:105). Evidences suggested that the prevailing global 
environmental degradation poses serious threat to sustenance of carrying capacity of the 
ecosystem (Marcuse, 1998; Peters, 2000); hence environmental sustainability have taken 
priority position in housing, infrastructure provision, planning, land use and urban 
development among others (Salama&Alshawaikhat, 2005; Aribigbola, 2008). Although, 
Marcuse (1998) was of the view that sustainability should not be considered as goal for 
housing or urban programs on the account that many of bad housing or urban 
programmes are sustainable. However, recent development indicated that environmental 
sustainability is interwoven with urban development and housing programmes (Peters, 
2000; Aribigbola, 2008).  

According to the Bruntland Report, sustainable development is “the development that 
meets of the present without compromising the ability of future generations to meet their 
own need development” (WCED, 1987:43). This suggests that the principal goal of 
sustainable development is meeting present human needs in such a way that will not 
jeopardize the potential of posterity to meet their needs. Viewed from a holistic 
perspective, Wiedenhoeft (1981) and Padisson (2001) noted that sustainable development 
entails the attainment of equilibrium among three contending sub-systems (economic, 
social-cultural, environmental).  

Urban areas as center of arts, culture, education, entertainment, technological innovations, 
providers of specializes services and “economic engines” (Udeh, 1992; Okeke, 2002; 
Kadir, 2006; Kjellstrom and Mercado, 2008) are products of urbanization which come 
with far reaching economic, socio-spatial and health implications (Acho, 1998; Marmot, 
2006). Adedeji (2005:126) noted that sustainable development as applied to urban areas is 
the ability of the urban areas and their regions to continue to function at levels of desired 
quality of life by communities without limiting the options available to the present and 
future generations and resulting to adverse impacts within and outside their boundaries. 
However, Peters (2000:1) noted that the ecological and sociological “footprint” of cities 
has spread over ever-wider area and that fewer places on the planet earth are unaffected 
by this phenomenon. Changes in the ecology of urban environment occasioned by 
increasing population, overcrowded habitations and uncontrolled exploitation of natural 
resources may accounted for this wide ecological footprint of urban areas which is not 
peculiar to developing countries (Stoel, 1999; Hales, 2000). Hales, (2000:11) however, 
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observed that the pace and scale of growth have outstripped the capacity to maintain 
acceptable standards of public health, environmental safety and sustainable economic 
growth in urban areas in less developed nations in Africa, Asia and Latin America.  

In Nigeria, for instance, several studies (Rashid, 1982; NEST, 1991; World Bank, 1992; 
Anih, 2004; Muoghalu&Okonkwo, 2004; Ijioma&Agaze, 2004; Nduka, 2004; Mba, 
2004; Bulama, 2005;Ojeshina, 2005; UN-HABITAT, 2005b) have identified many of the 
environmental problems (Table 1) as having serious adverse socio-economic and 
ecological implications. A majority of these problems, it is argued are traceable to a 
number of factors. These include the colonial antecedent of most Nigerian cities (Ogbazi, 
1992: 13; Ikya, 1993), the high rate of urbanization (Figure 1; NEEDS, 2004), the bad 
psychological orientation of urban residents on the environment as well as poor 
environmental management practices (Meale, 1991; Agukoronye, 2004). Agbola and 
Agbola (1997) and Areola (2001) clearly indicated that the spatial structure of Nigerian 
cities evolved before, during and after the colonial rule in the country made the 
introduction of modern infrastructural facilities very difficult and expensive especially 
when dealing with areas having the bulk of ancestral homes of indigenous people. It is 
also suggested by demographic experts that the high rate of urbanization put at 5.3 
percent in Nigeria which is among the highest in the world has the tendency of spurring 
up environmental degradation (Goldstein, 1990). Closely related to this is the fact that 
most urban areas in Nigeria have grown beyond their environmental carrying capacities 
and existing infrastructure (National Population Commission, NPC, 1998). For instance, 
the 2006 National population census data (FRN, 2007) revealed that most of the urban 
areas in Nigeria with small land mass have their capacity to take further population 
increase already exhausted or extremely limited. With a population figure of more than 
140 million and land mass of about 924,000 Km2, current estimates indicated that 10 
percent of the land area accommodated 28 percent of the country’s total population 
(Taylor, 2000). The implication of this is that there is disequilibrium between the 
population and the environment, and this has adversely affected the carrying capacity of 
the urban areas in the country; hence the increasing poor quality of the living conditions 
and the low livability index of urban areas in Nigeria. 

1.2 Problem Statement  

Unplanned population growths coupled with poor town planning continuously create a 
vicious circle of environmental degradation. One of the major negative impacts of high 
urbanization is massive waste generation (liquid, gaseous, industrial and domestic) and 
attendant disposal problems, resulting in a threat to the quality of air people breathe and 
water people consume. Additionally, emission of gases from industries and gases from 
vehicles continue to increase global warming in the country.  

1.3 Objectives of Study 

It is in line with this that I came up with two objectives that is Eco innovation concept and 
the law governing the exploitation of natural resources. (eco-innovations) have received 
increasing attention during the past years, theoretical and methodological approaches to 
analyze these processes are poorly developed. Against this background, the term eco-
innovation is introduced in this paper addressing explicitly three kinds of changes towards 
sustainable development: technological, social and institutional innovation. 

Thus, the importance of a better understanding of innovation processes has several 
reasons: The demand for drastic reductions of environs- mental burdens, e.g. of 

greenhouse gases, implies that adaptation within existing technologies is not sufficient. 
Instead, regulation strategies are to effect technology forcing and/or technological regime 
shifts’ are needed.  
 Secondly, innovation is expected to offset bur- dens and costs induced by environmental 
regulations. Secondary benefits of an innovation-friendly environmental policy are often 
seen in reduced costs, increased competitive- ness, creation of new markets for 
environmentally desirable products and processes, corresponding employment effects, 
etc. Al- though these aspects have already been emphasized by Porter and van der Linde 
(1995a), the Porter hypothesis postulating ‘innovation off- sets’ of strict environmental 
policy is not embedded in economic theory and is received with skepticism among 
mainstream economists (Jaffe and Palmer, 1996; Ulph, 1996).  

New types of vehicles, renewable energy systems or corresponding infrastructure often 
need at least a decade or more for invention, for adaptation and for diffusion, respectively. 
In total, it is realistic to assume time-scales of half a century and more for major changes 
in important economic and social sub-systems, like technological regime shifts in energy 
and transport systems. Thus, in situations far away from the desired equilibrium, the 
importance of analyzing transition and learning processes moves into the foreground. 
Moreover, many scenarios suppose that long- term sustainability goals cannot be met by 
progress in environmental technology and must be supplemented by corresponding 
lifestyles, e.g. through energy saving or changing mobility patterns, and institutional 
changes (ranging from local networks to global organizations).  

Inventing or adapting environmentally desirable processes or products is already part of 
every day life for a large majority of firms and, thus, a field of scientific research.  

 

2. Key Environmental Issues and Challenges 

 Environmental problems in Nigeria are many and are linked with the colonial 
backgrounds of Nigerian cities, issues that come with developmental challenges, urban 
production and consumption patterns and psychological orientation of urban residents as 
well as institutional failures. These problems posture serious environmental, economic 
and social challenges in achieving sustainable development in the country.  

From all facts, various administrations in Nigeria-colonial, military and civilian placed 
very little importance on environmental issues. The essence of sustainable management of 
environmental resources and their harmonious relation with nature have been not been 
given considerable attention for many years 

 The lack of political wills within the public sector to address environmental problems 
remains one of most complex problems in the country. A typical example of this can be 
seen in the issue of end to gas flaring and oil spillage in the Niger Delta Region, where 
environmental problems due to oil exploration have perpetrated remarkable damage on 
the ecosystem, health and livelihood of the people of this region.  

But the increasing trend population growth in Nigeria has attracted negative 
environmental sustainability and calls for immediate and urgent action from all 
stakeholders. As vast majority of urban residents in Nigeria suffer from severe 
insufficiencies in the supply of basic infrastructure and housing, industrial, mining and 
domestic activities generate dangerous level of air, land and water pollution, endangering 
human lives and causing serious damage to the ecosystem. Statistics show that a majority 
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of urban residents in the country fall within the low-income group. This income class is 
the most vulnerable group to prevalent environmental problems such as diseases 
associated with lack of access natural to resources and basic urban services and pollution. 
They also suffer the consequences of absence of inappropriate urban planning and 
management systems, and thus live in disaster disposed areas of the cities. These has 
seriously render a negative impacts on their quality of life, health, and therefore, reduce 
their productivity and economic development capacity.  

With respect to the loss of biodiversity, the World Fact Book 2005 for instance, identified 
Nigeria as one of the countries with the highest rates of forest loss (3.3 percent) in the 
world. Since 1990, the country has lost some 6.1 million hectares or 35.7 percent of its 
forest covers. The record also indicated that Nigeria's most biodiversity ecosystems are 
fast depleted at an alarming rate. For an example, between 1990 and 2005, the country 
lost a staggering 79 percent of these forests and since 2000 Nigeria has consistently been 
losing an average of 11 percent of its primary forests per year. These constitute serious 
challenge to environmental sustainability. The various species of plants and animals that 
are required to establish and sustain the various food webs and chains as well as natural 
cycles are systematically being depleted and thus resulting in ecological imbalance and 
threatening the survival of man in the environment.  

In the social framework, environmental problems pose serious threats to the social 
wellbeing of the majority of residents in Nigeria. Apart from general health implications 
associated with environmental problems, there are trends of the problems affecting the 
psyche of the people. For instance, residents of urban slums are known to show deviance 
attitudes, apathy to government programs and anti-social values (e.g. prostitution, crimes, 
and juvenile delinquency). Most importantly, social indicators in Nigeria are something 
of a paradox. The country is rich in natural endowments but the people are living in abject 
poverty. This irony is especially evident because the vast resources and windfall of oil 
wealth have not been use judiciously to enhance quality of life. Statistics indicated that in 
2003, on the highest scale of 1.0, Nigeria had Human Development Index (HDI) of 0.453 
as compared to that of other oil producing nations such as United Arab Emirates, Kuwait, 
Libya, Venezuela, and Indonesia which had the HDI values of 0.800, 0.844, 0.799, 0.772 
and 0.697, respectively (UNDP, 2006). This is an indication of the poverty level and low 
life expectancy in the country.  

Moreover, environmental problems are unfavorable to social equity and welfare with 
respect to accessibility to social infrastructure and job opportunities. It is argued that 
urban poverty in Nigeria has strong links with underdevelopment and environmental 
degradation. Environmental problems have for instance in the Niger Delta Region 
resulted in loss of job opportunities, increased poverty level, social exclusion and loss in 
cultural heritage. Many agricultural lands and fishing waters have been polluted, and the 
people are denied means of livelihood. As a result, a majority of the people feels 
unwilling to participate in economic development activities; instead they have chosen the 
part of violence in the quest for resource control.  

The inability of Nigerian cities to cope with increasing environmental challenges has also 
shown manifestation in poor economic growth and development. Rapid growth of cities 
due to urbanization has led to the emergence of low-income informal settlements both in 
the inner city and on the outskirts. This development accounted for the over bloated 
informal sector. The domination of the national economy by the informal sector that is 
characterized by subsistence economic activities known for low productivity and income, 

operating in unregulated and uncompetitive markets outside government approved 
guidelines has far-reaching implications for sustainable economic development. A large 
proportion of businesses operating in informal settlements in urban areas in Nigeria 
hardly pay tax, have no financial records, do not form part of government statistical 
records, and have limited or no access to formal credit facilities. Coupled with an 
inefficient infrastructure network and unpleasant operating environment, industrial 
production is low, while manufacturing continues to contribute less than 15 percent of the 
gross domestic product (GDP) in Nigeria. Consequently, Nigeria’s major development 
challenges which have to do with acceleration of economic growth, reduction of the level 
of poverty and improvement of environmental quality continue to grow relentless debate, 
and thus achieving the Millennium Development Goals (MDGs) by 2015 and beyond in 
the country is a illusion. 

2.1 Man Made Threats 

In addition to environmental threats posed by Nigeria’s natural physical setting, there are 
a number of threats that are related to human activities which have further amplified the 
country’s vulnerability to environmental degradation. These include: 
Population Growth and Urbanization 

 

 

 

The current population of Nigeria is put at 140 million, representing 20% of the entire 
population of Africa. The population has therefore grown dramatically since the 
1952/1953 census when it was 31.5 million. Currently, we have a Total Fertility Rate 
(TFR) of 5.7 children per woman, child birth rate of 42 births per thousand, child death 
rate of 13 per thousand and a rapid population growth rate of 2.9% per year. The United 
Nations project a population of 289 million for the country by 2050. 

Apart from population growth, Nigeria has been experiencing increased urbanization over 
the last five decades (Table 1). The proportion of the population living in the urban 
centres has risen from 15% in 1960 to 43.3% in 2000 and is projected to rise to 60% by 
2015. Total area taken up by urbanization in Nigeria during the same period increased by 
131% from 2,083 sq.km in 1976 to 5,444 with an average rate of urbanization estimated 
to be 3.7% per year (National Population Commission, 2004). The number of urban 
centres i.e. settlements with population of 20,000 or more increased from 56 in 1953 to 
359 in 1991 and 450 in 2000. The drivers of urbanization in Nigeria include (a) high 
population growth rate (b) concentration of development activities in urban centres (c) 
rapid growth of formal education (d) rural-urban wage differentials.` 



The 5th Business, Economics and Communications International Conference, 2015 

425

operating in unregulated and uncompetitive markets outside government approved 
guidelines has far-reaching implications for sustainable economic development. A large 
proportion of businesses operating in informal settlements in urban areas in Nigeria 
hardly pay tax, have no financial records, do not form part of government statistical 
records, and have limited or no access to formal credit facilities. Coupled with an 
inefficient infrastructure network and unpleasant operating environment, industrial 
production is low, while manufacturing continues to contribute less than 15 percent of the 
gross domestic product (GDP) in Nigeria. Consequently, Nigeria’s major development 
challenges which have to do with acceleration of economic growth, reduction of the level 
of poverty and improvement of environmental quality continue to grow relentless debate, 
and thus achieving the Millennium Development Goals (MDGs) by 2015 and beyond in 
the country is a illusion. 

2.1 Man Made Threats 

In addition to environmental threats posed by Nigeria’s natural physical setting, there are 
a number of threats that are related to human activities which have further amplified the 
country’s vulnerability to environmental degradation. These include: 
Population Growth and Urbanization 

 

 

 

The current population of Nigeria is put at 140 million, representing 20% of the entire 
population of Africa. The population has therefore grown dramatically since the 
1952/1953 census when it was 31.5 million. Currently, we have a Total Fertility Rate 
(TFR) of 5.7 children per woman, child birth rate of 42 births per thousand, child death 
rate of 13 per thousand and a rapid population growth rate of 2.9% per year. The United 
Nations project a population of 289 million for the country by 2050. 

Apart from population growth, Nigeria has been experiencing increased urbanization over 
the last five decades (Table 1). The proportion of the population living in the urban 
centres has risen from 15% in 1960 to 43.3% in 2000 and is projected to rise to 60% by 
2015. Total area taken up by urbanization in Nigeria during the same period increased by 
131% from 2,083 sq.km in 1976 to 5,444 with an average rate of urbanization estimated 
to be 3.7% per year (National Population Commission, 2004). The number of urban 
centres i.e. settlements with population of 20,000 or more increased from 56 in 1953 to 
359 in 1991 and 450 in 2000. The drivers of urbanization in Nigeria include (a) high 
population growth rate (b) concentration of development activities in urban centres (c) 
rapid growth of formal education (d) rural-urban wage differentials.` 



The 5th Business, Economics and Communications International Conference, 2015 
   

426

One of the major negative impacts of environmental pollution is massive waste 
generation (liquid, gaseous, industrial and domestic) and attendant disposal problems 
resulting in a threat to the quality of air we breathe and water us consume. In general, 
there is a clear vicious circle linking high population growth, poverty and ecological 
degradation. Nigerian cities and towns are mostly horrible examples of unplanned 
population growth, poor town planning methods, squalor and environmental degradation 
which cry for immediate action. Population growth has also put a lot of pressure on our 
forests as the rising farming population seeks for more land survival. 

2.2 Farming Practice 

In the tropics, the age-old practice of shifting cultivation (“slash-and-burn”) still persists. 
As soil fertility declines after a few years, the farmers move to another patch of land, thus 
decimating large parcels of land that could have been left undisturbed. Unfortunately, we 
do not have enough of farmer education and encouragement to massively move them to 
modern techniques. 

2.3 Exploitation for Firewood 

The survival of rural dwellers and urban poor depends on finding enough wood to cook 
their meals. At present, fuel wood constitutes the main source of fuel for cooking by over 
76% of the Nigerian population. UNDP figures for 1993 showed Nigeria consuming 
262,783 metric tons of fuel wood compared with 7,210 tons for South Africa and 35,313 
tons for Thailand. While our dependence on fuel wood is rising in Nigeria, it has virtually 
ceased in the other two countries. At the present rate of fuel wood consumption, cutting 
may soon convert our forests to savannahs and grasslands. 

2.4 Uncontrolled Logging 

The global demand for tropical hardwoods is increasing daily. High intensity of logging 
and illegal exploitation of tree species has continued to pose serious threats to the 
country’s forest resources and the environment. The use of modern machinery such as 
tractors, and trucks has made logging even faster and easier, resulting in increasing rate of 
illegal logging and flitching. These days, illegal loggers are often armed to confront forest 
guards that dare to stop them. 

Urban and rural population will be increasingly interdependent for their economic, social 
and environmental wellbeing in Nigeria. By 2015, more than half of the country’s 
population is expected to live in urban centers. With an urbanization rate of about 5.5 
percent per annum (Nwaka, 2005), it is anticipated that the urban population would have 
reached 65 percent of the total population. Therefore, unless appropriate actions are taken, 
environmental decay is set to rise, and this poses serious threat to sustainable 
development because Nigeria’s economy and society largely depends on its ecology for 
food production, power generation and source of raw materials for industrial activities.  

 

3. Conclusion 

Environmental problems are of different dimensions and are mostly due to geologic, 
climatic and cultural factors. However, the cultural factors seems to be more pronounced 
in the Nigerian context because most of the identified environmental issues are so much 
associated with the way of life of the people either as reactions to urbanization or their 
spatial heritage. Their effects are far reaching on efforts to attain sustainable development 

in the country. Since no section of the country’s environment is immune to environmental 
effects, there is urgent need to seek workable solutions by the application of planning, 
economic, legal, institutional and educational tools as have been suggested here. It is 
hoped that if these tools are properly adopted it will result in the enculturation of the right 
environmental management practices that would prevent the further deterioration of our 
physical environment; hence the possibility of achieving sustainable development in 
Nigeria in the nearest is assured. When it is said that the environment is our life, a 
significant implication is that we are all children of the universe. The sun remains the key 
source of energy for all creatures. For the survival of living creatures the water cycle must 
not be broken. Breaking the vital cycles of nature has dire consequences for all living 
beings on the planet. 
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Banks are encouraged to raise more equity capital rather than debt to minimize the risk of failure while 
maximize its loss-absorbing capacity during financial crisis. This study investigates the relationship between 
capital structure and risk and return of Indonesian banking sector. This study examines if there is a significant 
effect of changing bank’s capital structure towards its systematic risk (equity beta) and expected return on 
equity (ROE). It is shown that there are significant negative relationships between Tier1 capital ratio and bank’s 
systematic risk as well as between Tier1 capital ratio expected ROE. These empirical findings give such 
supporting evidence toward the implementation of new Basel III capital framework for the sake of creating a 
more stable banking and financial system in Indonesia. 
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1. Introduction 

The strategic role of banks as intermediary between depositors and debtors has put banking industry as one of 
the most important player to achieve sustainable economic growth within a country. In addition, the different 
banking products and services provided by banks are considered essential for facilitating the development of 
many other real sectors and supporting the continuity of both domestic and international business activities, 
from small and medium-sized enterprises to large corporations. On top of that, banks also serve as strategic 
partner of government to maintain the national economic stability through several policies implementation. 

Back in 2008, the world was shocked by the global financial crisis that began to hit European market and 
suddenly it became so severe that the shocks had spread over the globe. The excessive risk-taking behavior of 
banks in many countries is believed as one main reason explaining this unprecedented trouble. Insufficient 
liquidity of banks followed and caused the market lost confidence on bank’s solvency. The massive public bail-
outs during this hard time was inevitable and it exposed large losses to taxpayers. From this crisis, it turned out 
to be true that many banks have overlook the hidden potential risk of market failure and have failed to anticipate 
such crisis as well as the catastrophic impact that might harm the financial stability. As an international banking 
regulator, Banks for International Settlements (BIS) has come up with Basel III regulatory framework as a 
lesson-learned of the crisis aimed to create a more resilient banking system. 

Basel Committee viewed that it is important for banks to equip themselves with such adequate shock-absorbing 
capability to deal with both internal and external shocks that might happen in the future. So, Basel III included 
the proposed comprehensive effort for banks to manage risk better by improving both quantity and quality of 
their core capital base. The framework has either microprudential (individual bank-level) or macroprudential 
(bank system-level) focus as both sides are strongly interrelated in the way that a greater resilience at the 
individual bank level could minimize the risk of system-wide shocks. 

However, there is an ongoing debate among regulators and bankers if the proposed idea is the right option to 
solve the problem in a way that could favorably meet the interest of all related stakeholders. Bankers stand on 
their opinion that this regulation will lead to a higher cost of bank capital (Toader 2013, De Angelo and Stulz 
2013). This perspective makes sense due to the fact that equity is indeed the most expensive source of capital 
and tend to be treated as last funding resort, not to mention the bankers’ concern of market opinion and 
profitability level. As a counter argument, academics keep convincing that the implementation of Basel III will 
incur a relatively low cost and gain net profits on longer term (Toader 2013, Kashyap et al. 2010, Miles et al. 
2012). This paper is aimed to analyze to what extent the higher capital requirements under Basel III regulatory 
framework will affect Indonesian banks’ risk and return. 

This paper is organized as follows. Section 2 elaborates some theoretical concepts and previous studies 
concerning capital structure and Modigliani-Miller theorems applied to banks. Section 3 explains our 
methodology in conducting empirical analysis. Section 4 discusses our main empirical findings. Section 5 
emphasizes our conclusion and recommendation. 

 

2. Literature Review 

The topic of capital structure has been continuously discussed by experts and researchers through many debates. 
One of the most controversial theories related to capital structure is proposed by Modigliani and Miller, which is 
widely known as MM propositions. These theorems consist of MM propositions 1 (1958) and MM propositions 
2 (1963), in which each holding assumptions of with and without taxes. The main focus of most related studies 
in the last decades is to challenge whether or not MM theorems could work and are applicable for various kind 
of company in any given circumstances.  

The pro and contra arguments related to the applicability of MM propositions in guiding the firm’s capital 
structure in real practice are still continuing up to these days. However, there is a shift focus in terms of 
company types as research object, from the usual firm to a more specialized financial institutions, namely 
banking. Even Miller (1995) specifically address this issue in his recent paper questioning to what extent MM 

 

propositions are applicable to banking, due to the fact that there are several different fundamental characteristics 
on how banks work. Banks are naturally a levered firm by collecting deposits and turn them into loans, so it’s 
not so surprising to see the bank’s leverage level is relatively higher than any other sector. Besides, the existence 
of government intervention in banking industry offered as implicit guarantee represents the key role of banking 
in national economic growth and it seems to be another explanation why banks are not similar with other types 
of firm. The fact that banks are offered implicit subsidy from government and received public support from 
taxpayers enables banks to transfer some default risks into society and this is a real distortion from common 
theoretical framework. 

In 2008, the world has suffered from global financial crisis that led to the collapse of many international banking 
institutions and the falling down of the global economic stability. The aftermath of this crisis has showed the 
urgent need of such global regulation governing the required preventive actions in the future. Despite the 
controversy among bankers and regulators, the attention is recently devoted on studying the likely effects of 
heightened equity capital requirements as proposed in the Basel III regulatory framework in order to create a 
more stable global financial and banking system. 

Modigliani and Miller (1958) argued that the firm value is independent of changes in its capital structure. This 
implies the irrelevancy of capital structure towards firm value and a firm’s weighted average cost of capital 
(WACC) should remain the same no matter what capital sructure decision is created. This provides an insight 
that support the implementation of Basel III in a way that the higher core capital of bank required to strengthen 
its loss-absorbing capacity and promote financial stability will not burden the bank’s value in the market 
perspective. However, this proposition is made under a set of perfect market assumptions that might not capture 
any potential deviation in real practice, so it creates a room for further empirical research and study. 

Theoretically, banks’s cost of capital will not change significantly as the increasing cost due to addition of 
expensive core equity capital will be compensated by the lower required return on bank’s capital. Shareholders 
should adjust their expected return since they bear a lower risk per unit share than before. By doing this, banks 
are allowed to concentrate the total risk of the firm on a higher number of equity (Toader 2013). On the other 
hand, one may argues that this will lead to reduce tax benefit coming from interest payment on bank’s debt and 
increase the cost of capital. However, the empirical evidence shows that for a 33% tax rate, every 1 percent 
increase in capital ratio will increase the average cost of capital by 2 basis points and it is considered as minor 
effect (Toader 2013, Miller 1977, Miller 1988). 

Clark et al. (2014) derived two equations to show the relationship between a firm’s asset beta (unlevered beta) 
and its equity beta to link between leverage and cost of capital as their empirical model. Toader (2013) also 
implemented the similar model to link between CAPM and MM theories under the assumption of riskless debt. 
The market value of a levered firm is defined as the sum of market value of its debt and market value of its 
equity. Modigliani and Miller (1958) stated that the value of a levered firm is equal to its unlevered value plus 
the present value of tax shield from debt financing. Based on these two expressions, if we assume that the debt 
is perpetual and any bankruptcy or financial distress costs due to debt financing is ignored, then we could 
combine them by writing the following equation: 

                                                                𝐷𝐷𝑖𝑖𝑖𝑖 + 𝐸𝐸𝑖𝑖𝑖𝑖 = 𝑉𝑉𝑈𝑈,𝑖𝑖𝑖𝑖 + 𝑡𝑡𝐷𝐷𝑖𝑖𝑖𝑖                                                       (1) 

with D is interest-bearing debt, E is the market value of equity, VU is the unlevered value of firm (firm’s value 
without any debt), and t is the marginal corporate tax rate. Given that beta of portfolio is the weighted average 
of individual assets’ betas, we can then write: 

             𝛽𝛽𝐷𝐷,𝑖𝑖𝑖𝑖
𝐷𝐷𝑖𝑖𝑖𝑖
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            (2) 

with βD is debt beta, βE is equity beta, βU is beta of unlevered firm which is equivalent to the firm’s asset beta, 
and βITS is the beta of firm’s interest tax shield. Assuming that βITS = βU = βA, then: 

                                                  𝛽𝛽𝐴𝐴,𝑖𝑖𝑖𝑖 = 𝛽𝛽𝐷𝐷,𝑖𝑖𝑖𝑖
𝐷𝐷𝑖𝑖𝑖𝑖
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                                        (3) 

solving for βE, we obtain: 

                                                𝛽𝛽𝐸𝐸,𝑖𝑖𝑖𝑖 = (𝛽𝛽𝐴𝐴,𝑖𝑖𝑖𝑖 − 𝛽𝛽𝐷𝐷,𝑖𝑖𝑖𝑖
𝐷𝐷𝑖𝑖𝑖𝑖
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𝑉𝑉𝑈𝑈,𝑖𝑖𝑖𝑖 + 𝑡𝑡𝐷𝐷𝑖𝑖𝑖𝑖
+ 𝛽𝛽𝐼𝐼𝐼𝐼𝐼𝐼,𝑖𝑖𝑖𝑖

𝑡𝑡𝐷𝐷𝑖𝑖𝑖𝑖
𝑉𝑉𝑈𝑈,𝑖𝑖𝑖𝑖 + 𝑡𝑡𝐷𝐷𝑖𝑖𝑖𝑖

            (2) 

with βD is debt beta, βE is equity beta, βU is beta of unlevered firm which is equivalent to the firm’s asset beta, 
and βITS is the beta of firm’s interest tax shield. Assuming that βITS = βU = βA, then: 
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𝐸𝐸𝑖𝑖𝑖𝑖
𝐷𝐷𝑖𝑖𝑖𝑖 + 𝐸𝐸𝑖𝑖𝑖𝑖

                                        (3) 

solving for βE, we obtain: 
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𝐸𝐸𝑖𝑖𝑖𝑖
                                      (4) 
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According to Clark et al. (2014) and Toader (2013), the above final equation shows the link between CAPM and 

MM theories, with 
𝐷𝐷+𝐸𝐸

𝐸𝐸  refers to financial leverage of firm (asset-to-equity ratio). It clearly implies the linear 

relationship between βE and 
𝐷𝐷+𝐸𝐸

𝐸𝐸 . On the other words, the beta equity of a firm will increase linearly as leverage 

increase and vice versa. So, increasing the number of equity within capital structure of a bank will reduce the 
bank leverage to a certain level. For example, halving the leverage will distribute the bank’s total risk to a twice 
as high number of shares, so each share will bear only half of the previous risk that makes the equity beta will be 
adjusted into half as well. This equation is originally referred to Hamada (1971) and going to be our empirical 
model. Meanwhile, the zero-risk debt assumption is used as deposits can be seen as riskless capital due to the 
existence of debt insurance. Furthermore, it does not represent the absence of default risk, instead it refers to the 
fluctuation in the value of debt risk relatively to the market (Toader 2013). 

Toader (2013) used a linear relationship of Capital Asset Pricing Model to link between expected return on 
equity (cost of bank’s equity) and associated level of risk as written by the following. 

                                                           𝐾𝐾𝐸𝐸,𝑖𝑖𝑖𝑖 = 𝑅𝑅𝐹𝐹 + 𝛽𝛽𝐸𝐸,𝑖𝑖𝑖𝑖(𝑅𝑅𝑀𝑀 −  𝑅𝑅𝐹𝐹)                                             (6) 

with KE represents banks’ cost of equity, RF is the risk-free rate, βE is the equity beta, and (RM – RF) is the 
market risk premium. By substituting equation (5) into equation (6), we can emphasize the direct relationship 
between capital structure described by financial leverage and expected cost of equity capital of banks. 

                                                 𝐾𝐾𝐸𝐸,𝑖𝑖𝑖𝑖 = 𝑅𝑅𝐹𝐹 + 𝛽𝛽𝐴𝐴,𝑖𝑖𝑖𝑖
𝐷𝐷𝑖𝑖𝑖𝑖 +  𝐸𝐸𝑖𝑖𝑖𝑖

𝐸𝐸𝑖𝑖𝑖𝑖
(𝑅𝑅𝑀𝑀 − 𝑅𝑅𝐹𝐹)                                       (7) 

This equation explains that the increasing equity proportion (i.e. reducing leverage) will cause the lower cost of 
equity (KE). Hence, Toader (2013) concluded above equation explaining the idea of MM proposition as: even 
though the higher proportion of stable resources (equity) within capital structure will increase the cost of capital, 
it will be compensated by the reduction in the expected return of equity as shareholders will adjust their 
expectation in respect to a lower risk they incur. 

This compensation effect mentioned in MM proposition will subsequently be applied into the calculation of 
weighted average cost of capital (WACC). 

                                              𝑊𝑊𝑊𝑊𝑊𝑊𝑊𝑊𝑖𝑖𝑖𝑖 = 𝐾𝐾𝐸𝐸,𝑖𝑖𝑖𝑖
𝐸𝐸𝑖𝑖𝑖𝑖

𝐷𝐷𝑖𝑖𝑖𝑖 + 𝐸𝐸𝑖𝑖𝑖𝑖
+ 𝑅𝑅𝐹𝐹

𝐷𝐷𝑖𝑖𝑖𝑖
𝐷𝐷𝑖𝑖𝑖𝑖 + 𝐸𝐸𝑖𝑖𝑖𝑖

                                       (8) 

with KE is cost of equity, RF is risk-free rate of debt, D is the debt amount, and E is the equity amount. By 
definition, WACC is defined as the average cost of equity and debt, weighted by their book values. Under the 
assumption of riskless debt, we can express the final WACC equation by combining equation (7) and equation 
(8) as follows. 

                                                    𝑊𝑊𝑊𝑊𝑊𝑊𝑊𝑊𝑖𝑖𝑖𝑖 = 𝑅𝑅𝐹𝐹 + 𝛽𝛽𝐴𝐴,𝑖𝑖𝑖𝑖(𝑅𝑅𝑀𝑀 −  𝑅𝑅𝐹𝐹)                                                 (9) 

We finally can conclude that the weighted average cost of capital is theoretically proven to be independent to a 
bank’s capital structure. Therefore, we should observe that the cost of increasing equity amount is close to or 
equal to zero. As a consequent, any change in the capital structure will not influence the WACC.  

 

 

 

 

3. Methodology 

3.1 Data 

As of our dataset, this study will be using the sample data of selected Indonesian banks listed on Indonesia 
Stock Exchange (IDX) as 2005. We shortlisted our sample by eliminating banks which have not enough 
supporting data availability. Out of 41 Indonesian listed banks, our final data is in the form of balanced panel 
dataset composed of 12 different banks and taken from annual consolidated financial reports of each bank. 
These data are compiled by Otoritas Jasa keuangan (OJK) and spanning a 10-year observation period, from 
2005 to 2014. As a result, there will be 120 balanced panel data included in our study. We also use the publicly 
available historical data of daily stock prices and market indices to calculate the annual equity beta of each 
individual bank in our sample.  

Equity beta is going to be our first dependent variable in our empirical analysis. It is also widely known as 
systematic risk or non-diversifiable risk, since it measures the sensitivity of the banks’ stock against market 
fluctuations. It would be estimated by using daily stock return and market return of Indonesian banks. The 
covariance between each banks’ stock return and market return will be divided by the variance of market return 
and the resulted value will be considered as equity beta. Our second dependent variable is the expected return on 
equity (ROE) and we calculate it by dividing market capitalization into net income as a proxy. These two 
dependent variables are used separately to reflect the degree of banks’ riskiness and the return on equity 
required by its shareholders. 

As of our independent variable, Tier 1 capital ratio will be used since it describes banks’ capital structure. Since 
banks are commonly a levered firm, then they will have a relatively higher percentage of debt rather than equity 
on its asset. Tier 1 capital ratio is the opposite of financial leverage and is a ratio of bank’s total equity and its 
total asset. Specifically, we define Tier1 capital ratio as Tier 1 capital to risk-weighted asset since it is in line 
with Basel regulatory framework. 

In order to control a series of banks’ asset characteristics, we use three bank specific ratio as our control 
variables, including liquidity ratio, return on asset (ROA), and loan loss reserve ratio. Liquidity ratio refers to 
the ability of bank to sell its assets without losing significant drops in their values. ROA measures the overall 
profitability of bank’s assets, while loan loss reserve ratio is provided by finding out the logarithm of total 
bank’s assets to show the probability of incurring future losses of banks assets and balance sheet size. 

 

3.2 Regression Model 

We use panel data regression model which combines cross-section and time series data in order to control any 
unobserved heterogeneity of the data. In addition, this type of regression analysis is beneficial in a way that it 
could detect and measure the impact of one variable to another better while it is also appropriate for studying a 
form of dynamic change.  

The estimated relationships in our regression models are as follows. 

𝛽𝛽𝐸𝐸,𝑖𝑖𝑖𝑖 = 𝛼𝛼𝑖𝑖 + 𝛿𝛿𝑖𝑖𝑋𝑋𝑖𝑖𝑖𝑖𝑇𝑇1𝐶𝐶𝐶𝐶𝑖𝑖𝑖𝑖 + 𝑢𝑢𝑖𝑖𝑖𝑖 

𝐶𝐶𝑅𝑅𝑅𝑅𝑖𝑖𝑖𝑖 = 𝛼𝛼𝑖𝑖 + 𝛿𝛿𝑖𝑖𝑋𝑋𝑖𝑖𝑖𝑖𝑇𝑇1𝐶𝐶𝐶𝐶𝑖𝑖𝑖𝑖 + 𝑢𝑢𝑖𝑖𝑖𝑖 

where βE,it  is the equity beta of bank i for the period t, ROEit is the expected ROE of bank i  for period t, T1CRit 
is the Tier1 capital ratio of bank i for the period t, αi is bank specific effect, 𝛿𝛿𝑖𝑖 is individual period effect,, Xit is a 
matrix of repressors which include control variables for asset beta, and uit is the standard error. 

There are three different estimation models in panel data regression according to the assumption towards 
intercepts, slopes, and error terms; pooled ordinary lease square method (PLS), fixed effect (FE), and random 
effect (RE). In order to decide which approach is the most suitable one for our study, we will conduct likelihood 
test (Chow Test) first to select between PLS and FE method. The following are the result for both regressions. 
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𝐸𝐸 . On the other words, the beta equity of a firm will increase linearly as leverage 

increase and vice versa. So, increasing the number of equity within capital structure of a bank will reduce the 
bank leverage to a certain level. For example, halving the leverage will distribute the bank’s total risk to a twice 
as high number of shares, so each share will bear only half of the previous risk that makes the equity beta will be 
adjusted into half as well. This equation is originally referred to Hamada (1971) and going to be our empirical 
model. Meanwhile, the zero-risk debt assumption is used as deposits can be seen as riskless capital due to the 
existence of debt insurance. Furthermore, it does not represent the absence of default risk, instead it refers to the 
fluctuation in the value of debt risk relatively to the market (Toader 2013). 

Toader (2013) used a linear relationship of Capital Asset Pricing Model to link between expected return on 
equity (cost of bank’s equity) and associated level of risk as written by the following. 
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with KE represents banks’ cost of equity, RF is the risk-free rate, βE is the equity beta, and (RM – RF) is the 
market risk premium. By substituting equation (5) into equation (6), we can emphasize the direct relationship 
between capital structure described by financial leverage and expected cost of equity capital of banks. 

                                                 𝐾𝐾𝐸𝐸,𝑖𝑖𝑖𝑖 = 𝑅𝑅𝐹𝐹 + 𝛽𝛽𝐴𝐴,𝑖𝑖𝑖𝑖
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(𝑅𝑅𝑀𝑀 − 𝑅𝑅𝐹𝐹)                                       (7) 

This equation explains that the increasing equity proportion (i.e. reducing leverage) will cause the lower cost of 
equity (KE). Hence, Toader (2013) concluded above equation explaining the idea of MM proposition as: even 
though the higher proportion of stable resources (equity) within capital structure will increase the cost of capital, 
it will be compensated by the reduction in the expected return of equity as shareholders will adjust their 
expectation in respect to a lower risk they incur. 

This compensation effect mentioned in MM proposition will subsequently be applied into the calculation of 
weighted average cost of capital (WACC). 

                                              𝑊𝑊𝑊𝑊𝑊𝑊𝑊𝑊𝑖𝑖𝑖𝑖 = 𝐾𝐾𝐸𝐸,𝑖𝑖𝑖𝑖
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with KE is cost of equity, RF is risk-free rate of debt, D is the debt amount, and E is the equity amount. By 
definition, WACC is defined as the average cost of equity and debt, weighted by their book values. Under the 
assumption of riskless debt, we can express the final WACC equation by combining equation (7) and equation 
(8) as follows. 
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We finally can conclude that the weighted average cost of capital is theoretically proven to be independent to a 
bank’s capital structure. Therefore, we should observe that the cost of increasing equity amount is close to or 
equal to zero. As a consequent, any change in the capital structure will not influence the WACC.  

 

 

 

 

3. Methodology 

3.1 Data 

As of our dataset, this study will be using the sample data of selected Indonesian banks listed on Indonesia 
Stock Exchange (IDX) as 2005. We shortlisted our sample by eliminating banks which have not enough 
supporting data availability. Out of 41 Indonesian listed banks, our final data is in the form of balanced panel 
dataset composed of 12 different banks and taken from annual consolidated financial reports of each bank. 
These data are compiled by Otoritas Jasa keuangan (OJK) and spanning a 10-year observation period, from 
2005 to 2014. As a result, there will be 120 balanced panel data included in our study. We also use the publicly 
available historical data of daily stock prices and market indices to calculate the annual equity beta of each 
individual bank in our sample.  

Equity beta is going to be our first dependent variable in our empirical analysis. It is also widely known as 
systematic risk or non-diversifiable risk, since it measures the sensitivity of the banks’ stock against market 
fluctuations. It would be estimated by using daily stock return and market return of Indonesian banks. The 
covariance between each banks’ stock return and market return will be divided by the variance of market return 
and the resulted value will be considered as equity beta. Our second dependent variable is the expected return on 
equity (ROE) and we calculate it by dividing market capitalization into net income as a proxy. These two 
dependent variables are used separately to reflect the degree of banks’ riskiness and the return on equity 
required by its shareholders. 

As of our independent variable, Tier 1 capital ratio will be used since it describes banks’ capital structure. Since 
banks are commonly a levered firm, then they will have a relatively higher percentage of debt rather than equity 
on its asset. Tier 1 capital ratio is the opposite of financial leverage and is a ratio of bank’s total equity and its 
total asset. Specifically, we define Tier1 capital ratio as Tier 1 capital to risk-weighted asset since it is in line 
with Basel regulatory framework. 

In order to control a series of banks’ asset characteristics, we use three bank specific ratio as our control 
variables, including liquidity ratio, return on asset (ROA), and loan loss reserve ratio. Liquidity ratio refers to 
the ability of bank to sell its assets without losing significant drops in their values. ROA measures the overall 
profitability of bank’s assets, while loan loss reserve ratio is provided by finding out the logarithm of total 
bank’s assets to show the probability of incurring future losses of banks assets and balance sheet size. 

 

3.2 Regression Model 

We use panel data regression model which combines cross-section and time series data in order to control any 
unobserved heterogeneity of the data. In addition, this type of regression analysis is beneficial in a way that it 
could detect and measure the impact of one variable to another better while it is also appropriate for studying a 
form of dynamic change.  

The estimated relationships in our regression models are as follows. 

𝛽𝛽𝐸𝐸,𝑖𝑖𝑖𝑖 = 𝛼𝛼𝑖𝑖 + 𝛿𝛿𝑖𝑖𝑋𝑋𝑖𝑖𝑖𝑖𝑇𝑇1𝐶𝐶𝐶𝐶𝑖𝑖𝑖𝑖 + 𝑢𝑢𝑖𝑖𝑖𝑖 
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where βE,it  is the equity beta of bank i for the period t, ROEit is the expected ROE of bank i  for period t, T1CRit 
is the Tier1 capital ratio of bank i for the period t, αi is bank specific effect, 𝛿𝛿𝑖𝑖 is individual period effect,, Xit is a 
matrix of repressors which include control variables for asset beta, and uit is the standard error. 

There are three different estimation models in panel data regression according to the assumption towards 
intercepts, slopes, and error terms; pooled ordinary lease square method (PLS), fixed effect (FE), and random 
effect (RE). In order to decide which approach is the most suitable one for our study, we will conduct likelihood 
test (Chow Test) first to select between PLS and FE method. The following are the result for both regressions. 
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Table 1 Likelihood Test for Equity Beta and Tier1 Capital Ratio Regression 

     
     Effects Test Statistic   d.f.  Prob.  
     
     Period F 2.217283 (9,106) 0.0263 

Period Chi-square 20.698791 9 0.0141 
     
      

Table 2 Likelihood Test for Expected ROE and Tier1 Capital Ratio Regression 

     
     Effects Test Statistic   d.f.  Prob.  
     
     Period F 5.242627 (9,106) 0.0000 

Period Chi-square 44.183807 9 0.0000 
     
     As we can see, the p-values in the above tables are less than significant level we use (0.05). This indicates that 

we should reject the null hypothesis and use FE model instead of PLS model. 

The next step is to conduct Hausman test to decide whether we will use FE or RE method. The following are the 
result for both regressions. 

Table 3 Hausman Test for Equity Beta and tier1 Capital Ratio Regression 

     
     

Test Summary 
Chi-Sq. 
Statistic Chi-Sq. d.f. Prob.  

     
     Period random 12.529613 4 0.0138 
     
      

Table 4 Hausman Test for Expected ROE and tier1 Capital Ratio Regression 

     
     

Test Summary 
Chi-Sq. 
Statistic Chi-Sq. d.f. Prob.  

     
     Period random 15.164944 4 0.0044 
     
     

As we can see, the p-values in the above tables are less than significant level we use (0.05). This indicates that 
the null hypothesis should be rejected and FE model is turned out to be the most appropriate approach to run our 
panel data regressions. This model allows us to use either time series (period) or cross-section dummy variable 
and we will apply period specification in this study to control variation across time so we can find out individual 
constants from time to time. 

 

4. Empirical Result and Analysis 

4.1 Sample Statistics 

Refer to Appendix 1, we find out that the average of Indonesian banks’ equity beta during the study period is 
0.81. This means that the banks’ stock prices have positive correlation toward stock market movement and 
every one percent increase in market will lead to the 0.81% increase in Indonesian banks’ stock prices and vice 
versa. We can also observe that this average equity beta experiences a slight increase after 2008 and it likely 
reflects the impact of financial crisis that causes the bank stock price riskier.  Meanwhile, the expected ROE for 

 

Indonesian banks’ is 8.1% in average and the average value is relatively higher after 2008 as investors expect 
the benefit from the domestic economic stability during the crisis. As of Tier1 capital ratio, the overall average 
value is about 17.78% and it increases post-financial turmoil. Besides, the other bank specific factors experience 
different variation and ROA is the most fluctuate above all. 

4.2 The Impact of Tier1 Capital Ratio towards Equity Beta (EB) 

Refer to Appendix 2, the result of our first panel regression shows that Tier1 capital ratio has a significant 
negative effect towards equity beta. Thus, we can interpret this as the systematic risk of Indonesian banks will 
tend to be falling in response to the rising amount of banks’ core capital ratio. It is also proven that banks’ asset 
characteristics we used in this study have also influenced the value of bank’s equity in a significant way. As 
mentioned earlier, we could estimate the value of bank’s asset beta by looking into the resulted coefficient of 
Tier1 capital ratio in our model. Theoretically, we predict a full MM compensation effect that doubling Tier1 
capital ratio should turn the banks’ equity beta into half. However, our empirical result only shows a partial 
effect of less than 6%, yet it is significant enough to explain the existence of MM compensation effect in 
Indonesian banking practice. 

4.3 The Impact of Tier1 Capital Ratio towards Expected Return on Equity (ROE) 

Refer to Appendix 3, our second panel regression discloses that there is a negative relationship between Tier1 
capital ratio and expected ROE. The higher amount of Tier1 capital ratio within bank’s balance sheet will 
significantly reduce the required return on equity by shareholders. This statement makes sense theoretically 
since shareholders will tend to adjust their required return on equity in respect to the higher amount of core 
capital and the lower leverage level of bank at the same time. This adjustment is due to the fact that the risk per 
unit of equity is lower. Our empirical findings show that the expected ROE is estimated to be decreasing up to 
26.5% for every one unit increase in banks’ core capital ratio. Besides, we also find out that liquid asset ratio 
and ROA are statistically significant in shaping the required return on equity perception. However, the signs for 
these two explanatory asset characteristics are different.  

 

5. Conclusion 

5.1 Conclusion 

The aftermath of global financial crisis in 2008 has led the Banks for International Settlements (BIS) as global 
banking regulator to release the latest Basel III as a means to create a more resilient banks and banking systems. 
By raising more core equity capital rather than debt, banks are encouraged to minimize the risk of failure while 
maximize its loss-absorbing capacity during financial crisis. The objective of this study is to analyze to what 
extent the higher capital requirements under Basel III regulatory framework will affect Indonesian banks’ risk 
and return. It is empirically shown that there are significant negative relationships between Tier 1 capital ratio as 
our independent variable and equity beta as well as expected return as our dependent variables. This means the 
new capital requirement under Basel III regulatory framework is proven to be effective to achieve financial 
stability and improve banking loss-absorbing capacity during financial crisis in a way that it could lower the 
systematic risk and expected return on equity by shareholders commensurate with specific bank’s asset 
characteristics. 

5.2 Recommendation 

The author recommends that bankers should begin to review the Basel III Regulatory framework as well as any 
possible impact that it may cause. By considering the target of full implementation of Basel III in 2019, bankers 
should also take a part in applying these latest banking policies and standards immediately. As of regulators, 
they should act either as a guide in ensuring that the regulation they have proposed is implemented properly and 
as a watchdog in taking such preventive action to mitigate the risk of financial crisis beforehand. For further 
research, the author suggests to extend the scope of study by including both banking and financial institutions as 
these two subsectors are considered major players in determining the national economic stability and growth. 
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APPENDICES 

Appendix 1: Descriptive Statistics of Variables 

2005-2014 Equity Beta ROE 
Tier1 

Capital 
Ratio 

Liquid 
Asset Ratio 

ROA 
Loan Loss 

Reserve 
Ratio 

Mean 0.806154 0.081067 0.177867 0.015829 2.167624 7.854488 
Median 0.917748 0.072889 0.175098 0.015039 1.910000 8.030139 

Maximum 1.823448 0.320048 0.516532 0.043969 5.150000 8.902091 
Minimum -3.566113 -0.012124 0.072670 0.001855 -0.830000 6.187960 
Std. Dev. 0.651254 0.050739 0.057271 0.007796 1.317144 0.684269 

       
Observations 120 120 120 120 120 120 
Cross sections 12 12 12 12 12 12 

 

 

2005-2008 Equity Beta ROE 
Tier1 

Capital 
Ratio 

Liquid Asset 
Ratio 

ROA 
Loan Loss 

Reserve 
Ratio 

Mean 0.799577 0.070218 0.164850 0.016249 2.007500 7.632645 
Median 1.027406 0.061540 0.160578 0.014788 1.705000 7.730524 

Maximum 1.785408 0.191931 0.279996 0.043969 5.040000 8.554415 
Minimum -3.566113 0.009330 0.072670 0.001855 0.230000 6.187960 
Std. Dev. 0.850920 0.039021 0.050464 0.008580 1.260644 0.680062 

       
Observations 48 48 48 48 48 48 
Cross sections 12 12 12 12 12 12 
 

 

 

2009-2014 Equity Beta ROE 
Tier1 

Capital 
Ratio 

Liquid Asset 
Ratio 

ROA 
Loan Loss 

Reserve 
Ratio 

Mean 0.810538 0.088300 0.186545 0.015549 2.274373 8.002383 
Median 0.851439 0.080047 0.183495 0.015415 2.010000 8.164948 

Maximum 1.823448 0.320048 0.516532 0.032790 5.150000 8.902091 
Minimum -0.287935 -0.012124 0.091228 0.002426 -0.830000 6.370661 
Std. Dev. 0.481154 0.056341 0.060172 0.007275 1.351602 0.650511 

       
Observations 72 72 72 72 72 72 
Cross sections 12 12 12 12 12 12 
 

 

 

Appendix 2: Equity Beta and Tier1 Capital Ratio. Fixed Effects Model. 

Dependent Variable: Equity Beta   
Method: Pooled Least Squares   
Date: 07/03/15   Time: 10:36   
Sample: 2005 2014   
Included observations: 10   
Cross-sections included: 12   
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Appendix 2: Equity Beta and Tier1 Capital Ratio. Fixed Effects Model. 

Dependent Variable: Equity Beta   
Method: Pooled Least Squares   
Date: 07/03/15   Time: 10:36   
Sample: 2005 2014   
Included observations: 10   
Cross-sections included: 12   
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Total pool (balanced) observations: 120  
     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     Constant -2.424009 0.824076 -2.941489 0.0040*** 

Tier1 Capital Ratio -0.058777 0.942237 1.123685 0.0437** 
Liquid Asset Ratio -21.00700 8.902840 -2.359584 0.0201** 

ROA 0.175432 0.058807 2.983204 0.0035*** 
Loan Loss Reserve Ratio 0.381195 0.118313 3.221931 0.0017*** 

Fixed Effects (Period)     
2005—C 0.317109    
2006—C 0.244623    
2007—C -0.374409    
2008—C 0.327411    
2009—C 0.108972    
2010—C 0.007062    
2011—C -0.033317    
2012—C -0.121108    
2013—C -0.170374    
2014—C -0.305968    

     
      Effects Specification   
     
     Period fixed (dummy variables)  
     
     R-squared 0.408224     Mean dependent var 0.806154 

Adjusted R-squared 0.335648     S.D. dependent var 0.651254 
S.E. of regression 0.530822     Akaike info criterion 1.680502 
Sum squared resid 29.86786     Schwarz criterion 2.005709 
Log likelihood -86.83010     Hannan-Quinn criter. 1.812570 
F-statistic 5.624766     Durbin-Watson stat 1.618614 
Prob(F-statistic) 0.000000    

     
               Notes: significant level *** p<0.01, ** p<0.05, * p<0.1 

 

Appendix 3: Expected ROE and Tier1 Capital Ratio. Fixed Effects Model. 

Dependent Variable: Expected ROE   
Method: Pooled Least Squares   
Date: 07/03/15   Time: 10:10   
Sample: 2005 2014   
Included observations: 10   
Cross-sections included: 12   
Total pool (balanced) observations: 120  

     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     Constant 0.202942 0.064409 3.150843 0.0021 

Tier1 Capital Ratio -0.264951 0.073644 -3.597730 0.0005 
Liquid Asset Ratio -3.510830 0.695835 -5.045494 0.0000 

ROA 0.020903 0.004596 4.547764 0.0000 
Loan Loss Reserve Ratio -0.008210 0.009247 -0.887832 0.3766 

Fixed Effects (Period)     
2005--C -0.019943    
2006--C -0.019434    
2007--C -0.041536    
2008--C 0.035720    
2009--C -0.007675    

 

2010--C -0.016478    
2011--C 0.009056    
2012--C 0.026684    
2013--C 0.051021    
2014--C -0.017416    

     
      Effects Specification   
     
     Period fixed (dummy variables)  
     
     R-squared 0.404432     Mean dependent var 0.081067 

Adjusted R-squared 0.331390     S.D. dependent var 0.050739 
S.E. of regression 0.041488     Akaike info criterion -3.417525 
Sum squared resid 0.182456     Schwarz criterion -3.092318 
Log likelihood 219.0515     Hannan-Quinn criter. -3.285457 
F-statistic 5.537023     Durbin-Watson stat 1.768328 
Prob(F-statistic) 0.000000    

     
               Notes: significant level *** p<0.01, ** p<0.05, * p<0.1 
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ABSTRACT 

This study is comparing the service quality, customer satisfaction and word of mouth 
between Thai customers and Cambodian customers towards the True coffee shops. And 
this study also conducts to find the relationship of service quality dimensions, customer 
satisfaction and word of mouth between Thai customers and Cambodian customers. The 
researcher surveyed 400 respondents who have had experienced with the True coffee 
shops, 200 respondents of Thai customers and 200 of Cambodian customers. Descriptive 
analysis and inferential analysis were use to analyze the data. The results showed there 
were significant different between Thai customers and Cambodian customers in Physical 
environment, customer satisfaction and word of mouth. Service quality in terms of 
interaction quality and outcome quality were not significant different between Thai 
customers and Cambodian customers. Based on the findings the researcher has made 
recommendations towards to company. 

Keyword: Service Quality, Interaction Quality, Physical Environment Quality, Outcome 
Quality, Customer Satisfaction, Word Of Mouth  

 

Introduction 

The goal of every business is to satisfy the needs of the customers, in order to get the 
customer satisfaction (Padma et al., 2009). The competitive business environment 
currently focused on customer satisfaction, in order to market the business (Babin and 
Griffin, 1998; Oliver, 1999). Normally, the first evaluation of a product or service’s 
performance of the company is customer satisfaction (Anderson and Sullivan, 1993). If he 
or she perceives a high quality experience, he or she will leave as a satisfied customer and 
surely will spread the word to family and friends, which leads to creating word of mouth. 
In addition, word of mouth plays a very important role in service businesses, especially 
when it comes to the services of the food and beverage business. Word of mouth can 
generate more customers or can reduce the number of the customers depending on the 
service quality and customer satisfaction. In this study the researcher applied many 
independent variables, which may impact on customer satisfaction and word of mouth 
towards the coffee shop business. The coffee industry is not only entertaining but also it 
offers many provocations as it has become increasingly demanding and competitive in all 
areas of operations for success.In this study, the researcher studied about service quality, 
customer satisfaction and word of mouth towards the True coffee shop in Bangkok, 
Thailand and Phnom Penh, Cambodia.  

 

The reason that the researcher choses the True coffee shop among other coffee shops in 
Thailand because True coffee shop is originally from Thailand, one of the premium and 
local cafés in Thailand that provide a verity of products and standard services to 
customers. And the reason that the researcher chooses the True coffee shop among other 
coffee shops in Cambodia is because the researcher wants to compare between Thai 
customers and Cambodian customers. In order to compare a service or product, it is to 
make sure that the subjects that are used to compare is actually the same industry or the 
same field and the researcher would like to study the result or feedback from customers 
basedon level of customer satisfaction and word of mouth in terms of negative or positive 
feedback when compared between two countries. As, True coffee shop is also available in 
Phnom Penh, Cambodia, the researcher decided to choose the True coffee shop for the 
study.  

True coffee in Thailand is the name of the shop under the True Telecommunication and 
Multimedia service. The leading company in this group is True Corporation, providing a 
fully integrated communication solution provider in Thailand. The researcher studied one 
of the services from True Company, which is the True Coffee Shop.  True Coffee shop 
was established in the year of 2548 (2015). The first shop was located in Kao san road in 
Bangkok, Thailand. Using the concept of from the earth to the cup, and to make 
customers escape from all worries, sit, relax, sip and surf. Inside the coffee shop, besides 
premiumcoffee, the shop also provides high speed Internet Wi-Fi to the customers. The 
customers of true coffee shop will be able to drink the good taste of coffee at the same 
time using other services from True. Moreover, True coffee also provides a premium 
bakery, sandwiches and coffee mugs. Nowadays, there are seventy-eight branches of 
True coffee shop in Bangkok, Thailand in both individual and franchises. 

G.T. Group Co., Ltd. Is a multi-business company established in 2004 in Cambodia. GT 
Group was granted exclusive franchising for True coffee shop from Thailand to 
Cambodia in the year 2011, located at the Paradise hotel. They believe that “What works 
in Thailand also works well in the Cambodian market” as consumer perceptions are quite 
similar. True coffee in Cambodia provides the same services as True coffee in Thailand 
(beverage, bakery, coffee mugs). There is only one shop in Phnom Penh, Cambodia right 
now. And in the near future the company is planning to expand and open more branches 
inside Cambodia (City and Provinces). 

 

Literature Review 

A. Service quality 

The measurement of service quality is SERVQUAL or gap analysis and was developed 
by Panasuramanet al. (1980) and is a tool to evaluate service quality based on the 
customers’ aspect by comparing their perception with their expectations and if the 
customer’s experience does not match with their expectation a gap will happen. However 
in this study, the researcher applied only service quality, which is one part of 
SERVQUAL, known as SERVPERF. There are three service quality dimensions as 
follows interaction quality, physical environment quality and outcome quality. Cronin 
and Taylor (1992) defined to measure the service quality, should only from the customer 
perceptions. Service quality should compare customers’ desires and how to fulfill 
customers’ needs. 
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B. Interaction Quality 

Interaction quality refers to the excellent service quality that is provided to the consumer, 
the behavior of the employees towards customers. According to HSQM, interaction 
quality is a function of attitude, behavior and expertise (Pollack, 2009). For the phone 
service, the most important factors for interaction quality is attitude and behavior and for 
the hairdresser and barber services the main driver of interaction quality is attitude and 
expertise (Pollack, 2009). Mukherjee (2002) indicated that the service quality interaction 
in franchise chains, exists and it can be influenced by different variables. 

C. Physical Environment Quality  

The physical environment is comprised of ambient conditions, design and social factors 
(Brady and Cronin, 2001).  For the phone industry, the most important factors of the 
present results suggest that ambient conditions and social factors are important while 
ambient conditions and design are important for the hairdresser/ barber sample (Pollack, 
2009). In a retail store, consumer conduct was basically a passionate reaction to the 
variables making up the retail environment.  On a more general level, some researchers 
suggest that physical settings can create certain expectations about how individuals 
should act. The physical environment works discriminatingly and coordinates the 
activities of persons. People manage and react to their surroundings in different personal 
ways because they are different. 

D. Outcome Quality 

Outcome quality refers to the outcome of the service performance and represents what the 
consumer perceives from the service quality (Mansoret al. 2012). Service outcome refers 
to the outcome of the service act, after the service delivery to the customer (Gronroos, 
1984). Brady and Cronin (2001) stated that the outcome quality consider the customer’s 
perception of the excellent service experience. There are three types of services, in which 
the perceived quality of service outcomes positively influences customer satisfaction, i.e., 
photograph developing shops, banks, and hospitals (Hsieh and Hiang, 2004). For the 
phone service and hair dresser/Baber shops in terms of overall service quality all three 
primary dimensions are important for outcome quality (Pollack, 2009). Also, Baker and 
Lamb (1993) defined that customers of each industry, regularly unable to assess the 
technical quality of the outcome, must rely on the procedure measurements as an 
indicator of the quality of service they have received 

E. Customer Satisfaction  

Customer satisfaction refers to a judgment of customers about the products or service that 
the company provided with a pleasurable level of customers based on fulfillment 
response (Pollack, 2009). Oliver (1992) conceptualized that customer satisfaction is the 
preliminary step of evaluation in a customer’s decision and emotional response to the 
overall product or service experience. Increasing customer satisfaction leads to enhance 
the profits. Customer satisfaction is considered as a primary condition for customer 
loyalty that is an important thing for increasing profits. The future trend in building 
marketing is to expand customer relationships and marketer has become increasingly 
interested in keeping customers over the long run. Bolton (1998), Rust and Zahorik 
(1993) and Zeithaml et.al (1996) suggested that customer satisfaction is a key decision of 
customer holdings. By satisfying customers’ needs, companies can get up to 40 percent 
more of return customers 

F. Word of Mouth 

Word of mouth refers to people talking about service or products based on their 
experiences to their families, friends, co-workers, and others, which may influence the 
customer to repurchase. A measurement scale for WOM has yet to be systematically 
developed and empirically validated (see J. Anderson and Gerbing 1988; Churchill 1979). 
WOM may be defined as informal, person-to-person communication between a perceived 
noncommercial communicator and a receiver regarding a brand, a product, an 
organization, or a service (E. Anderson 1998; Arndt 1968; Buttle 1998). Following 
Churchill's (1979) recommendations for developing marketing measures, once a construct 
is defined, the next step is to generate a set of items that capture the domain of the 
construct (Churchill 1979). On the basis of the literature review, aspects of WOM appear 
to include several aspects. One aspect is enthusiasm, which includes frequency (how 
often the individual engages in WOM) and the number of contacts (E. Anderson 1998; 
Brown and Reingen 1987; Reingen and Kernan 1986).  

 

Research Framework And Methodology 

The conceptual framwork is the reseacher’s own model and it explains the relationship 
between independent and dependent variables. there are many different factors that lead 
to  customer satisfaction and word of mouth. The researcher applied three variables of 
service quality ( interaction quality, physical environtment quality, outcome quality) and 
customer satifaction and The researcher applied overall satisfaction and word of mouth. 
Therefore, the researcher modified the conceptual framework of this study shown in 
Figure 1. Three groupshypotheses were derived from the framework and are shown as 
follows: 

Group I:  

H1: There is no significant difference in service quality in terms of interaction quality 
between Thai customers and Cambodian customers.  

H2: There is a significant difference in service quality in terms of physical environment 
quality between Thai customers and Cambodian customers.  

H3: There is no significant difference in service quality in terms of outcome quality 
between Thai customers and Cambodian customers.  

H4: There is a significant difference in customer satisfaction between Thai customers and 
Cambodian customers. H5: There is a significant difference in word of mouth between 
Thai customers and Cambodian customers.  

Group II:  

H8: There is no significant relationship between customer satisfaction and word of mouth 
for Thai customers.  

H9: There is no significantrelationship between customer satisfaction and word of mouth 
for Cambodian customers. 

Group III:  

H6: Service quality interms of interaction quality, physical environment quality, outcome 
quality do not influence customer satisfaction of Cambodian customers.  
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H7: Service quality in terms of interaction quality, physical environment quality, outcome 
quality do not influence customer satisfaction of Thai customers 

H10: Service quality in terms of interaction quality, physical environment quality, 
outcome quality do not influence word of mouth of Thai customers.  

H11: Service quality interms of interaction quality, physical environment quality, 
outcome quality do not influence word of mouth of Cambodian customers 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1:  The modified conceptual framework of service quality leads to customer 
satisfaction and word of mouth between Thai customers and Cambodian customers of 
True Coffee shop 

 

Research Methodology 

The purpose of this study is to compare the service quality, customer satisfaction and 
word of mouth between Thai customer and Cambodian customers towards the True 
coffee shops. 400 questionnaires were distributed and administered to the target 
population that divided into two groups, which are Thai customers 200 and Cambodian 
customers 200 who have had experience with True coffee shops. The questionnaires 
consisted of five parts, screening questions, service quality, customer satisfaction, word 
of mouth and demographic factors. The researcher applied descriptive and inferential 
analysis to convert the data into summaries. Independent T-test for test the Hypotheses 
group I, Pearson Correlation for test the Hypotheses group II and Multiple regression for 
test the Hypotheses group III.  
  

Table 1: Summary of Group I from Hypotheses Testing  

 

Null Hypothesis Statistical 
Treatment 

Level of 
Significance 

Results 

H1o: There is no significant different in 
service quality in terms of interaction 
quality between Thai customers and 
Cambodian customers. 

Independent T-Test 0.312 Failed to 
reject Ho 

H2o: There is no significant difference in 
service quality in terms of physical 
environment quality between Thai 
customers and Cambodian customers. 

Independent T-Test 0.002 Rejected 
Ho 

H3o: There is no significant difference in 
service quality in terms of outcome quality 
between Thai customers and Cambodian 
customers 

Independent T-Test 0.077 Failed to 
reject Ho 

H4o: There is no significant difference in 
customer satisfaction between Thai 
customers and Cambodian customers 

Independent T-Test 0.000 Rejected 
Ho 

H5o: There is no significant different in 
word of mouth between Thai customers 
and Cambodian customers. 

Independent T-Test 0.000 Rejected 
Ho 

 

Table 2: Summary of Group II from Hypotheses Testing  

 
  

Null Hypothesis Statistical 

Treatment 

Level of 

Significance 

Beta Coefficient 

Values 

Results 

H8o: There is no significant 

relationship between customer 

satisfaction and word of mouth of 

Thai customers 

Pearson 

Correlation 

0.000 0.654 Rejected Ho 

H9o: There is no significant 

relationship between customer 

satisfaction and word of mouth of 

Cambodian customers.  

Pearson 

Correlation  

0.000 0.654  Rejected H0 
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Table 3: Summary of Group III from Hypotheses Testing  

 

 

Conclusion 

True coffee shops are one premium café, originally from Thailand and expended the 
business to Cambodia. The coffee business in both countries is facing many competitors. 
The new café shops are growing day by day. This study is to build and develop the 
service quality of the True coffee shops in Thailand and Cambodia in order to increase 
customer satisfaction and create positive word of mouth. On the other hand, this study 
will reveal that customers perception towards True coffee shops by Thai customers and 
Cambodian customers.  

Surveys were administered in Bangkok, Thailand and Phnom Penh, Cambodia from June 
to July 2015. The data were gathered from 400 respondents, consisting of 200 

Null Hypothesis Statistical 

Treatment 

Level of 

Significance 

Beta Coefficient 

Values 

Results 

H6o: Service quality in terms of   

⁻ Interaction quality 

⁻ Physical environment quality 

⁻ Outcome quality 

Are not influence on customer 

satisfaction of Cambodian customers 

Multiple 

Regression 

 

0.448 

0.012 

0.000 

 

-.076 

-.217 

.865 

 

Failed Ho 

Rejected Ho 

Rejected Ho 

H7o:  Service quality in terms of   

⁻ Interaction quality 

⁻ Physical environment quality 

⁻ Outcome quality 

Are not influence on customer 

satisfaction of Thai customers 

Multiple 

Regression 

 

0.032 

0.003 

0.038 

 

.202 

.326 

.243 

 

 

 

Rejected Ho 

H10o:  Service quality in terms of   

⁻ Interaction quality 

⁻ Physical environment quality 

⁻ Outcome quality 

Arenot influence on word of mouth of 

Thai customers 

Multiple 

Regression 

 

0.399 

0.028 

0.000 

 

-.136 

-.301 

1.015 

 

Failed Ho 

Rejected Ho 

Rejected Ho 

H11o: Service quality in terms of   

⁻ Interaction quality 

⁻ Physical environment quality 

⁻ Outcome quality 

Are notinfluence on word of mouth of 

Cambodian customers 

Multiple 

Regression 

 

0.002 

0.002 

0.000 

 

.232 

.266 

.578 

 

 

Rejected Ho 

respondents from Thai customers and 200 from Cambodian customers. The distributions 
of the respondent were 213 males and 187 females. The majority of respondents were in 
the age of 21 to 30 years old are private company employees, the education level were 
bachelor degree and master degree with the monthly income from 15,001 to 30,000 baht 
($401-$900). In addition, the independent T-test was used to test the group I, Pearson 
Correlation was used to test the group II and Multiple Regression was used to test the 
group III.  

Group I, based on Hypotheses 2, 4, 5 were significant different in physical environment 
quality, customer satisfaction and word of mouth between Thai and Cambodian 
customers at 0.002, and 0.000. However, hypothesis 1 and hypothesis 3 were not 
significant different in interaction quality and outcome quality between Thai and 
Cambodian customers at 0.312 and 0.077 by using Independent T-test.  

Group II, based on Hypothesis 8 and hypothesis 9 by using Pearson’s Correlation 
Coefficient, Hypothesis 8 and hypothesis 9 have a significant relationship in customer 
satisfaction and word mouth between Thai and Cambodian customers at the level of 
significance 0.000. 

Group III, based on Hypotheses 6, 7, 10, 11 tested by Multiple linear regression. 
Hypothesis 6 have significant influence in physical environment qualityand outcome 
quality on the customer satisfaction of Thai customers at 0.012 and o.000 however; 
interaction quality was not influence on customer satisfaction of Thai customers at 0.448. 
Hypothesis 7 showed significant influence in interaction quality, physical environment 
quality and outcome quality on customer satisfaction of Cambodia customers at 0.32, 
0.003 and 0.038. Hypothesis 10 was significant influence in physical environment 
quality, outcome quality on word of mouth of Thai customers at 0.28 and 0.000 however; 
the interaction quality was not influence on word of mouth of Thai customers at 0.399. 
And Hypothesis 11 showed significant influence in interaction quality, physical 
environment quality and outcome quality on word of mouth of Cambodian customers at 
0.002, 0.002 and 0.000. 

 

Recommendations 

Group I 

Based on Hypothesis 1, the result indicates that the significant of service quality in terms 
of interaction quality between Thai customers and Cambodian customers are no different. 
Thai and Cambodian customers perceived the same quality of interaction with the True 
coffee’s staff; they trust the employees at the same level. Both nationalities believe that 
the attitude of the True coffee’s staff is the same and the staff also responds quickly to the 
needs of the customers in the same way. Based on Table 6.2 the total average mean of 
interaction quality of Thai customers was 3.55 and Cambodian customers were 3.48. 
Even though, the result seems to be good, in order to improve and sustain the business, 
the True coffee shops should keep improving the interaction quality and the researcher 
would like to recommend to the True coffee shops in Bangkok, Thailand and in Phnom 
Penh, Cambodia to focus more on the human resource management by providing training 
courses to the staff of the True coffee shops for product improvement and for attitude 
towards customers. Train staff of the True coffee shops in effective customer service 
techniques, by using the care concept which includes such simple steps such as looking 
customers in the eye and smiling at them with greeting them promptly, as well as 
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measures such as anticipating their needs they should organize the event in order to build 
the relationship between staff and the management team, to fill in the blanks between 
staffs and manger in order to respond quickly and provide the right service to customers. 
True coffee shops should recruit the right people and put in the right job by looking and 
hiring people that have a passion and really have a service mind. Once the staff are happy 
to work then they will provide better interaction quality with the customers. 

Based on Hypothesis 2, the result indicates that the significant of service quality in terms 
of physical environment quality between Thai customers and Cambodian customers are 
different. Based on the discussion shows that in order to improve the physical 
environment quality of the True coffee shops in Cambodia, the researcher recommends to 
the True coffee shop in Cambodia to improve the environment inside the shops, based on 
the majority of respondents is the aged from 21 to 30 years old. The majority of this age 
is looking for a place to sit not only for the coffee but they would like to use the facilities 
of the shop for their own personal lifestyle. In the meantime, the parking lot is very 
important for customers, True coffee shop in Cambodian should consider a location that 
provides a place for parking for customers. As in both countries Thailand and 
Cambodian, there are many coffee shops growing day by day, which they are focus on 
the design to get more attention from the customers. Only focusing on the products and 
services is not enough to support the needs of the customers with this age group. In 
addition, the environment quality, the shop’s layout also is one of the main important to 
approach the customers is the trend of the social media, if the True coffee shops focus on 
this; True coffee shops will get more customers. Moreover, the researcher would suggest 
to the True coffee shops in Thailand and Cambodia to corporate with universities, which 
are experts in interior design and organize the program for the students to show their 
talents by designing the new layout which serves the needs of the coffee lovers and the 
needs of the environment that the customers need for the next branch. By doing this the 
True coffee shops also get to promote the brand of True Coffee throughout the 
universities as well. Most of the respondents are also universities students. 

Based on hypothesis 3, the result indicates that the significant of service quality in terms 
of outcome quality between Thai customers and Cambodian customers are no different. 
Thai and Cambodian customers have the same experiences with the True coffee shops. 
The feeling, the waiting, the products that the True coffee shops offered to Thai 
customers and Cambodian customers are the same based on the Table 6.4 the total 
average means of the outcome quality of Thai customers were 3.54 while the Cambodian 
customers were 3.42. The outcome quality must rely on the procedure measurements as 
an indicator of the quality of service they have received. In order to improve and maintain 
the outcome quality the researcher recommends to the True coffee shop in Thailand and 
Cambodia to improve the quality of the shops such as the overall of what the True coffee 
shops provided to the customers, manage the waiting time, keep innovative by always 
trying to add new menus and make them different from other coffee shops. They must 
keep improving the quality of the products such as coffee and bakery. Timing is also an 
aspect of customer care. Serve drinks and bakery promptly; minimize the waiting time. 
Not only talk with the customers but also give an opportunity to customers to provide 
feedback (listen to the customers). Therefore, try to implement policy to improve the 
service based on specific customer comments. 

 

Based on Hypothesis 4, the result indicates that there is a significant difference in 
customer satisfaction between Thai and Cambodian customers. Padma et al., (2009) the 
customer satisfaction depends on the competence of the provider to converge customer’s 
needs, and no matter how good the services are the customers will persistently expect 
better service. In order to gain more customer satisfaction for both nationalities, for Thai 
customers, the researcher would like to recommend to the True coffee shops in Thailand 
to improve their service quality, by always to getting feedback from Thai customers and 
observing the customer behavior every time that the customers visit the shop. Provide the 
best service as much as possible in order to keep the customer satisfied. Introduce the 
promotions as well as introduce new menus or recommend to the customers as fast as 
possible. As in Thailand there are many branches of True coffee shops, which can 
generate more of customer satisfaction of Thai customers more than Cambodian 
customers. For Cambodian customers, the first thing that the researcher would like to 
recommend is that based in Cambodia, it is a standalone shop, there is an opportunity for 
True telecommunication to expand business to Cambodia or the True coffee shop in 
Cambodia should cooperate with any Cambodian local telecommunication service in 
order get links to the True coffee shops. Also the True coffee shops in Cambodia should 
consider expanding more branches in order to gain more attention and more convenience 
for Cambodian customers to find, provide the best service as much as possible to the 
Cambodian customers based on Cambodian customers who are not really familiar with 
the True coffee brand. In order to gain a higher level of customer satisfaction, they need 
to get feedback to encourage the customers to give their feedback and to share their 
opinions about their experience while using this service. This will help the True coffee 
shops of both countries to improve and develop service to serve the customers’ needs. 
The study results can help the True coffee shop to improve in the areas where it is 
lacking. It can improve by motivating its employees so that the rest of the customers also 
could feel maximum satisfaction. 

Based on Hypothesis 5, the result indicates that there is a significant difference in word of 
mouth between Thai customers and Cambodian customers. This doesn’t necessarily mean 
from the shop critics and the usual media channels, but also from word of mouth via the 
people that matter to the customers. In order to increase the word of mouth for both 
nationalities, the researcher would like recommend to the True coffee shops in Thailand 
to provide some special privileges such as sending birthday vouchers on customers’ 
birthdays to reward them, which can motivate them to have a good value perception and 
also create a positive WOM (word of mouth) This means they will talk about the True 
coffee. Try to control from all the mass media because in Thailand there are many 
branches of the True coffee shops, which can be difficult to follow up with the post from 
the customers through their own social media. The researcher would like to recommend 
the True coffee shop in Cambodia, to focus on the social media by responding quickly to 
questions and set up promotions more often such as buy one get one for free, in order to 
create more word of mouth. Invite Cambodian celebrities to experience the True coffee 
shop in order to create an image for the shop. Have a unique selling point that sets them 
apart from other coffee shops. By having promotions and events, nothing brings a smile 
to customers more than the opportunity to save some money when they buy drinks. The 
more positive word of mouth from satisfied customers, the more customers will purchase 
the products or use the service of the True coffee shops, while negative word of mouth 
from dissatisfied customers can affect the number of purchases or use of services of the 
True coffee shops 
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Group II  

Based on the Hypothesis 8, the result indicates that there is a significant relationship 
between customer satisfaction and word of mouth of Thai customers. The researcher 
would like to recommend to the True coffee shops in Thailand to build more customer 
satisfaction and order to create positive word of mouth. At any moment, an unhappy 
customer can share their opinion through social media and the web that negatively affects 
the business. That is why it is even more important than ever to create an excellent 
experience for the customers to help develop customer satisfaction. From the results it is 
quite clear that the True coffee shops in Thailand should solidify the relationship between 
customers and the shops such as treat the customers in the right way and respect the 
customers.   

Based on the Hypothesis 9, the result indicates that there is a significant relationship 
between customer satisfaction and word of mouth of Cambodian customers the researcher 
would like to recommend to the True coffee shops in Cambodia to build more customer 
satisfaction and order to create the positive word of mouth. Even though there is a 
positive relationship between customer satisfaction and word of mouth of Cambodian 
customers but from the True coffee shop in Cambodia also have to straighten the 
relationship with the customers such as always listen to the customers, hear what the 
customers are saying, continue to satisfy by offering ongoing support and make them feel 
special 

 

Group III 

Based on Hypothesis 6, the results indicate that service quality in terms of interaction 
quality; physical environment quality and outcome quality are influence on customer 
satisfaction of Thai customers. Based on Table 5.27 show that interaction quality and 
physical environment are negative, the researcher would recommend to the True coffee 
shops in Thailand to improve based on the results from the regression coefficient at 
standardized coefficients the beta (B) of interaction quality is equal to  -.076, meaning 
that the Thai customers are not happy with the interaction quality of the True coffee shop, 
the researcher would recommend to improve the quality of interaction between customers 
and the True coffee’s staffs such as try to remember the loyal customer’s name by calling 
their name with a greeting and willing to recommend new menus and promotions to the 
customers before the customers ask meaning  more friendliness and respond quick to the 
customers. Also the True coffee shops in Thailand should spend more for their staff such 
as salary, benefits and training costs to ensure the staff could provide a better service to 
the customers. Using a standardized process to make the operation flow and more speed. 
The beta (B) of physical environment quality is equal to -.217 meaning that the Thai 
customers also not satisfied with the physical environment quality of the True coffee 
shop, the researcher would like to recommend improving the store to be more modern 
looking in terms of layout and visuals to make it more appealing.  And the beta (B) of 
outcome quality is equal to .865 and the constant equal 1.657.Hernon (2001) argues that 
satisfaction and service quality provide a conceptual framework that should prove useful 
in understanding, thinking, and talking about the service quality and customer 
satisfaction, what they are, how they are shaped and how a subject can involve both 
internal, controllable forces and external, uncontrollable factors. 

 

Based the Hypothesis 7, the results indicates that service quality in terms of interaction 
quality, physical environment quality and outcome quality are influence on customer 
satisfaction of Cambodian customers. From the regression coefficient at standardized 
coefficients the beta (B) of interaction quality is equal to .202. The beta (B) of physical 
environment quality is equal to .326; the beta (B) of outcome quality is equal to .243 and 
the constant equal .711, meaning that the level of satisfied of Cambodian customers are 
not that high, the researcher sees that there is an opportunity for expending the True 
telecommunication to Cambodia market, as there is the positive connection between True 
telecommunication and the True coffee shops. Also recommend to the True coffee shop 
Cambodia, if the True coffee would like to gain more customer satisfaction then they 
should improve more the service quality of all dimensions such as interaction quality with 
Cambodian customers, physical environment quality and outcome quality in order to gain 
more customer satisfaction.  

Based on Hypothesis 10, the result indicates that service quality in terms of interaction 
quality; physical environment quality and outcome quality are influence on word of 
mouth of Thai customers. From the regression coefficient at standardized coefficients the 
beta (B) of interaction quality is equal to  -.136. The beta (B) of physical environment 
quality is equal to -.301; the result show negative, the researcher would like to 
recommend to the True coffee shops in Thailand to focus and improving the interaction 
quality and physical environment quality as mentioned in the hypothesis 6 in order to 
create positive word of mouth, in Thailand there are many premium coffee shops that can 
provide a better interaction quality and physical environment to Thai customers than the 
True coffee shops meaning that the customers have many choices. But the beta (B) of 
outcome quality is equal to 1.015 and the constant equal 1.620. The researcher would like 
to recommend to the True coffee shops in Thailand to maintain the outcome quality based 
on the level of the outcome quality is really good; it can be that even though there are 
many choices for Thai customers but because of the True telecommunications it makes 
the outcome quality positive.  

Based on Hypothesis 11, the result indicates that service quality in terms of interaction 
quality; physical environment quality and outcome quality are influence on word of 
mouth of Cambodian customers, from the regression coefficient at standardized 
coefficients the beta (B) of interaction quality is equal to .232. The beta (B) of physical 
environment quality is equal to .266; the beta (B) of outcome quality is equal to .578 and 
the constant equal to -.311. In order to gain more positive word of mouth, the researcher 
would like to recommend to the True coffee shops in Cambodia to improve more on the 
service quality in order to get the positive word of mouth and reconsider about expanding 
the True telecommunication to Cambodia or cooperate with any Cambodia local 
telecommunication in order to have links between the True coffee and telecommunication 
that can create more positive word of mouth 
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ABSTRACT 
 
Various efforts have been taken by the Malaysian Government to promote the country as regional 
education hub. Malaysia is the second  leading source country,  after China, for non-European 
Union international undergraduate enrolments to the United Kingdom (UK) universities, and 
ranked first in terms of UK transnational education (TNE) delivery, making Malaysia as the largest 
contributor in terms of programs and enrolments. As Malaysia aspires to be a global education 
hub by 2020, this paper will explore three main issues. First,  this paper identifies the strengths of 
Malaysia as transnational hub for education. Second, this paper highlights the  economic benefits 
of establishing a hub for Malaysia. Third, this paper explores the possibility of transforming 
Malaysia from student hub to knowldege hub, over the long term. Finally, this paper highlights 
various issues of concern that arises due to establishment of  global education hub in  Malaysia.  
 
INTRODUCTION 
 
What is an “education hub”? According to the Global Higher Education, an education hub 
is a “designated region intended to attract foreign investment, retain local students, build 
a regional reputation by providing access to high-quality education and training for both 
international and domestic student, and create a knowledge-based economy; and it may 
include different combinations of domestic/international institutions, branch campuses, 
and forming partnerships, within the designated region.”4 Various efforts have been taken 
by the Malaysian Government to promote Malaysia as a regional education hub since 
2002. Malaysia aspires to be a global education hub by 2020. Two educational hubs that 
have received large inflows of foreign students as well foreign institutions of higher 
learning are, the Kuala Lumpur Educational Hub and the most recent one being the 
Iskandar Educity.  
 
The Malaysian Ministry of Higher Education (MOHE) reports that there were more than 
103,000 international students enrolled in Malaysia in 2013, up from 27,872 in 2002 and 

                                                             
1 Visiting Fellow, Institute for Employment Research, University of Warwick, Coventry, United Kingdom, 
and Senior Lecturer at the Faculty of Arts and Social Sciences, University of Malaya, Kuala Lumpur 
2 Professor, Institute for Employment Research, University of Warwick, Coventry, United Kingdom. 
3 Associate Professor, Department of Economics, University of Malaya, Kuala Lumpur. 
4(https://academicexchange.wordpress.com/2012/12/13/20-international-education-hubs-a-global-
movement/) 



The 5th Business, Economics and Communications International Conference, 2015 

453

1 
 

PRELIMINARY DRAFT – DO NOT CITE 
 

MALAYSIA’S COMPETITIVENESS AS A  
TRANSNATIONAL EDUCATIONAL HUB:  

THE CASE OF UK EDUCATION IN MALAYSIA 
 

Thirunaukarasu Subramaniam1 
Kate Purcell2 

Evelyn S. Devadason3 
 
 
ABSTRACT 
 
Various efforts have been taken by the Malaysian Government to promote the country as regional 
education hub. Malaysia is the second  leading source country,  after China, for non-European 
Union international undergraduate enrolments to the United Kingdom (UK) universities, and 
ranked first in terms of UK transnational education (TNE) delivery, making Malaysia as the largest 
contributor in terms of programs and enrolments. As Malaysia aspires to be a global education 
hub by 2020, this paper will explore three main issues. First,  this paper identifies the strengths of 
Malaysia as transnational hub for education. Second, this paper highlights the  economic benefits 
of establishing a hub for Malaysia. Third, this paper explores the possibility of transforming 
Malaysia from student hub to knowldege hub, over the long term. Finally, this paper highlights 
various issues of concern that arises due to establishment of  global education hub in  Malaysia.  
 
INTRODUCTION 
 
What is an “education hub”? According to the Global Higher Education, an education hub 
is a “designated region intended to attract foreign investment, retain local students, build 
a regional reputation by providing access to high-quality education and training for both 
international and domestic student, and create a knowledge-based economy; and it may 
include different combinations of domestic/international institutions, branch campuses, 
and forming partnerships, within the designated region.”4 Various efforts have been taken 
by the Malaysian Government to promote Malaysia as a regional education hub since 
2002. Malaysia aspires to be a global education hub by 2020. Two educational hubs that 
have received large inflows of foreign students as well foreign institutions of higher 
learning are, the Kuala Lumpur Educational Hub and the most recent one being the 
Iskandar Educity.  
 
The Malaysian Ministry of Higher Education (MOHE) reports that there were more than 
103,000 international students enrolled in Malaysia in 2013, up from 27,872 in 2002 and 

                                                             
1 Visiting Fellow, Institute for Employment Research, University of Warwick, Coventry, United Kingdom, 
and Senior Lecturer at the Faculty of Arts and Social Sciences, University of Malaya, Kuala Lumpur 
2 Professor, Institute for Employment Research, University of Warwick, Coventry, United Kingdom. 
3 Associate Professor, Department of Economics, University of Malaya, Kuala Lumpur. 
4(https://academicexchange.wordpress.com/2012/12/13/20-international-education-hubs-a-global-
movement/) 



The 5th Business, Economics and Communications International Conference, 2015 
   

454

2 
 

80,750 in 2009.5 The country has an ambitious goal – a part of its Vision 2020 programme 
– to reach an international enrolment of 200,000 by 2020, and is now targeting further 
growth within Southeast Asia, as well as from China, India, and the Gulf Region.6  
Singapore, on the other hand has targeted  to draw 150,000 foreign students by 2015, 
and generate 22,000 jobs, and boost the education sector's gross domestic product 
(GDP) contribution from 3 per cent to 5 per cent (The Straits Times, 2 October 2014).  
 
 
As Malaysia aspires to be global educational hub, this paper will shed some light on the 
economic benefits of establishing an educational hub.  The Ministry of Higher Education 
(now known as the Ministry of Education, MOE), Malaysia, reported in the National 
Priority Statement during the 2012 Summit on the Occasion of G8 held at Washington 
DC, from 2-3 May, 2012, the following: 
 

Crude estimation suggests that each international student spends an average of 
RM30,000 or US$10,000 on tuition fees and living expenses per year. Hence, 
referring to this estimated value, Malaysia is expected to draw an annual income of 
RM60 billion or US$20 billion by 2020, when the total number of international students 
is targeted to be 200,000. The income is expected to be larger when other 
expenditures like holidaying, graduation, family expenditures and parent visits are 
calculated. 

 
In the advent of internationalisation of education, some common terminologies  that are 
used interchangeably with transnational education include, ‘cross-border education’, 
‘borderless education’ or even ‘offshore education’.7 The general principal of transnational 
education (TNE) is that students can study towards a foreign qualification without leaving 
their home country; meaning that the programmes and providers, cross national and 
regional borders, not generally the student.8 According to Knight (2014), cross-border 
education  has seen an evolution, initially from student mobility (first generation) to 
programme and provider mobility (second generation), and subsequently to education 
hubs (third generation). As such, this paper will also explore the possibility of transforming 
Malaysia from student hub to knowldege hub, as a long-term goal,  as what Singapore 
has become (Knight, 2014). 
 
 
OBJECTIVES 
 

a. To identify the provision of various  types of UK transnational education in Malaysia. 
b. To delineate various cross-border educational models in the Malaysian educational 

landscape. 
c. To analyse economic benefits of studying for a UK qualification in Malaysia to the 

host country Malaysia and the intermediate countres. 
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7 Knight, J. (2005) Borderless, Offshore, Transnational and Cross-border Education: Definition and Data 
Dilemmas. Report for Observatory for Borderless Higher Education. London. UK 
8 http://www.britishcouncil.org/sites/britishcouncil.uk2/files/the_shape_of_things_to_come_2.pdf 
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d. To analyse various issues related to TNEs in Malaysia that may have significant 
implications to the Malaysian labour market vis-à-vis  access to TNE.  

 
SELECTED LITERATURE  
 
Types of TNE and Motivation  
 
Table 1 below illustrates the founding dates and progress of country-level hubs. 
According to Knight (2014), the notion of educational hub was announced in Malaysia in 
2007 and was implemented in the same year. Comparatively, Singapore announced the 
idea of educational hub in 1998 and implemented it in the same year. As Singapore 
became a significant net importer of educational services, it provides impetus to open up 
Singaporean territory to the provision of in-situ higher education degress via foreign 
providers (Olds, 2007). It is obvious that Malaysia is late-comer in the business of 
educational hub. 

 
Table 1: Founding dates and progress of country-level hubs 

 
 

 Qatar  UAE Hong Kong Malaysia Singapore Botswana 
Announce 1995 2003 2003 2007 1998 2008 
Implement 1995 2003 2008 2007 1998 2008 
Progress High High Low Mod-high High Low 

Current type of 
hub 

Talent/student Student/talent Student Student Knowledge Student 

Aspiration Talent/knowledge Talent/knowledge Talent Talent/knowledge Knowledge Student/talent 

 
Source : Knight (2014) 

 

According to a recent data from the Higher Education Funding Council for England, there 
are now more international students taking degrees offered by English universities in their 
home country than there are studying in England - with 545,000 students registered on 
TNE courses in 2012-13.9  There are various types of  TNE  that can be offered in a host 
country which are  as follows:  
 

a. Double/Dual Degree programs 
 

b. Joint degree programmes 
 

c. Franchise/Twinning programmes 
 
Three types of programme can be identified under this arrangement namely: 
 

(i) ‘2+1’ Twinning Degree Programmes (Eg: Oxford Brookes University, UK 
offers 2+1 Twinning Degree Programme via KDU College, Petaling Jaya) 

                                                             
9 http://www.timeshighereducation.co.uk/news/students-positive-about-transnational-he-despite-high-
cost/2013211.article 
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5 (http://monitor.icef.com/2014/06/malaysia-continues-to-build-its-position-as-a-regional-education-hub/) 
6 (http://monitor.icef.com/2014/06/malaysia-continues-to-build-its-position-as-a-regional-education-hub/) 
7 Knight, J. (2005) Borderless, Offshore, Transnational and Cross-border Education: Definition and Data 
Dilemmas. Report for Observatory for Borderless Higher Education. London. UK 
8 http://www.britishcouncil.org/sites/britishcouncil.uk2/files/the_shape_of_things_to_come_2.pdf 
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d. To analyse various issues related to TNEs in Malaysia that may have significant 
implications to the Malaysian labour market vis-à-vis  access to TNE.  

 
SELECTED LITERATURE  
 
Types of TNE and Motivation  
 
Table 1 below illustrates the founding dates and progress of country-level hubs. 
According to Knight (2014), the notion of educational hub was announced in Malaysia in 
2007 and was implemented in the same year. Comparatively, Singapore announced the 
idea of educational hub in 1998 and implemented it in the same year. As Singapore 
became a significant net importer of educational services, it provides impetus to open up 
Singaporean territory to the provision of in-situ higher education degress via foreign 
providers (Olds, 2007). It is obvious that Malaysia is late-comer in the business of 
educational hub. 

 
Table 1: Founding dates and progress of country-level hubs 

 
 

 Qatar  UAE Hong Kong Malaysia Singapore Botswana 
Announce 1995 2003 2003 2007 1998 2008 
Implement 1995 2003 2008 2007 1998 2008 
Progress High High Low Mod-high High Low 

Current type of 
hub 

Talent/student Student/talent Student Student Knowledge Student 

Aspiration Talent/knowledge Talent/knowledge Talent Talent/knowledge Knowledge Student/talent 
 

Source : Knight (2014) 

 

According to a recent data from the Higher Education Funding Council for England, there 
are now more international students taking degrees offered by English universities in their 
home country than there are studying in England - with 545,000 students registered on 
TNE courses in 2012-13.9  There are various types of  TNE  that can be offered in a host 
country which are  as follows:  
 

a. Double/Dual Degree programs 
 

b. Joint degree programmes 
 

c. Franchise/Twinning programmes 
 
Three types of programme can be identified under this arrangement namely: 
 

(i) ‘2+1’ Twinning Degree Programmes (Eg: Oxford Brookes University, UK 
offers 2+1 Twinning Degree Programme via KDU College, Petaling Jaya) 

                                                             
9 http://www.timeshighereducation.co.uk/news/students-positive-about-transnational-he-despite-high-
cost/2013211.article 
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(ii) Overseas Degree Pathway through Advanced Standing or Credit Transfer 
(Eg; UK Degree Transfer Programme (Law) either 2+1 or 1+2 via HELP 
University). 

(iii) ‘3+0’ Foreign Bachelor’s Degree Programmes(Eg: The Nottingham Trent 
University offering B.Eng (Hons) Electronics and Computing via KBU 
International College. 

 
d. International Branch Campus 

 
e. Validation programmes 

 
f. Articulation/Credit Transfer  

 
 
From Table 2, it is also evident that UK is the major provider of various transnational 
educational arrangement  in Malaysia with a total of 161 initiatives either in the form of 
twinning degree, advanced standing and credit transfer and also 3+0 foreign degree.  
Obviously, 3+0 foreign degree is of greater demand due to its money-saving capacity for 
the students.    

 
Table 2 : International crossborder initiatives – 2011 

Partner countries Twinning degree Advanced standing, 
credit transfer 

3+0 foreign degree 

Indonesia 1 1  
USA 3 15 9 
UK 8 10 143 
Jordan 1   
Portland 1   
Australia 1 16 23 
India 1   
New Zealand  8  
China   1  
Canada  1 1 
Czech Rep.  1  
Switzerland   2 
France   4 

 
Source: Knight (2014), p. 113 

 
Knight (2014) also distinguished three types of educational hubs namely student hubs, 
talent hubs and knowledge/innovation hubs. In terms of rationales why a country 
introduces educational hub, Knight (2014) highlighted various underlying reasons.  
Broadly, Knight mentioned about four main aspects namely economic reason, 
educational and training reason, skilled work force, status and also research. As shown 
in Table 2 below, Malaysia accorded higher  importance to economic and  education and 
training reasons. On the other hand, Singapore which is known as a knowldege hub (Olds, 

5 
 

2007) gave more priorities to  many rationales namely economic, skilled work force, status 
and also research reasons. 
 
 
Table 2: Ranking of rationales by country 

Rationales Overall 
rank 

Qatar  UAE Hong 
Kong 

Malaysia Singapore Botswana 

Economic 
Diversify 
economy 
Income 
generation 
Attract 
investment 

1 M H M H H H 

Education and 
training 
Quality of HE 
system 
Acess for 
students 
Skill training 

2 H H M H L H 

Skilled work 
force 
Attract foreign 
talent 
Retain 
local/foreign 
workers 
Prepare skilled 
work force 

3 H H M L H M 

Status 
Recognition in 
region/world 
Improve 
competitiveness 
Geo-political 
influence 

4 L L H M H L 

Research 
Knowledge 
production 
Innovation 
application 

5 H L L L H L 

H high, M medium, L low 

Source: Knight (2014), p. 190. 

 
In another study  done by the British Council among 859 TNE students/graduates10 , the 
study reveals that the five main reasons why students choose transnational education are 
as follows: Improve professional skills for career development; specific qualification on 

                                                             
10 https://www.daad.de/medien/hochschulen/projekte/studienangebote/2014_e003_tne_study_final_web.pdf 
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offer; improve intercultural competence; prestige of TNE institution/overseas education 
system and; improve language skills. 

 
 
Economic Benefits  
 
Department for Business, Innovation and Skills, UK estimated that a total transnational 
education revenue figure for the UK of almost £496 million for 2012/13, which is 
significantly higher than estimates in previous 58 studies.11 Table 2 below shows leading 
source countries for non-European Union international undergradute enrolments to UK 
universities. Obviously Malaysia is ranked second after China in 2012/2013  with respect 
to undergraduate enrolments. 
 
 
Table 4: Leading source countries for non-European Union international 
undergraduate enrolments to UK universities, by entry year to programme, from 
Student Record data. 
 

Countries Year of entry 
Year 2 Year 3 Year 4 

China 4,585 3,485 305 
Malaysia 650 1,395 45 
Hong Kong 485 180 40 
Nigeria 310 335 10 
India 280 220 5 
Saudi Arabia 245 60 0 
Pakistan 220 180 5 
Vietnam 190 175 5 
Singapore 135 115 20 
Bangladesh 115 425 0 
Brazil 105 15 0 
Sri Lanka 105 165 10 
Total (all countries) 8,850 7,830 525 

 
Source : https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/387910/bis-14-
1202-the-value-of-transnational-education-to-the-uk.pdf 
 

On the other hand, Malaysia  is ranked first in terms of UK transnational UK delivery with 
111 programs under branch campuses with 4869 enrolments and with 53 program under 
franchise with 12,248 enrolments making Malaysia as the largest contributor with a total 
program of 262 with 25,865 enrolments. 
 
 
 
 
                                                             
11 https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/387910/bis-14-1202-the-
value-of-transnational-education-to-the-uk.pdf 
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Table 5: Top 11 countries for UK transnational education delivery ranked by 
number of programmes (Prog) and enrolments (Enrol) 
 

Countries Branch 
campus 

Franchise Validation Other Total Ranking 

Prog Enrol Prog Enrol Prog Enrol Prog Enrol Prog Enrol Prog Enrol 
Malaysia 111 4,869 53 12,248 33 1,956 65 6,612 262 25,685 1 1 
China 91 5,549 25 1,236 7 559 67 8,943 190 16,287 2 2 
Greece 17 1,168 57 1,721 33 2,395 29 218 136 5,502 3 7 
Singapore 4 55 59 2,709 12 812 48 1,615 123 5,191 4 8 
Hong 
Kong 
(SAR) 

4 253 51 4,577 7 908 50 4,132 112 9,870 5 3 

Sri Lanka 0  49 3,223 6 373 20 813 75 4,409 6 11 
UAE 60 6,289 1 19 5 364 6 155 72 6,827 7 5 
Ireland 5 639 2 41 44 2,325 11 339 62 3,344 8 12 
Germany 31 492 0  12 4,303 13 272 56 5,067 9 9 
India 3 39 14 1,388 18 1,920 17 1,124 52 4,471 10 10 
Oman 1 383 17 2,804 16 1,339 13 2,558 47 7,084 11 4 

 
Source : https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/387910/bis-14-
1202-the-value-of-transnational-education-to-the-uk.pdf 
 
 
To date, there are many studies that focuses on the economic impact of TNE on home 
economy but no much attention has been given to the economic impact of TNE on host 
economy. What are the likely economic impact of this transnational education on the host 
economy such as Malaysia? This is an issue that need to be explored as of today no 
studies were done to ascertain the magnitude of the economic impact via TNE to the 
Malaysian economy. The benefits of TNE to Malaysia can be traced from several aspects 
namely academic, economic, human resource development, social cultural  and status12. 
As such, this study will only be focusing on the economic benefit to the host nation.   
 
In terms of cost comparisons, UK International Branch Campuses (IBC) based in 
Malaysia charges the lowest fee as can be seen in Table 3 below. For BA & BSc program, 
UK IBCs in Malaysia only charged £6,300 - £8,600, while in Dubai a higher fee is charged 
for an undergraduate degree. Similarly for an MBA, UK IBCs charge a much lower fee 
compared to Dubai or China. 
 
 
 
 
 
 

                                                             
12 http://www.britishcouncil.org/sites/britishcouncil.uk2/files/the_shape_of_things_to_come_2.pdf 
 



The 5th Business, Economics and Communications International Conference, 2015 

459

6 
 

offer; improve intercultural competence; prestige of TNE institution/overseas education 
system and; improve language skills. 

 
 
Economic Benefits  
 
Department for Business, Innovation and Skills, UK estimated that a total transnational 
education revenue figure for the UK of almost £496 million for 2012/13, which is 
significantly higher than estimates in previous 58 studies.11 Table 2 below shows leading 
source countries for non-European Union international undergradute enrolments to UK 
universities. Obviously Malaysia is ranked second after China in 2012/2013  with respect 
to undergraduate enrolments. 
 
 
Table 4: Leading source countries for non-European Union international 
undergraduate enrolments to UK universities, by entry year to programme, from 
Student Record data. 
 

Countries Year of entry 
Year 2 Year 3 Year 4 

China 4,585 3,485 305 
Malaysia 650 1,395 45 
Hong Kong 485 180 40 
Nigeria 310 335 10 
India 280 220 5 
Saudi Arabia 245 60 0 
Pakistan 220 180 5 
Vietnam 190 175 5 
Singapore 135 115 20 
Bangladesh 115 425 0 
Brazil 105 15 0 
Sri Lanka 105 165 10 
Total (all countries) 8,850 7,830 525 

 
Source : https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/387910/bis-14-
1202-the-value-of-transnational-education-to-the-uk.pdf 
 

On the other hand, Malaysia  is ranked first in terms of UK transnational UK delivery with 
111 programs under branch campuses with 4869 enrolments and with 53 program under 
franchise with 12,248 enrolments making Malaysia as the largest contributor with a total 
program of 262 with 25,865 enrolments. 
 
 
 
 
                                                             
11 https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/387910/bis-14-1202-the-
value-of-transnational-education-to-the-uk.pdf 

7 
 

 
 
 
Table 5: Top 11 countries for UK transnational education delivery ranked by 
number of programmes (Prog) and enrolments (Enrol) 
 

Countries Branch 
campus 

Franchise Validation Other Total Ranking 

Prog Enrol Prog Enrol Prog Enrol Prog Enrol Prog Enrol Prog Enrol 
Malaysia 111 4,869 53 12,248 33 1,956 65 6,612 262 25,685 1 1 
China 91 5,549 25 1,236 7 559 67 8,943 190 16,287 2 2 
Greece 17 1,168 57 1,721 33 2,395 29 218 136 5,502 3 7 
Singapore 4 55 59 2,709 12 812 48 1,615 123 5,191 4 8 
Hong 
Kong 
(SAR) 

4 253 51 4,577 7 908 50 4,132 112 9,870 5 3 

Sri Lanka 0  49 3,223 6 373 20 813 75 4,409 6 11 
UAE 60 6,289 1 19 5 364 6 155 72 6,827 7 5 
Ireland 5 639 2 41 44 2,325 11 339 62 3,344 8 12 
Germany 31 492 0  12 4,303 13 272 56 5,067 9 9 
India 3 39 14 1,388 18 1,920 17 1,124 52 4,471 10 10 
Oman 1 383 17 2,804 16 1,339 13 2,558 47 7,084 11 4 

 
Source : https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/387910/bis-14-
1202-the-value-of-transnational-education-to-the-uk.pdf 
 
 
To date, there are many studies that focuses on the economic impact of TNE on home 
economy but no much attention has been given to the economic impact of TNE on host 
economy. What are the likely economic impact of this transnational education on the host 
economy such as Malaysia? This is an issue that need to be explored as of today no 
studies were done to ascertain the magnitude of the economic impact via TNE to the 
Malaysian economy. The benefits of TNE to Malaysia can be traced from several aspects 
namely academic, economic, human resource development, social cultural  and status12. 
As such, this study will only be focusing on the economic benefit to the host nation.   
 
In terms of cost comparisons, UK International Branch Campuses (IBC) based in 
Malaysia charges the lowest fee as can be seen in Table 3 below. For BA & BSc program, 
UK IBCs in Malaysia only charged £6,300 - £8,600, while in Dubai a higher fee is charged 
for an undergraduate degree. Similarly for an MBA, UK IBCs charge a much lower fee 
compared to Dubai or China. 
 
 
 
 
 
 

                                                             
12 http://www.britishcouncil.org/sites/britishcouncil.uk2/files/the_shape_of_things_to_come_2.pdf 
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Table 6: International branch campuses: location of delivery, level and subject of 
study, fees and course duration full-time (FT) or part-time (PT). 
 

Country Level Subject Course fee Course duration 
Malaysia (1) BA & BSc Various £6,300 - £8,600 4 years 
Malaysia (2) BA & BSc Various £6,100 - £8,200 4 years 
Malaysia Masters degrees Various £7,900 - £8,900 12 months 
Malaysia MBA Business £10,000 (full fee) 12 months FT 

(PT options 
available) 

Dubai BA & BSc Various £7,700 to £8,600 4 years 
Dubai MBA Business £13,000 12 months FT 

(PT options 
available) 

Dubai Masters degrees Various £10,900 to 
£13,300 

12 months FT 

China MBA Business £30,00 24 months PT 
 
Source : https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/387910/bis-14- 

 
Table 7 and Figure 1 below compares educational costs for degree programs. Malaysia 
is ranked as the country with the lowest annual tuition fees and also the lowest annual 
living expenses compared to Singapore and other developed countries. As such, this 
would enable Malaysia to enhance its competitiveness as global education hub. 
 
Figure 1 : Education Costs for Degrees Accredited Under An Equivalent 
“Washington Accord”13 Standard* 
 
 

                                                             
13 The Washington Accord, signed in 1989, is an international agreement among bodies responsible for accrediting 
engineering degree programs. It recognizes the substantial equivalency of programs accredited by those bodies and 
recommends that graduates of programs accredited by any of the signatory bodies be recognized by the other bodies 
as having met the academic requirements for entry to the practice of engineering. 
(http://www.ieagreements.org/Washington-Accord/) 

9 
 

 
 
Note : “Washington Accord”  is an international cross-recognition agreement for professional engineering degrees, 
between the bodies responsivble for professional accrediatation in its 13 worldwide signatory countries. 
 
Source: http://www.educationmalaysia.gov.my/global-education-hub/affordable-tuition-fees-and-cost-of-
living/estimated-cost-of-education-in-malaysia/ 
 
Table 7 : Costs Involved  to study Bachelor Degree Program in Malaysia 

Area of study Paths of study 

Cost in USD for Private 
College 3+0 Foreign 

Degree Programme (3 
years) 

Cost in USD for Foreign 
Branch Campus 

University Degree 
Programme (3 years) 

Cost in USD for 
Malaysian Private 
University Degree 

Programme (3 years) 

Business 11,100 – 14,300 13,700 – 24,000 8,600 – 11,400 

Engineering 13,000 – 15,000 

 (3 yrs, UK;4 yrs,Aust) 

21,100 – 40,000  

(3 yrs,UK;4 yrs,Aust) 

12,900 – 14,300 (4 yrs) 

IT 9,700 – 12,900 13,400 – 25,100 9,400 – 12,300 

Hospitality & Tourism 13,700 – 18,600  12,000 -14,300 

Medicine  114,300 (5 yrs) 62,900 – 108,600 

All figures are estimates 

Source: http://www.educationmalaysia.gov.my/global-education-hub/affordable-tuition-fees-and-cost-of-
living/estimated-cost-of-education-in-malaysia/ 
 
Another advantage of obtaining a UK qualification for Malaysian is that qualification from 
a UK university is recognised as an honours degree compared to a qualification obtained 
from US university such as Upper Iowa University which is only considered as  a general 
degree. This, to a certain extent continues to be the main stimulating factor why 
qualification from a UK university is more preferred compared to a US university.  
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Of utmost importance is that qualifications earned by students from international HEIs 
in education hub countries will be recognized by employers and other higher  
education institutions. Given the mobility of students these days, it is important to ask 
which employers – those in the ‘source country’, those in the ‘receiving country’ or 
those in a ‘third country’? The answer is all three. The ‘brain train’ phenomenon, where 
students take a foreign credential and work for a period in  country A, then move to 
country B for additional work and life  experiences and then move to  a third country 
C or move back home, requires that their qualifications are recognized by  employers 
in a number of different countries or jurisdictions. It is imperative that regulations are 
in place to ensure that qualifications are recognized given the high priority attributed 
to  a skilled and mobile workforce in the knowledge economy. (Knight, 2014) 

 
 
British Council constructed TNE Opportunities Matrix and ranked Malaysia as Group 1 
(Well above average) together with Hong Kong, Singapore and UAE in provision of TNE 
by looking at three indicators namely policy environment, market environment and 
mobility environment.14 As can be seen from Table 8 below, Malaysia is ranked as the 
top five countries for all three types of indicators from a list of 25 countries included in the 
study done by British Council. This is a reflection of Malaysia’s potential as Global 
Education Hub both in Southeast Asia and also Asia. 

 
Table 8 : Country Ranking of TNE Opportunities Matrix 

 1 2 3 4 5 6 7 8 9 10 
Regulatory 
Environment 

Malaysia 
(8.0) 

Hong 
Kong, 
China 
(7.3) 

Singapore 
(7.2) 

United 
Arab 
Emirates  
(6.5) 

China 
(5.2) 

Mauritius 
(5.2) 

Qatar 
(5.1) 

South 
Korea  
(5.1) 

Bahrain 
(5.0) 

Thailand 
(4.8) 

Market 
Environment 

Singapore 
(7.7) 

Hong 
Kong, 
China 
(7.2) 

South 
Korea 
(6.6) 

United 
Arab 
Emirates  
(6.2) 

Malaysia 
(5.8) 

Poland 
(5.5) 

Spain 
(5.4) 

Oman 
(5.3) 

Bahrain 
(5.0) 

Mauritius 
(4.8) 

International 
Mobility 

United 
Arab 
Emirates  
(5.3) 

Qatar 
(5.0) 

India 
(4.0) 

Botswana 
(4.0) 

Malaysia 
(3.7) 

Singapore 
(3.7) 

China 
(3.4) 

Bahrain 
(3.2) 

Mauritius 
(3.0) 

South 
Korea 
(2.9) 

Source : Compiled from British Council, Going Global 2013. 

 
DISCUSSION  
 
UK TNE Universities Ranking 
 
There are several issues of importance in relations to the offering of UK based TNE in 
Malaysia which is of concern. British Council in its report mentioned that one of the 
benefits obtained by the host country through TNE  is increased status through link with 
highly ranked foreign HEI.  The authencity of this claim can be argued as most of the UK 
universities that are involved in TNE in Malaysia is ranked above 401 by QS World 
University Ranking in 2014 except for a handful of universities that offer medical and law 
degree.  
                                                             
14 http://www.britishcouncil.org/sites/britishcouncil.uk2/files/the_shape_of_things_to_come_2.pdf 
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Table 9 : Global Ranking of UK universities, Top 400  

Rank  UK University 
2 University of  Cambridge  
2 Imperial College London 
5 University of Oxford 
5 University College London 
16 King’s College London 
17 University of Edinburgh 
29 University of Bristol 
30 The University of Manchester 
55 University of Glasgow 
61 The University of Warwick 
64 University of Birmingham 
69 The University of Sheffield 
71 London School of Economics and Political Science 
77 The University of Nottingham 
88 University of St. Andrews 
92 Durham University 
94 University of Southampton 
97 University of Leeds 
98 Queen Mary University London 
120 University of York 
123 Cardiff University 
123 University of Liverpool 
127 Newcastle University   
137 University of Aberdeen 
160 Lancaster University  
161 The University of Exeter 
170 Queen’s University of Belfast 
179 University of Bath 
200 University of Sussex 
202 University of Reading 
211 University of Leicester 
230 University of Dundee 
240 University of East Anglia 
246 University of Strachlyde 
265 Loughborough University 
275 Royal Holloway University of London 
314 University of Surrey 
331 SOAS, University of London 
341 City University London 
352 Heriot-Watt University 
355 Brunel University London 
370 University of Essex 
379 Oxford Brookes University 
390  Aston University  

Source : Compiled from 2014 QS World University Ranking 

 
Table 10 : Global Ranking of UK universities - 400 and above   

Rank  UK University 
431-440 Birkbeck, University of London 
451-460 University of Kent 
461-470 Swansea University   
471-480 Bangor University 
501-550 Goldsmiths, University of London 
501-550 Keele University 
501-550 Kingston University, London 
501-550 University of Stirling 
551-600 University of Hull 
551-600 Ulster University 
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Of utmost importance is that qualifications earned by students from international HEIs 
in education hub countries will be recognized by employers and other higher  
education institutions. Given the mobility of students these days, it is important to ask 
which employers – those in the ‘source country’, those in the ‘receiving country’ or 
those in a ‘third country’? The answer is all three. The ‘brain train’ phenomenon, where 
students take a foreign credential and work for a period in  country A, then move to 
country B for additional work and life  experiences and then move to  a third country 
C or move back home, requires that their qualifications are recognized by  employers 
in a number of different countries or jurisdictions. It is imperative that regulations are 
in place to ensure that qualifications are recognized given the high priority attributed 
to  a skilled and mobile workforce in the knowledge economy. (Knight, 2014) 

 
 
British Council constructed TNE Opportunities Matrix and ranked Malaysia as Group 1 
(Well above average) together with Hong Kong, Singapore and UAE in provision of TNE 
by looking at three indicators namely policy environment, market environment and 
mobility environment.14 As can be seen from Table 8 below, Malaysia is ranked as the 
top five countries for all three types of indicators from a list of 25 countries included in the 
study done by British Council. This is a reflection of Malaysia’s potential as Global 
Education Hub both in Southeast Asia and also Asia. 

 
Table 8 : Country Ranking of TNE Opportunities Matrix 

 1 2 3 4 5 6 7 8 9 10 
Regulatory 
Environment 

Malaysia 
(8.0) 

Hong 
Kong, 
China 
(7.3) 

Singapore 
(7.2) 

United 
Arab 
Emirates  
(6.5) 

China 
(5.2) 

Mauritius 
(5.2) 

Qatar 
(5.1) 

South 
Korea  
(5.1) 

Bahrain 
(5.0) 

Thailand 
(4.8) 

Market 
Environment 

Singapore 
(7.7) 

Hong 
Kong, 
China 
(7.2) 

South 
Korea 
(6.6) 

United 
Arab 
Emirates  
(6.2) 

Malaysia 
(5.8) 

Poland 
(5.5) 

Spain 
(5.4) 

Oman 
(5.3) 

Bahrain 
(5.0) 

Mauritius 
(4.8) 

International 
Mobility 

United 
Arab 
Emirates  
(5.3) 

Qatar 
(5.0) 

India 
(4.0) 

Botswana 
(4.0) 

Malaysia 
(3.7) 

Singapore 
(3.7) 

China 
(3.4) 

Bahrain 
(3.2) 

Mauritius 
(3.0) 

South 
Korea 
(2.9) 

Source : Compiled from British Council, Going Global 2013. 

 
DISCUSSION  
 
UK TNE Universities Ranking 
 
There are several issues of importance in relations to the offering of UK based TNE in 
Malaysia which is of concern. British Council in its report mentioned that one of the 
benefits obtained by the host country through TNE  is increased status through link with 
highly ranked foreign HEI.  The authencity of this claim can be argued as most of the UK 
universities that are involved in TNE in Malaysia is ranked above 401 by QS World 
University Ranking in 2014 except for a handful of universities that offer medical and law 
degree.  
                                                             
14 http://www.britishcouncil.org/sites/britishcouncil.uk2/files/the_shape_of_things_to_come_2.pdf 
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601-650 Aberystwyth University 
601-650 University of Bradford 
651-700 Middlesex University 
701+ Coventry University 
701+ London Metropolitan University 
701+ Manchester Metropolitan University 
701+ Northumbria University at Newcastle 
701+ Nottingham Trent University 
701+ Robert Gordon University  
701+ University of Central Lancashire 
701+ University of East  London 
701+ University of Greenwich 
701+ University of Hertfordshire 
701+ University of Huddersfield 
701+ Plymouth University  
701+ University of Salford 

Source : Compiled from 2014 QS World University Ranking 

 
Based on QS World University Rankings (2014), most of the UK universities that are 
involved in TNE are ranked in the category of 401 and above. As such, this is an issue of 
concern as Malaysia wants to enhance its status as global education hub, how can 
Malaysia compete with other educational hubs such as Dubai and China. For example 
Coventry University which has various TNE arrangement with various private HEIs 
(Higher Educational Institutions) in Malaysia is only ranked 701+. Only UK universities 
with IBCs are ranked better, for example, University of Nottingham ranked 77, 
Southampton 94, Reading 202 and Heriot-Watt 352. Comparatively, there are many 
Malaysian universities are ranked better than some of these universities. University of 
Malaya ranked  151, Universiti Kebangsaan Malaysia 259,  Universiti Teknologi Malaysia 
294, Universiti Sains Malaysia 309 and Universiti Putra Malaysia ranked 376.  
 
Ethnic Composition 
 
Does the  New Economic Policy (NEP) which imposes the ethnic Bumiputera quota 
system  for student admissions in public institutions, created a gap in the education ystem 
where non-Bumiputera mainly Chinese opt for UK based TNE and other TNEs?  Non-
Bumiputera students who were not given placements in the public universities had to look 
for  other alternatives, which included going to overseas education destinations such as 
the UK. However, students who could not afford overseas qualifications looked for local 
alternatives. Another issue of concern is that the affordability issue of TNEs. Parents 
ability to afford TNE for under-achievers is more prevalent compared to one that enrols 
in public HEIs. The issue of access to private HEIs is also confined to the urban Chinese 
of higher economic status  compared to rural Bumiputera which potentially may create a 
gap in employability. 
 
Regulatory Framework and Entry Requirement 
 
TNE in Malaysia is regulated generally by law and regulations that regulate all other forms 
of higher education programmes in the country. Consequently, there is no specific division 
within the Ministry of Higher Education or the Malaysian Qualifications Agency that is 
responsible for the operation of TNE in the country. The Division for Private Higher 

13 
 

Education Institution Management (SPIPTS, the acronym in the national language) is 
usually the reference point for TNE and TNE related activities given that a majority of TNE 
activities are in the private sector and the Malaysian Qualifications Agency oversees 
academic quality of TNE programmes. Stringent entry requirements at IBCs is something 
to be applauded. Nottingham Malaysia for example requires its potential students tobe 
enrolled in Nottingham University Foundation Year to have at least 6B’s in SPM(Sijil 
Pelajaran Malaysia) examination excluding Malay Language, Moral Studies. On othe 
other hand, students that are to be enrolled in Monash University Foundation 
Year(MUFY) offered by Sunway University College  only requires 5C’s in SPM 
examination.  While other TNE arrangements, do they practice stringent entry 
requirements as IBCs? In comparison to public universities, the entry requirement into 
public universities  is also much more stringent compared to TNE programs 
 
 
Discriminatory Practices and Labour Market Outcome 
 
 
Private sector employers are discriminative against graduates from public university. 
Graduates from foreign universities are  preferred in private sector employments as they 
have a better command of English. This gives rise to the problem of employability. In the 
Malaysian employability studies often cited good command of English as the main 
reasons for one to be employed. Is there a gap created in employability as those 
graduating from various TNE programmes are more conversant in English compared to 
Malaysian public universities? Finally, what are the labour market outcomes of  UK based 
TNE graduates in Malaysia? Two aspects that need to be investigated are firstly, are the 
graduates employed in the first six months of completion of their degrees and secondly, 
are they employed in ‘graduate level’ jobs (Mason,  Williams & Cranmer, 2006). 
 
 
Future Directions of TNE in Malaysia 
 
As proposed by Knight (2014), educational hubs can be categorised into three namely 
student hubs, talent hubs and innovation/knowledge hubs. In relation to the development 
of talent hubs, does TNE contributes to the human capital development in Malaysia?  
 
CONCLUSION 
 
Malaysia is positioning herself to be a TNE hub. Malaysia has earned a reputation of 
ranking above average for TNE, having competitive fees structure for UK based degree 
programs.  Recent statistics reveal that Malaysia is ranked first in terms of TNE UK 
delivery based on the number of programs offered and the total enrolments.  Malaysia 
therefore offers a good case study to examine TNE in the context of UK education. It is 
important to examine the pull factors for TNE from a micro perspective, and to 
complement that with macro level evidences on the costs and benefits of TNE to 
Malaysia.  
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Existing micro-level evidence suggests that the UK education is preferred given that it 
offers specialized programs, equips graduates with better skills (hard and soft skills) for 
the labour market and that the UK education is a symbol of prestige and status.  This has 
been well documented in the literature. However the issue of the costs ad benefits of TNE 
to the participating economy has not been given due attention.  This is an interesting 
aspect of TNE that needs to be explored.  There are already reasons to believe that the 
intensive participation of Malaysia in TNE has raised some concerns: 

- The relative ranking of the UK universities relative to the Malaysian public 
universities - Are we engaging with prestigious UK universities in promoting TNE 
in Malaysia? 

- The ethnic composition of students engaged in TNE relative to those in public 
universities - Has TNE become a more popular alternative education for specific 
ethnic groups? 

- Employability of graduates from UK based degree programs relative to those from 
Malaysian public universities – Has TNE become a source for a wedge in the 
employability prospects of graduates with foreign versus local (Malaysian) 
degrees?  Has the presence of TNE created a dual labour market. 

- How would Malaysia position herself to be a TNE delivery hub for UK education 
relative to other regional competitors?  Apart from competitive fees structure and 
low cost of living, what are the other plus factors for becoming a educational hub. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

15 
 

Appendix 1 - Overseas Branch Campus - Nottingham Malaysia 

Arts and Social Sciences  
Applied Psychology   
Business   
Economics   
Education  
English  
Modern Languages and Cultures   
Politics, History and International Relations  

Asian and International Studies (BA)  
Education with Teaching English to Speakers of 
Other Languages /Special Education Needs 
(BA/BEd)  
English Language and Literature (BA)  
English with Creative Writing (BA)  
International Communications Studies (BA) 
International Communications Studies with English 
Language and Literature (BA)  
International Communications Studies with Film and 
Television Studies (BA)  
International Relations (BA) 
International Relations with French/German/ 
Japanese/Korean/Mandarin/Spanish (BA) 
Applied Psychology and Management Studies (BSc)  
Business Economics and Finance (BA)  
Business Economics and Management (BA)  
Economics (BSc) 
Finance, Accounting and Management (BA)  
International Business Management (BA)  
Management Studies (BA)  
Psychology (BSc)  
Psychology and Cognitive Neuroscience (BSc) 
Applied Psychology and Management Studies (BSc) 
International Communications Studies (BA) 
International Communications Studies with English 
Language and Literature (BA) 
International Communications Studies with Film and 
Television Studies (BA) 
International Relations (BA) 
International Relations with 
French/German/Japanese/Korean/Mandarin/Spanish 
(BA) 

Engineering  
Chemical and Environmental Engineering   
Civil Engineering   
Electrical and Electronic Engineering  
Mechanical, Materials and Manufacturing 
Engineering 

Chemical Engineering (BEng/MEng) 
Chemical and Environmental Engineering 
(BEng/MEng) 
Civil Engineering (BEng/MEng) 
Electrical and Electronic Engineering (BEng/MEng) 
Mechanical Engineering (BEng/MEng) 
Mechatronic Engineering (BEng/MEng) 

Science  
Biomedical Sciences   
Biosciences   
Computer Science  
Pharmacy   
Psychology 

Biomedical Sciences (BSc)  
Biotechnology (BSc)  
Computer Science (BSc)  
Computer Science with Artificial Intelligence (BSc)  
Computer Science and Management Studies (BSc) 
Environmental Science (BSc)  
Nutrition (BSc)  
Pharmaceutical and Health Sciences (BSc)  
Pharmacy (MPharm)  
Plant Biotechnology (BSc)  
Psychology (BSc)  
Psychology and Cognitive Neuroscience (BSc)  
Software Engineering (BSc) 
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ABSTRACT 

 
The cloud-based mobile grading and class management system for Imus Institute is an android/mobile-based 
system which allows students, faculty and office personnel to do school transactions and record information on 
the cloud-server by having faculty accounts that manage student grades and a registrar account that manage the 
class system and a student account for enrolling and regularly checking of grades. The system also provides an 
automated computation of students’ records. 
 
The developed system allows the professors to store student records using their tablets and android phones 
online.  It also allows them to store student grades for an automated generation of reports of student’s tracks or 
performance.  Moreover, the registrar office can add/modify classes, assign students on those class and assign 
the classes on their respective professors. The registrar is the one that acts as the administrator.  The registrar has 
the right to create user accounts for the faculty. Students can sign-up or enroll in the system using their receipt 
number.  Other functions that the registrar and faculty accounts can do are the following: mail, generation of 
reports, bluetooth printing,  
 
Evaluation was conducted to gather feedbacks and impressions from the user respondents.  The evaluation 
criteria included speed, accuracy, user-friendliness and security.  The system achieved a very satisfactory rating 
overall. 
 
Keywords: Grading System, Class Management System, Student Records, Personnel Evaluation, Imus Institute 
 
 

CHAPTER 1 
INTRODUCTION 

 

 

Grading system plays a key role in the management system of any school. But, such systems do not often relate 
expectations, outcomes, and performance. As each student desires to achieve a good score for each assignment, 
exam, project and/or report, the whole process adds heavy workload for teachers in order to make their 
evaluation fair, comprehensive, and accurate. From the faculty’s perspective, these are necessary to avoid 
disagreement from students and parents. A computerized grading system is a highly desirable addition to the 
educational tool-kit, particularly it can provide less effort and more effective and timely outcome. 
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ABSTRACT 

 
The cloud-based mobile grading and class management system for Imus Institute is an android/mobile-based 
system which allows students, faculty and office personnel to do school transactions and record information on 
the cloud-server by having faculty accounts that manage student grades and a registrar account that manage the 
class system and a student account for enrolling and regularly checking of grades. The system also provides an 
automated computation of students’ records. 
 
The developed system allows the professors to store student records using their tablets and android phones 
online.  It also allows them to store student grades for an automated generation of reports of student’s tracks or 
performance.  Moreover, the registrar office can add/modify classes, assign students on those class and assign 
the classes on their respective professors. The registrar is the one that acts as the administrator.  The registrar has 
the right to create user accounts for the faculty. Students can sign-up or enroll in the system using their receipt 
number.  Other functions that the registrar and faculty accounts can do are the following: mail, generation of 
reports, bluetooth printing,  
 
Evaluation was conducted to gather feedbacks and impressions from the user respondents.  The evaluation 
criteria included speed, accuracy, user-friendliness and security.  The system achieved a very satisfactory rating 
overall. 
 
Keywords: Grading System, Class Management System, Student Records, Personnel Evaluation, Imus Institute 
 
 

CHAPTER 1 
INTRODUCTION 

 

 

Grading system plays a key role in the management system of any school. But, such systems do not often relate 
expectations, outcomes, and performance. As each student desires to achieve a good score for each assignment, 
exam, project and/or report, the whole process adds heavy workload for teachers in order to make their 
evaluation fair, comprehensive, and accurate. From the faculty’s perspective, these are necessary to avoid 
disagreement from students and parents. A computerized grading system is a highly desirable addition to the 
educational tool-kit, particularly it can provide less effort and more effective and timely outcome. 
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Many teachers in Imus Institute feel that the manual process of recording and computing for the grades of their 
students is time consuming and tedious with the advent of computer technology, many of the schools now are 
taking advantage of using computerized grading systems available both off-line and online. This software can 
help save time on administrative tasks and give teachers more time to attend to other important functions. 

The developers of this study thought of reducing the workload of the professors of Imus Institute by creating a 
software that will minimize the needs for manual computation and recording of students’ grades. The common 
problems encountered in manual recording and computations are error- and file-handling, and redundancy. As 
such, this paper aims to produce a workable computerized grading system that will address these issues.  

 

Objectives of the study 

The general objective of the study is to design, develop and implement a Cloud-based Mobile Grading and Class 
Management System for Imus Institute College Department. 

Specifically, the study aimed to: 
 
1.  Know the profile of the respondents in terms of age, gender and position. 
2.  Determine the effectiveness of the software in terms of speed, accuracy, user-friendliness and security. 
3.  Know the recommendations of the respondents to further improve the software?  
 

Significance of the Research Project 

The research project is expected to improve the current state of the schools grading methods by providing online 
and mobile services to students, faculty, office personnel and registrar.  The registrar’s office creates and 
maintains the faculty and office personnel accounts, insertion, modification and generation of student records 
will be done via mobile and stored in a secured cloud-server. 

 

Scope and Limitation 

The software included features that provided the following module to target users such as: maintenance of 
students’ records, assignment of classes to the faculty members. Backup and recovery as well as report 
generation facility is also provided. Usage of a secure data storage such as cloud and the mobility of mobile 
phones and tablets. 

The software does not include account statements and billing of payments. 

 
 

CHAPTER 2 
REVIEW OF RELATED LITERATURE AND STUDIES 

 

 

The research of Tambot, Christina (2010) entitled “Understanding Cloud Computing” mentioned that usage of 
cloud computing gives us benefits in a lot of different ways such as  paperless work which can be monitored and 
controlled remotely on any computer with access to your cloud-drive,  information computation and generation 
assistance and reducing the manpower allotted on a task.  It always provides accurate and precise information. 
Gathered information over the years can be saved and accessed at any time anywhere. 

Whereas, David, Matthew, (2011) on his study entitled “Flash mobile: developing android and IOS 
applications” cited that developing android applications is thinking one step ahead of the future , people always 
dreamed and wish for more , an easy way of life a computer was literally made for computing yet these days it 
performs almost half of our task from creation of reports for meetings , games , communication and security , 
from a gigantic football-filled size computer to a small handheld device with a 100 times more computing 

power, this is where it will all start , imagine accessing any information any data anytime anywhere this one of 
the benefits of developing android applications , the platform is a lot more faster , secured and most importantly 
trending. Developing android applications is the key to fasten lighten loads and tons of work to a single click. 

Solis, Luzviminda B. , (2010) pointed out on her paper “Student Grading System of PanPacific University North 
Philippines” that research and development is always a continuous processes. However the effectiveness and 
efficiency of this new system showed results that shows a great improvement. Faster computation of grades and 
accurate generation of reports are two of the most important outcome of the study, this signifies the success of 
the systems goals to lighten the load of professors and involved office personnel. 

Relevance to the present study 

The theories presented by the local and foreign authors have provided the researcher insights on the importance 
of a cloud-based mobile grading system on the school.  They are convinced on the potentials of using online 
systems to hasten manual processes plus the convenience and security of transactions.  Other authors discussed 
the importance of evaluating personnel support in an organization. 

 

 
CHAPTER 3 

METHODS AND PROCEDURE 
 
 

The methodology used in the development of the software is the waterfall model. The model included five (5) 
stages implemented in sequential order. 

The first stage is the requirements analysis phase where problems and opportunities for improvement on the 
existing grading system were identified.  The data gathering tools used to define information requirements were 
interview, survey, questionnaires and observation of the students and office environments. 

The second stage is the design phase where modules were created with user friendly interfaces and forms. The 
system’s uses cloud as its database storage enabling the system to handle large amount of data. 

Third stage is the implementation and testing stage where the researcher has already developed the software and 
tested it with the actual users.  Problems encountered were noted and addressed for optimum system 
performance. 

Last stage is maintenance wherein modules were modified and adjusted depending upon the needs of the users.  
Backup of files were included in case corruption of data. 

 

Respondents of the Study 

The respondents for this study were chosen on the basis that they are the primary users of the system and that 
they are competent on the areas covered by the research. It is necessary that they should be competent to ensure 
reliable analyses and correct evaluations.  Respondents of the study included students and fulltime faculty 
members of the school. 
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First the user login on the system , there the system verifies the user account type and redirect them to their 
proper panel , if student the panel show the student subject and their corresponding grades , if faculty the panel 
contains function to modify student records and grades and check their attendance , if user is registrar the panel 
contains administrative functions , for modification of class information , assignment of class to their 
corresponding faculty and generation of student records. 

Sample and Sampling Technique 

The research involved 20 respondents that directly evaluated the system.  Purposive Sampling was used as the 
sampling technique for this research because the researcher had direct control over the selection of the 
respondents which is based on their competency, qualification and specific function on the school’s grading 
system.  This was done to ensure that the research’s output based on the evaluation of the respondents is 
credible. The following table summarizes the breakdown of the chosen respondents: 

Table 1.  Breakdown of the respondents of the study 

Respondent Type Frequency 
Registrar 3 
Faculty 17 

Total 20 
 

Research Instruments and Techniques 

Questionnaire 

The researcher prepared a questionnaire that was distributed to the respondents. The questionnaire was used to 
assess and evaluate the developed software.  The questionnaire included portions for the respondents’ personal 
profile such as the name which is optional, gender, age and position in the school.  It also incorporated criteria 
for evaluation of the system’s effectiveness in terms of the software’ speed, accuracy, user-friendliness and 
security. Suggestions made by the respondents to further improve the developed system were also solicited.  
Instructions were provided on how to accomplish the questionnaire and the respondents were assured that the 
data gathered will be used for academic purposes only. 

Unstructured Interview 

In order to support and reinforce the surveys conducted and determine the various conclusions that were made 
by the respondents, unstructured or informal interviews were also conducted. The Registrar and Faculty 

Members are already familiarized on the grading system giving them clear sight to how the procedure goes and 
what necessary improvements are needed. 

Statistical Treatment 

The following statistical treatments were used in the study: 

 Percentage Distribution 

The study covered analyses of the evaluation of the respondents as a whole and independently when grouped 
according to profile.  Percentage distribution shows the relationship of a part as compared to other parts and 
their relationship to their whole. 

Weighted Mean 

The weighted arithmetical mean was used to summarize and determine the weighted responses of the 
respondents. The weighted mean was interpreted using the Five-Point Scale boundary of numerals with the 
following range of values and their corresponding descriptive interpretation on different areas. 

Table 2.  The Five Point Scale 

Interval 
Verbal Interpretations 

Speed Accuracy User-friendliness Security 
5 Very Fast Very Accurate Very User-friendly Very Secured 
4 Fast Accurate Slightly User-friendly Secured 
3 Moderately Fast Moderately Accurate User-friendly Moderately Secured 
2 Slow Less Accurate Less User-friendly Less Secured 
1 Very Slow Not Accurate Not User-friendly Not Secured 

 

 

 

CHAPTER 4 
PRESENTATION, ANALYSIS AND INTERPRETATION OF DATA 

 

4.1 Profile of the respondents 

The profile of the respondents covered gender, age and position. 

4.1.1 Gender. Table shows the frequency distribution of the respondents’ gender.  There were 20 respondents 
chosen in total, sixty percent (60%) are male and forty percent (40%) are female.  This is because male faculty 
members are more attracted to mobile apps than females. 

 

 

Table 1.  Distribution of the respondents according to gender 

Gender Type Frequency Percentage 
Male 12 60% 

Female 8 40% 
Total 20 100% 

 

4.1.2 Age. Table 2 shows the frequency distribution of the respondents according to age.  It can be noted from 
the table that thirty percent (30%) of the respondents are aged 21-30, fifteen percent (15%) are aged 31-40, forty 
percent (40%) are aged 41-50, and fifteen percent (15%) falls on the age of 51 and above.  The table reveals that 
majority of the respondents fall on the age range of 41-50 due to most professors in Imus Institute are regular 
employees meaning they have been in the college for quite a long time. 
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Table 2.  Distribution of the respondents according to age 

Age Range Frequency Percentage 
21-30 6 30% 
31-40 3 15% 
41-50 8 40% 

51 above 3 15% 
Total 20 100% 

 

4.1.3 Position. Table 3 shows the frequency distribution of the respondents’ position.  Eighty five percent (85%) 
are faculty, fifteen percent (15%) are registrar. This reveals that majority of the respondents are faculty 
members. This is because the faculty being the primary beneficiaries of the system outnumbers the registrar 
staff. 

Table 3.  Distribution of the respondents according to position 

Position Frequency Percentage 
Registrar 3 15% 
Faculty 17 85% 
Total 20 100% 

 

4.2 Effectiveness of the Cloud-based Mobile Grading and Class Management System for Imus Institute 
College Department in terms of Speed, Accuracy, User-friendliness and Security. 

4.2.1 Speed.  Table 4 below shows that the first four items ”Load time of Module is within 1-3 seconds , 
Generation of reports is fast , Fast grade computation , Fast Download and installation of the application” ties on 
4.65 average mean showing they are rate as very fast while data retrieval the fifth item “Date retrieval and 
manipulation” is rate as 4.60 as fast.  Showing the system is fast enough but there is still room for improvement 
and the professors have found that mobile based system is much faster than the manual grading system. 

Table 4.  Respondents’ assessment in terms of speed 

Criteria Weighted Mean Verbal Interpretation 
1. Load Time of Module is within 1-3 seconds. 4.65 Very Fast 

2. Generation of reports is fast. 4.65 Very Fast 

3. Fast grade computation. 4.65 Very Fast 

4. Fast Download and installation of the 
application 

4.65 Very Fast 

5. Data retrieval and manipulation 4.60 Fast 

Average 4.64 Fast 

 

4.2.2 Accuracy.  Table 5 below shows that item number five “Generation of report of pass students” shows 

the highest value of grades rate as 4.70 which is marked as very accurate, and item number 2 “Correct 

computation of grades” and 4 “Messages sent/receive by the right person” as 4.55 marked as Accurate and item 

1 “Display exact data of classes” and 3 “Report generated from grading is correct” as 4.50 also Accurate, 

showing the accuracy of the developed system. The faculty of Imus Institute have concluded that the developed 

system shows accurate data manipulation therefore resulting to the average mean of 4.56. 

 

 

Table 5.  Respondents’ assessment in terms of accuracy 

Criteria Weighted Mean Verbal Interpretation 
1. Display exact data of classes 4.50 Accurate 

2. Correct computation of grades 4.55 Accurate 

3. Report generated from grading is correct 4.50  Accurate 

4. Message sent/receive by the right person 4.55 Accurate 

5. Generation of report of pass students 4.70 Very Accurate 

Average 4.56 Accurate 

 

4.2.3 User-friendliness. Table 6 below shows that the fifth item have ranked highest on the 5 items ranking 
4.75 marked as very user friendly and the first 3 items tied on 4.30 marked as much user-friendly and the 
graphics as 4.15 mark also as much user-friendly, resulting to total mean of 4.39 mark as much user-friendly 
because the faculty of Imus Institute finds the developed system more easier to use that the manual grading 
system. 

Table 6.  Respondents’ assessment in terms of user-friendliness 

Criteria Weighted Mean Verbal Interpretation 
1. The software has tooltip text instruction and 

icons. 
4.30 Slightly User-friendly 

2. Help Facility is available. 4.30 Slightly User-friendly 

3. Message alerts pop ups whenever errors 

occur. 
4.30 Slightly User-friendly 

4. Visual appearance does not cause pain in the 

eyes 
4.15 Slightly User-friendly 

5. Descriptive Icons 4.75 Very User-friendly 

Average 4.39 Slightly User-friendly 

 

4.2.4 Security.  Table 7 below item number 1 “Username and password are enforced”, received weighted mean 
of 4.35 (very secured). Item number 2 and 3, “user privileges and access rights are defined and user privileges 
and previous pages cannot be view after logging out”, obtained a weighted mean of 4.30.Item number 4,” 
Session Time Out” obtained a weighted mean of 4.35(very secured). Item number 5, “Cloud Automatic file 
backup”, obtained a weighted mean of 4.40(very secured), thus resulting to the total mean of 4.35 (very secured) 
meaning the faculty of Imus Institute finds the system safe and reliable for the storage and generation of student 
grades and reports. 

Table 7.  Respondents’ assessment in terms of security 

Criteria Weighted Mean Verbal Interpretation 
1. Username and password are enforced. 4.35 Very Secured 

2. User privileges and access rights are 

defined. 
4.30 Very Secured 

3. Session time out. 4.35 Very Secured 

4. Track user-activity. 4.35 Very Secured 

5. Automatic backup of files to cloud. 4.40 Very Secured 

Average 4.35 Very Secured 
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because the faculty of Imus Institute finds the developed system more easier to use that the manual grading 
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Table 6.  Respondents’ assessment in terms of user-friendliness 

Criteria Weighted Mean Verbal Interpretation 
1. The software has tooltip text instruction and 

icons. 
4.30 Slightly User-friendly 

2. Help Facility is available. 4.30 Slightly User-friendly 

3. Message alerts pop ups whenever errors 

occur. 
4.30 Slightly User-friendly 

4. Visual appearance does not cause pain in the 

eyes 
4.15 Slightly User-friendly 

5. Descriptive Icons 4.75 Very User-friendly 

Average 4.39 Slightly User-friendly 

 

4.2.4 Security.  Table 7 below item number 1 “Username and password are enforced”, received weighted mean 
of 4.35 (very secured). Item number 2 and 3, “user privileges and access rights are defined and user privileges 
and previous pages cannot be view after logging out”, obtained a weighted mean of 4.30.Item number 4,” 
Session Time Out” obtained a weighted mean of 4.35(very secured). Item number 5, “Cloud Automatic file 
backup”, obtained a weighted mean of 4.40(very secured), thus resulting to the total mean of 4.35 (very secured) 
meaning the faculty of Imus Institute finds the system safe and reliable for the storage and generation of student 
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Table 7.  Respondents’ assessment in terms of security 

Criteria Weighted Mean Verbal Interpretation 
1. Username and password are enforced. 4.35 Very Secured 

2. User privileges and access rights are 

defined. 
4.30 Very Secured 

3. Session time out. 4.35 Very Secured 

4. Track user-activity. 4.35 Very Secured 

5. Automatic backup of files to cloud. 4.40 Very Secured 

Average 4.35 Very Secured 
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4.2.5 Summary of the Assessments of the Respondents on Effectiveness of the Cloud-based Mobile 
Grading and Class Management System for Imus Institute College Department.   

The foregoing table shows the summary of the evaluation. It shows that the accuracy of the software, received 
the highest rating with a weighted mean of 4.64 “Fast”. The speed received second to the highest rating with 
weighted mean of 4.56 “Very accurate”. The security received weighted mean of 4.39 “Much User- friendly” 
and while the user-friendliness had a weighted mean of 4.35 “Very Secured”. 

 

Summary Mean Verbal Interpretation 
1. Speed 4.64 Fast 

2. Accuracy 4.56 Very Accurate 

3. User-friendliness 4.39 Much User-friendly 

4. Security 4.35 Very Secured 

 
CHAPTER 5 

SUMMARY, CONLCUSION AND RECOMMENDATIONS 
 

Summary of Findings 

The results of the study are summarized as follows: 

Profile of the respondents 

Twenty respondents evaluated the software, in terms of gender sixty percent (60%) are male and forty percent 
(40%) are female, majority of them are aged 41 – 50 years old in terms of age constituting forty percent (40%) 
and as regards to position eighty five percent (85%) are faculty members. 

Effectiveness of the Cloud-based Mobile Grading and Class Management System for Imus Institute 

The respondents’ assessment showed that the mobile grading system was “Fast” in terms of speed with an 
average weighted mean of 4.64.  The software got an average weighted mean of 4.56 in terms of accuracy 
verbally interpreted as “Accurate” and fared as “Slightly User-friendly” having an average weighted mean of 
4.39 as regards to user-friendliness, while the respondents rated it “Very Secured” with an average weighted 
mean of 4.35 in terms of security. 

 

Conclusions 

Based on the findings gathered, the following were drawn by the researchers 

1. In reference to the respondents’ profiles, have more male than female 

2. In reference to the respondents’ profiles, majority age range is 41 to 50 years old. 

3. The developed Cloud-Based Mobile Grading and Class Management System was fast in terms of speed, 
accurate in terms of accuracy, much user-friendly in terms of the software user-friendliness and much secured in 
terms of security. The Department Head who has the full access of the software can have all the information 
available in the software. The professors would generate reports that they needed. Thus the students can perform 
their works faster. 

 

 

 

Recommendations 

In light of the findings and conclusions of the study, the following are recommended: 

1. The Department Head or Professors may sponsor a “Users Training” for the students involved in the existing 
reservation process regarding the use of the developed Cloud-Based Mobile Grading and Class Management 
System in to familiarize and properly acquaint them with the use and the benefits provided by the system. 

2. Printing off grades on professors’ approval in a desktop computer connected to the printer. 

3. Warning on students with 3 absents to inform that the professor should contact the guardian / parent of the 
student. 
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ABSTRACT 

 
Stocks or shares can be defined as a sign of ownership of a person or party (entity) in a corporation or limited 
liability company. Various information shocks have an impact on the economy and investment climate, 
including changes on oil prices. The volatility of market price which is affected by oil price change and export 
value can be investigated how far is the oil price change and export value impact to market price. The aim of 
this research is to perform an empirical investigation into the relationship between oil price and market price in 
Indonesia.  

Autoregressive Conditional Heteroskedasticity/ Generalized Autoregressive Conditional Heteroskedasticity 
(ARCH/ GARCH) approach which allows for transmissions in return and volatility is employed to test the 
hypothesis based on data. The outcome of this research is relationship between oil price changes and export 
value to stock price in Indonesia. WTI crude oil price give more effect than Brent crude oil price to Jakarta 
Composite Index. There is a significant relationship from WTI crude oil prices, OPEC crude oil, and export 
value to Jakarta Composite Index. This relationship was positive in that if the price of WTI crude oil, price of 
OPEC crude oil, and export value increased, then the stock price index also increased and vice versa.  

Keywords: volatility, Jakarta Composite Index, Indonesia export value, crude oil, Brent, West Texas 
Intermediate, Organization of the Petroleum Exporting Countries, ARCH/ GARCH method 

 

1. Introduction 
 

Overall economic development can be seen from the growth of capital market in a country. As the one of 
economic driving factors, capital market provides facilities to transfer funds from a party to other parties. From 
the function mentioned before, it can be said that investors invest their funds in order to obtain dividend or 
capital gain. Investment activity is an investing activity either directly or indirectly with the hope in time the 
investors can get benefit from the investment. For investors, through capital market, they can choose the 
investment object with various rate of return and various risk rate. The investment activity is done by using 
shares or stocks. 
 
Shares can be defined as a sign of ownership of a person or party (entity) in a corporation or limited liability 
company. By including the capital, then that party has a claim on corporate earnings, a claim on the assets of the 

company, and is entitled to attend the General Meeting of Shareholders (GMS). An investor can buy shares in 
the primary market and the secondary market. In the primary market, new issuers go public offer shares to 
investors by the underwriters and selling agents. 
 
Share (stock) as one of the instruments of financial markets is the most popular. Buying stocks is another 
alternative in securing and simultaneously increase the value of wealth (in this case a wealth of money). So 
securing and increasing wealth in the form of various kinds. Excess saving by way of own shares is its ability to 
provide benefits that are not pitch-up. Infinity does not mean the common stock investment gains are very large 
in the rupiah. However, depend on the development of the issuer company. Where, the issuing company is able 
to generate huge profits, then there is a possibility of its shareholders will enjoy a huge advantage as well. 
 
In essence stocks are securities that represent the value of a company. The value of the company will depend on 
many external and internal factors which will affect the company's performance. Factors that can affect stock 
prices are company news and performance, industry performance, investor sentiment, and economic factors. For 
example is when the performance is good, of course, shareholders will "contribute" to enjoy the company profits 
distributed in the form of dividends - which is usually followed by a rise in the stock price due to increased 
demand for the stock. Conversely, if the company's performance is predicted to decline due to external factors 
and internal news, then the shareholders will sell shares to the market to avoid losses - which led to decline in 
the stock's share price. 
 
In the secondary market or in activities of daily stock trading, stock prices fluctuating either increase or 
decrease. The formation of stock prices is due to the demand and supply of the stock. In other words, stock 
prices are formed by supply and demand for these shares. Supply and demand is a concern due to many factors, 
both of which are specific for these shares (the performance of the company and the industry in which the 
company is engaged) as well as the macro factors like interest rates, inflation, exchange rates and non-economic 
factors such as social conditions and political, and other factors. 
 
Stock price index is an indicator of stock price movements. The index is a guide for investors to invest in the 
stock market. Composite stock price index is an index which uses all the listing companies as the component of 
index calculation. Composite stock price index or commonly called Jakarta Composite Index (JCI) is also on of 
the indicators of the macroeconomic success of Indonesia. The movement of JCI each day is affected by several 
factors. 
 
Various events or government policies have an impact on the economy and investment climate, including the 
policies on oil prices. If the change of oil prices resulting in increased stock return means that the event is 
responded positively by the economic people or market people, so a government policy is effective when it is 
responded positively by investors. Instead, the policy becomes ineffective if the policy is responded negatively 
by investors. In addition, the world experienced globalization and revolution in technology and information. The 
effect of an event from a country can affect other country. Globalization impact in economic field is followed by 
liberalization in economy. It means that in global market, investors can invest wherever they want. 
 
Oil as the commodity that holds very vital role in all economic activities affects the change in operating costs 
and profit levels of investment activity. Declining in the oil price is not only easing the burden on low end 
residents in general, but also for the business world in particular. It because there is a decrease in production 
cost, it will result in low selling prices of goods. The opposite would occur if the oil price rises. Multiple effects 
of rising oil prices, such as factory overhead cost increase due to rising on raw material, freight, and eventually 
the company’s profit decreases. This dynamic process made the stock price became up and down unexpectedly. 
In addition, based on data Indonesia Stock Exchange per December 17, 2009, the transaction of stock trading is 
dominated by the mining sector for almost 39.7%. this resulted in the increase in world oil price will push the 
stock price. It will encourage the increase of JCI. World oil prices have significant impact on the stock market 
index movement. 
 
Historically price differences between Brent and other crudes have been based on physical difference in crude 
oil specifications and short term variations in supply and demand. Prior to September 2010, there existed a 
typical price difference per barrel of between ±3 USD/ barrel compared to WTI and OPEC. However, since the 
autumn of 2010 Brent has been priced much higher than WTI, reaching a difference of more than US$ 11 a 
barrel by the end of February 2011. In February 2011 the divergence reached US$ 16 during supply glut, record 
stockpiles, at Cushing, Oklahoma before peaking at above US$ 23 in August 2012. It has since September 2012 
decreased significantly to around US$ 18 after refinery maintenance settled down and supply issues eased 
slightly. 
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On April 13, 2007 Bloomberg reported on a Lehman Brothers study stating WTI prices were not good 
barometer of world oil price. On May, 2007, WTI was priced at $63.58 per barrel versus $71.39 per barrel for 
Brent. The anomaly occurred because of a temporary shortage of refining capacity. In early a large stockpile of 
oil at the giant Cushing pricing point. As stockpile decreased, the WTI price increased to exceed the price of 
Brent once again. In February 2011, WTI was trading around  $85/ barrel while Brent was at $ 103 per barrel. 
The reason most cited for this difference was that Cushing had reached capacity due to a surplus of oil I the 
interior of North America. At the same time, Brent moved up in in reaction to civil unrest in Egypt and across 
the Middle East. Brent continued to trade US$ 10 – US$ 20 higher than WTI for two years, until June 2013. By 
July 2013, the disparity had shrunk to about US$ 4. By January 2014, the spread between the two has once again 
increased to over US$ 14, but was back down to US$ 4 by the  end of 2014. 
 
Like prices of other crude oil experience wide swings in times of shortage or oversupply. The crude oil price 
cycle may extend over several years responding to changes in demand as well as OPEC and non-OPEC supply. 
When viewed in 2010, a different story emerges with crude oil price fluctuating between $ 17 and $ 19 during 
most of the period. OPEC crude oil price reached the highest price on June 2008 with price US$ 136.03/ barrel. 
It was slowly decreasing and reaching its lowest price on December 2008 with price $35.58/ barrel. 
 
Indonesia’s export growth will presumably continue to improve, especially after the World Bank forecast an 
increase in world economic growth. The World Bank estimates that growth in the world economy will be 3.2% 
(yoy) in 2014. Indonesia export value on 2004 was US$ 1.58 billion. Then on 2005, the export was US$ 85.56  
billion. On the next year, it was US$ 100.79 billion. The export value was higher and higher, on 2007 it was 
US$ 114.10 billion. The higher export value was on 2008, it reached US$ 137.02 billion. But then on 2009, the 
export fell on US$ 116.5 billion. The export experienced fluctuation from year to year. 
 
 

2. Literature Review 
 

Masih, Peters, & Mello (2011) tested the relationship between oil price movements and economic activity. The 
more specific area was applied, that was South Korea. The study gathered data from Financial Statistics of the 
International Monetary Fund and consist of monthly observations from May 1988 to January 2005 of the 
Korean stock market index, industrial production, interest rates and oil prices. The research used VEC model. 
Nguyen & Bhatti (2012) studied the dependence structures and/or tail dependence between oil price changes and 
stock market indices. Wider area of research was China and Vietnam. Data which are used are stock indices 
extracted from Datastream and Ho-Chi Minh Stock Exchange (HOSE) daily series from 2000 to August 2009 
for China and for Vietnam is from 2002 to August 2009. The oil price data is the WTI spot price index by using 
nonparametric (chi- and K-plots) and parametric (copula) Methods. 
 
Acaravci, Ozturk, & Kandir (2012) investigated the long-run relationship between natural gas prices and stock 
prices. The research covered area of European Union-15 (EU-15) consisted Austria, Belgium, Denmark, 
Finland, France, Germany, Greece, Ireland, Italy, Luxemburg, Netherland, Portugal, Spain, Sweden, and United 
Kingdom and employed quarterly data covering the period from 1990:1 to 2008:1. The study investigates the 
long-run relationship between natural gas prices and stock prices by using the Johansen and Juselius 
cointegration test and error–correction based Granger causality models for the EU-15 countries. 
 
Creti, Ftiti, & Guesmi (2014) studied the degree of interdependence between oil price and stock market index. 
The samples were US, Italy, Germany, Netherlands, and France as oil-importing and as oil-exporting countries 
were United Arab Emirates, Kuwait, Saudi Arabia, and Venezuela. The research used monthly data for oil 
prices and stock market indices of the country and the Brent crude oil index range from 3 September 2000 to 3 
December 2010. This research proposed the frequency approach proposed by Priestley and Tong (1973) and the 
co-integration procedure developed by Engle and Granger (1987). 
 
Over the time, research of oil price and stock market relationship has been improving and varying. Several 
methods have also been applied in investigating the relationship with its own findings based on its research. 
Sukcharoen, Zohrabyan, Leatham, & Wu (2014) studied the relationship between the oil price and stock market 
index. This research employed VAR GARCH approach resulted on the whole, the existence of substantial return 
and volatility spillovers between world oil prices and GCC stock markets, and appear to be crucial for 
international portfolio management in the presence of oil price risk. Different with others, recently research 
from both developed and developing countries, Canada, French, Germany, Hong Kong, Italy, Japan, 
Netherlands, Switzerland, United Kingdom, United States, China, Czech Republic, Finland, Hungary, Poland, 

Russia, Spain, and Venezuela. It studied daily data from January 7, 1982 to December 31, 2007 and considered 
oil price series of Brent crude oil and OPEC oil basket price. 
 
Based on the background of the problem, then the formulation of the problem is the phenomenon of market 
price volatility which is caused by the change of international oil price and Indonesia export value during 2004-
2013. The volatility indicates an uncertainty in market return which is risky for the stockholder to invest. 
Therefore, the historical market price will be necessary to be analyzed in order to figure out the possible future 
market price. Research objectives are used as direction in doing this research. The objectives are examine the 
volatility on market return which is affected by the change of international oil prices and Indonesia export value, 
investigate the relationship between the prices of international oil prices and Indonesia export value to the stock 
price in JCI over the monthly period, and analyze the most influential impacts of change in international oil 
prices and Indonesia export value to market return. 
 
This research used quantitative data which were gathered from secondary data. The secondary data were 
gathered from internet sources related to this research. Data gathered of the stock market price in this research 
referred to Indonesia Stock Exchange of Joint Stock Price Index or common called as Jakarta Composite Index 
(JCI). Jakarta Composite Index data is an index of all stocks that are traded on Indonesia Stock Exchange (IDX) 
and consist of nine sectors, they are Jakarta Finance; Jakarta Consumer Goods; Jakarta Infrastructure, Utility, 
Transportation; Jakarta Trade, Service, and Investment; Jakarta Miscellaneous Industry; Jakarta Basic Industry 
and Chemical; Jakarta Construction, Property, Real Estate; Jakarta Mining; and Jakarta Agricultural. Out model 
employed over the monthly data period from January 2004 until December 2013. It sourced from finance yahoo 
website for historical prices of JCI. All indices were based on Indonesia Rupiah and close price adjusted for 
dividends and splits. The data gathered of JCI contained of open, high, low, close, volume, and adjusted close. 
 

 
The oil price data is referred to the Dated Brent data. The data period was monthly and range from January 2004 
to December 2013. The time horizon is primarily limited by the data availability. Brent oil price which is used is 
for the crude oil (petroleum). The Brent crude oil data price is used to as it accounts for 65% of the daily 
production of the world’s oil and it is the most commonly used benchmark for pricing in the crude oil market. 
The Brent oil price measured in US Dollar per barrel. The original source of these oil price data are US Energy 
Information Administration and World Bank. The data included oil price change and the percentage change 
each month from the time horizon which is concerned. The Indonesia export value was utilized from the website 
of Badan Pusat Statistik (BPS) of Indonesia in the same period of January 2004-December 2013 with monthly 
frequency. 
 
Population is a general group that formed of object or subject which had certain characteristics. The population 
in this study is all the data of JCI, OPEC Crude Oil Price, WTI Crude Oil Price, Brent Crude Oil, and Indonesia 
Export Value. Sample is a part of the population. While the sample of the data in this research are JCI, OPEC 
Crude Oil Price, WTI Crude Oil Price, Brent Crude Oil, and Indonesia Export Value in closed value for each 
month from January 2004 until December 2013. The reason in choosing the period it is because there was 
information shock which occurred on that period.  The selection of monthly data is to avoid bias caused short 
panic in the market towards information, so the use of monthly data is to get accurate result. 
 
Research variables are everything that defined by author to be observed in order to obtain information, then it 
will be concluded. In general, variables divided into two types, independent variable and dependent variable. 
Dependent variable is a type of variable which is described or affected by independent variable. Independent 
variable is a variable which told or influence other variable. This research consists of independent variables and 
dependent variable. The variables for each model I and model II are 
Model I : Dependent variable : Jakarta Composite Index (Y) 

Independent variables : OPEC Crude Oil Price (X1), WTI Crude Oil Price (X2), and Indonesia Export 
Value (X3) 

Model II : Dependent variable : Jakarta Composite Index (Y) 
Independent variables : OPEC Crude Oil Price (X1), Brent Crude Oil Price (X2), and Indonesia 

Export Value (X3) 
 

 
3. Methodology 

 
Research in financial time series analysis usually exist volatility and large movement. Volatility information is 
importance in many areas. The volatility shows that the variance of time series data varies over time. There are 
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On April 13, 2007 Bloomberg reported on a Lehman Brothers study stating WTI prices were not good 
barometer of world oil price. On May, 2007, WTI was priced at $63.58 per barrel versus $71.39 per barrel for 
Brent. The anomaly occurred because of a temporary shortage of refining capacity. In early a large stockpile of 
oil at the giant Cushing pricing point. As stockpile decreased, the WTI price increased to exceed the price of 
Brent once again. In February 2011, WTI was trading around  $85/ barrel while Brent was at $ 103 per barrel. 
The reason most cited for this difference was that Cushing had reached capacity due to a surplus of oil I the 
interior of North America. At the same time, Brent moved up in in reaction to civil unrest in Egypt and across 
the Middle East. Brent continued to trade US$ 10 – US$ 20 higher than WTI for two years, until June 2013. By 
July 2013, the disparity had shrunk to about US$ 4. By January 2014, the spread between the two has once again 
increased to over US$ 14, but was back down to US$ 4 by the  end of 2014. 
 
Like prices of other crude oil experience wide swings in times of shortage or oversupply. The crude oil price 
cycle may extend over several years responding to changes in demand as well as OPEC and non-OPEC supply. 
When viewed in 2010, a different story emerges with crude oil price fluctuating between $ 17 and $ 19 during 
most of the period. OPEC crude oil price reached the highest price on June 2008 with price US$ 136.03/ barrel. 
It was slowly decreasing and reaching its lowest price on December 2008 with price $35.58/ barrel. 
 
Indonesia’s export growth will presumably continue to improve, especially after the World Bank forecast an 
increase in world economic growth. The World Bank estimates that growth in the world economy will be 3.2% 
(yoy) in 2014. Indonesia export value on 2004 was US$ 1.58 billion. Then on 2005, the export was US$ 85.56  
billion. On the next year, it was US$ 100.79 billion. The export value was higher and higher, on 2007 it was 
US$ 114.10 billion. The higher export value was on 2008, it reached US$ 137.02 billion. But then on 2009, the 
export fell on US$ 116.5 billion. The export experienced fluctuation from year to year. 
 
 

2. Literature Review 
 

Masih, Peters, & Mello (2011) tested the relationship between oil price movements and economic activity. The 
more specific area was applied, that was South Korea. The study gathered data from Financial Statistics of the 
International Monetary Fund and consist of monthly observations from May 1988 to January 2005 of the 
Korean stock market index, industrial production, interest rates and oil prices. The research used VEC model. 
Nguyen & Bhatti (2012) studied the dependence structures and/or tail dependence between oil price changes and 
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extracted from Datastream and Ho-Chi Minh Stock Exchange (HOSE) daily series from 2000 to August 2009 
for China and for Vietnam is from 2002 to August 2009. The oil price data is the WTI spot price index by using 
nonparametric (chi- and K-plots) and parametric (copula) Methods. 
 
Acaravci, Ozturk, & Kandir (2012) investigated the long-run relationship between natural gas prices and stock 
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dividends and splits. The data gathered of JCI contained of open, high, low, close, volume, and adjusted close. 
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month from January 2004 until December 2013. The reason in choosing the period it is because there was 
information shock which occurred on that period.  The selection of monthly data is to avoid bias caused short 
panic in the market towards information, so the use of monthly data is to get accurate result. 
 
Research variables are everything that defined by author to be observed in order to obtain information, then it 
will be concluded. In general, variables divided into two types, independent variable and dependent variable. 
Dependent variable is a type of variable which is described or affected by independent variable. Independent 
variable is a variable which told or influence other variable. This research consists of independent variables and 
dependent variable. The variables for each model I and model II are 
Model I : Dependent variable : Jakarta Composite Index (Y) 

Independent variables : OPEC Crude Oil Price (X1), WTI Crude Oil Price (X2), and Indonesia Export 
Value (X3) 

Model II : Dependent variable : Jakarta Composite Index (Y) 
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Research in financial time series analysis usually exist volatility and large movement. Volatility information is 
importance in many areas. The volatility shows that the variance of time series data varies over time. There are 
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some models that can be used to measure volatility in rime series, such as Autoregressive Conditional 
Heteroscedasticity (ARCH) and Generalized Autoregressive Conditional Heteroscedasticity (GARCH). 
 
Autoregressive Conditional Heterorcedasticity (ARCH) was first popularized by Engle (1982). ARCH is a 
concept of autoregression function which assumes that the variance changes toward time and this value of the 
variance is influenced by a number of previous data. The idea behind this model as in autoregressive (AR) 
model and moving average (MA) model is to see the relationship of random variables with previous random 
variables. In simple terms, it can be said that the volatility is based on the ARCH (q) model assumes that the 
variance of the fluctuation data are influenced by a number of q data on previous fluctuation data.  
 
ARCH/ GARCH model was developed primarily to address the issue of the volatility in economic and business 
data, especially in the field of financial. Those caused previous forecasting models became underprivileged to 
come up the actual condition. This volatility reflected in the error terms variance that do not meet the 
homoscedasticity assumption. The first component is a constant variance. The second component is the 
inconstant variance in which the dependence of the current variance to the amount of the volatility in the 
previous period. If the volatility in the previous period was large (both positive and negative), then the current 
variance would be large anyway. Common forms of ARCH (q) model as follows: 

 

                 
 

                 
 
Where, 
Yt = dependent variable when at t 
Xt = independent variable when at t 
β0 = constants 
β1 = multiple regression coefficient 
εt = error terms 
 
While conditional variance     is: 
    = response variable (dependent) at t or variance at t 
    constant variance 
         volatility of previous period (called the ARCH component) 

 
According to Engle, the current variance depends on the variance in the past, so heteroscedasticity can be 
modeled and variances are allowed to change over time. It will cause a large number of parameters in the 
conditional variance must be estimated. The estimation of parameters is difficult to do in exact precision. 
Therefore, Bollerslev (1986) introduced Generalized Autoregressive Conditional Heteroscedasticity (GARCH) 
method to generate parsimony model (use fewer parameters). Parsimonious model that accomplished a desired 
level of explanation or prediction with a few predictor variables as possible (Meys, 2011) 

 
On 1986, ARCH model from Engle was enhanced by Bollerslev who introduced GARCH model. This model 
was developed as the generalization from the volatility model and in this model, the variance consists of three 
components. The first component is constant variance. Second component is volatility in the previous period. 
The last is the variance in the previous period. Common forms of GARCH (p,q) is 

 

                 
 

                          
 
Where, 
Yt = dependent variable when at t 
Xt = independent variable when at t 
β0 = constants 
β1 = multiple regression coefficient 
εt = error terms 
 
While conditional variance has four parts, they are: 
    = response variable (dependent) at t or variance at t 

    constant variance 
         volatility of previous period (the ARCH component) 
         = volatility of previous period (the GARCH component) 
 

The model above can be extended to GARCH (p,q) model in which there are p lagged terms of the squared error 
term and q terms of the lagged conditional variances. 
 
ARCH model and GARCH model have several advantages compared with other multiple linear regression 
analysis. This model is not only forecast from Y but also forecast from the variance. This model does not see 
heteroscedasticity as problem, but it takes advantage of this condition to create a model. Even by utilizing 
heteroscedasticity in right error, it will obtain a more efficient estimator. 
 
The methodology which is used in this research is Autoregressive Conditional Heteroscedasticity/ Generalized 
Autoregressive Conditional Heteroscedasticity (ARCH/ GARCH) Analysis. As far as volatility modeling of 
stock markets is concerned, GARCH-type models have received particular interest. 
 
The term autoregressive is due to the appearance of the lagged values of the dependent variable on the right-
hand side and the term vector is due to the fact that a vector of two (or more) variables is included in the system 
model. 

 

4. Data Analysis 
 

 

 

 
Figure 4.1. Model I: Using OPEC, WTI, and Export Value as independent variables 

 

 

 

 
Figure 4.2. Model II: Using OPEC, Brent, and Export Value as independent variables 

 

In this research, the author constructed two models with one different independent variable in each model. The 
two models were observed to capture the different effect of WTI and Brent separately to Jakarta Composite 
Index. The two models were analyzed in order to catch the effect from different international crude oil market 
from Europe (Brent) and from America (WTI) to Jakarta Composite Index. OPEC crude oil price and export 
value were placed in all models because OPEC is the oil global market representative which affected the 
international oil price and export value as the comparative from the national economic condition which can 
effect market prices because investor interest in Jakarta Composite Index. 
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some models that can be used to measure volatility in rime series, such as Autoregressive Conditional 
Heteroscedasticity (ARCH) and Generalized Autoregressive Conditional Heteroscedasticity (GARCH). 
 
Autoregressive Conditional Heterorcedasticity (ARCH) was first popularized by Engle (1982). ARCH is a 
concept of autoregression function which assumes that the variance changes toward time and this value of the 
variance is influenced by a number of previous data. The idea behind this model as in autoregressive (AR) 
model and moving average (MA) model is to see the relationship of random variables with previous random 
variables. In simple terms, it can be said that the volatility is based on the ARCH (q) model assumes that the 
variance of the fluctuation data are influenced by a number of q data on previous fluctuation data.  
 
ARCH/ GARCH model was developed primarily to address the issue of the volatility in economic and business 
data, especially in the field of financial. Those caused previous forecasting models became underprivileged to 
come up the actual condition. This volatility reflected in the error terms variance that do not meet the 
homoscedasticity assumption. The first component is a constant variance. The second component is the 
inconstant variance in which the dependence of the current variance to the amount of the volatility in the 
previous period. If the volatility in the previous period was large (both positive and negative), then the current 
variance would be large anyway. Common forms of ARCH (q) model as follows: 
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According to Engle, the current variance depends on the variance in the past, so heteroscedasticity can be 
modeled and variances are allowed to change over time. It will cause a large number of parameters in the 
conditional variance must be estimated. The estimation of parameters is difficult to do in exact precision. 
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method to generate parsimony model (use fewer parameters). Parsimonious model that accomplished a desired 
level of explanation or prediction with a few predictor variables as possible (Meys, 2011) 
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components. The first component is constant variance. Second component is volatility in the previous period. 
The last is the variance in the previous period. Common forms of GARCH (p,q) is 
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         volatility of previous period (the ARCH component) 
         = volatility of previous period (the GARCH component) 
 

The model above can be extended to GARCH (p,q) model in which there are p lagged terms of the squared error 
term and q terms of the lagged conditional variances. 
 
ARCH model and GARCH model have several advantages compared with other multiple linear regression 
analysis. This model is not only forecast from Y but also forecast from the variance. This model does not see 
heteroscedasticity as problem, but it takes advantage of this condition to create a model. Even by utilizing 
heteroscedasticity in right error, it will obtain a more efficient estimator. 
 
The methodology which is used in this research is Autoregressive Conditional Heteroscedasticity/ Generalized 
Autoregressive Conditional Heteroscedasticity (ARCH/ GARCH) Analysis. As far as volatility modeling of 
stock markets is concerned, GARCH-type models have received particular interest. 
 
The term autoregressive is due to the appearance of the lagged values of the dependent variable on the right-
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Figure 4.2. Model II: Using OPEC, Brent, and Export Value as independent variables 
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4.1. Classical Assumption Test 

Classical Assumption Test for Model I 

Multicollinearity Test 

Multicollinearity test aims to test whether the model had a correlation among independent variables. 
A good model does not have correlation among independent variables. The result of 
multicollinearity test using EViews 6 can be seen from the table below. 

 
Table 4.1. Multicollinearity Test of Model I 

 
 
 
 
 

 
From the table 4.1., it is showed that there is not any multicollinearity in the equation. There was 
not correlation among independent variables. This is because the value of the correlation matrix of 
all independent variables is less than 0.8 or 80%. It shown that Model I was feasible to use for the 
research because there was not multicollinearity problem among independent variables. 

 
Autocorrelation Test 
The autocorrelation test was conducted by Breusch-Godfrey by using software EViews 6. The result 
shown in the table below. 

 
Table 4.2. Autocorrelation Test of Model I 

Breusch-Godfrey Serial Correlation LM Test:  
     
     F-statistic 0.313398     Prob. F(2,113) 0.7316 
Obs*R-squared 0.656437     Prob. Chi-Square(2) 0.7202 
     
          

With the sample size = 120, α = 0.05 and the number of independent variables = 3, the 
autocorrelation test showed that there was no autocorrelation. It was proven by the probability chi 
square. Probability chi square was 0.7202. The probability was higher than 0.05 which meant that 
there was no autocorrelation on the data. 

 
Heteroscedasticity Test 
In this research, author conducted White test to analyze the heteroscedasticity among the variables 
using EViews 6 software. The result has been shown on the table 4.3. 

 
Table 4.3. Heteroscedasticity Test of Model I 

Heteroskedasticity Test: White  
     
     F-statistic 1.877760     Prob. F(9,110) 0.0626 
Obs*R-squared 15.98096     Prob. Chi-Square(9) 0.0673 
Scaled explained SS 7.254914     Prob. Chi-Square(9) 0.6106 
     
      

Based on the table 4.3., it can be found that the value of probability chi square which laid off in a 
row with obs*R-squared was 0.0673. The probability chi square referred the heteroscedasticity. The 
probability chi square was more than 0.05 which meant that there was no heteroscedasticity among 
the data. 

 
Normality Test 
The normality test was conducted with Jarque-Bera test through EViews 6 software and the result 
obtained on the figure 4.1. 

 EXP OPEC WTI 
    
    EXP  1.000000  0.143473  0.250215 
OPEC  0.143473  1.000000  0.752750 
WTI  0.250215  0.752750  1.000000 

 
   Figure 4.1. Normality Test of Model I 

 
Figure 4.1. presented the mean, median, maximum, minimum, standard deviation, skewnesss, 
kurtosis, value of Jarque-Bera, and probability. The normality test based on Jarque-Bera test 
required normal curve where the probability value was 0.329497, which was more than 0.05 as the 
degree of freedom. Therefore, it can be concluded the data was distributed normally since it passed 
the Jarque-Bera normality test. 
 
All the four classical assumption test had been done and the result shown that the data passed the 
classical assumption test. So, the result of this estimation Model I can be called Best Linear 
Unbiased Estimation or BLUE. 

 
Classical Assumption Test for Model II 

Multicollinearity Test 
In examining the multicollinearity of the data, the value of the correlation matrix was conducted by 
the author through software EViews 6. The result was shown in table 4.4. 

 
Table 4.4. Multicollinearity Test of Model II 

 
 OPEC BRENT EXP 
    
    OPEC  1.000000  0.782851  0.208020 
BRENT  0.782851  1.000000  0.268171 
EXP  0.208020  0.268171  1.000000 
 

 
From the table 4.4., it is showed that there is not any multicollinearity in the equation. There was 
not correlation among independent variables. This is because the value of the correlation matrix of 
all independent variables is less than 0.8 or 80%. It shown that Model I was feasible to use for the 
research because there was not multicollinearity problem among independent variables. 

 
Autocorrelation Test 
To know the autocorrelation problem, Breusch-Godfrey autocorrelation test was conducted and the 
result was shown in table 4.5. 

 
Table 4.5. Autocorrelation Test of Model II 

 
Breusch-Godfrey Serial Correlation LM Test:  
     
     F-statistic 0.305224     Prob. F(2,113) 0.7376 
Obs*R-squared 0.639407     Prob. Chi-Square(2) 0.7264 
     
      

With the sample size = 120, α = 0.05 and the number of independent variables = 3, the 
autocorrelation test showed that there was no autocorrelation. It was proven by the probability chi 
square. Probability chi square was 0.7264. The probability was higher than 0.05 which meant that 
there was no autocorrelation on the data. 

0

2

4

6

8

10

-0.375 -0.250 -0.125 0.000 0.125 0.250

Series: Residuals
Sample 2004M01 2013M12
Observations 120

Mean       1.41e-16
Median   0.001915
Maximum  0.332520
Minimum -0.372778
Std. Dev.   0.160288
Skewness  -0.072250
Kurtosis   2.349466

Jarque-Bera  2.220374
Probability  0.329497



The 5th Business, Economics and Communications International Conference, 2015 

485
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Classical Assumption Test for Model I 

Multicollinearity Test 
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To know the autocorrelation problem, Breusch-Godfrey autocorrelation test was conducted and the 
result was shown in table 4.5. 

 
Table 4.5. Autocorrelation Test of Model II 

 
Breusch-Godfrey Serial Correlation LM Test:  
     
     F-statistic 0.305224     Prob. F(2,113) 0.7376 
Obs*R-squared 0.639407     Prob. Chi-Square(2) 0.7264 
     
      

With the sample size = 120, α = 0.05 and the number of independent variables = 3, the 
autocorrelation test showed that there was no autocorrelation. It was proven by the probability chi 
square. Probability chi square was 0.7264. The probability was higher than 0.05 which meant that 
there was no autocorrelation on the data. 
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Heteroscedasticity Test 
In this research, author conducted White test to analyze the heteroscedasticity among the variables 
using EViews 6 software. The result has been shown on the table 4.6. 

 
Table 4.6. Heteroscedasticity Test of Model II 

 
Heteroskedasticity Test: White  
     
     F-statistic 2.439813     Prob. F(3,116) 0.0679 
Obs*R-squared 7.122419     Prob. Chi-Square(3) 0.0681 
Scaled explained SS 5.410959     Prob. Chi-Square(3) 0.1441 
     
      

Based on the table 4.6., it can be found that the value of probability chi square which laid off in a 
row with obs*R-squared was 0.0681. The probability chi square referred the heteroscedasticity. The 
probability chi square was more than 0.05 which meant that there was no heteroscedasticity among 
the data. 

 
Normality Test 
The normality test was conducted with Jarque-Bera test through EViews 6 software and the result 
obtained on the figure 4.2. 

 
Figure 4.2. Normality Test of Model II 

 
Figure 4.2. presented the mean, median, maximum, minimum, standard deviation, skewnesss, 
kurtosis, value of Jarque-Bera, and probability. The normality test based on Jarque-Bera test 
required normal curve where the probability value was 0.445187, which was more than 0.05 as the 
degree of freedom. Therefore, it can be concluded the data was distributed normally since it passed 
the Jarque-Bera normality test. 

 
The entire four classical assumption tests had been done and the result shown that the data passed 
the classical assumption test. So, the result of this estimation Model II can be called Best Linear 
Unbiased Estimation or BLUE. 
 

4.2. Analysis of Autoregressive Conditional Heteroscedasticity/ Generalized Autoregressive Conditional 
Heteroscedasticity (ARCH/ GARCH) 
 

The ARCH/ GARCH method has been done to analyze the relationship between independent variables to 
dependent variable. Several lags have been tried in order to know the highest Adjusted R squared value. The 
lags that have been tested are GARCH (1,1), GARCH (1,2), GARCH (1,3), GARCH (2,1), GARCH (2,2), 
GARCH (2,3), GARCH (3,1), GARCH (3,2), and GARCH (3,3) based on Gujarati (2009). The reason why the 
author seek the highest Adjusted R squared is to find the most significant factor which affect to dependent 
factor. To examine the relationship of WTI crude oil price, OPEC crude oil price and Indonesia export value to 
Jakarta Composite Index, author conducted ARCH/ GARCH method. 
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Table 4.7. ARCH/ GARCH result of Model I 

Estimated Variance JCI 
GARCH (2,1) 

Components Adjusted R2 

MODEL I   
WTI 

(Std. Error) 
0.0000 *** 

(0.161208) 

0.916439 
OPEC 

(Std. Error) 
0.0000 *** 
(0.173666) 

Export 
(Std. Error) 

0.0000 *** 
(0.101181) 

   
 

*significance at level 10% 
**significance at level 5% 
***significance at level 1% 

 
The table 4.7. shows the result of the calculation on GARCH (2,1). Model I got the significant result on standard 
error lag 2 and variance lag 1. The calculation on table 4.12. shows that the significance level of the independent 
variables to the dependent variable was high. It was significance at level 0.01. It means that the independent 
variables give very significant effect to dependent variable, JCI. The adjusted R squared of the equation is also 
high which is 0.916439 or 91.64%, it means that all the independent variables give high significant effect to 
dependent variables. 
 
To examine the relationship of Brent crude oil price, OPEC crude oil price and Indonesia export value to Jakarta 
Composite Index, author conducted ARCH/ GARCH method. 

Table 4.8. ARCH/ GARCH result of Model II 

Estimated Variance JCI 
GARCH (3,1) 

Components Adjusted R2 

MODEL II   
Brent 

(Std. Error) 
0.0002*** 
(0.343269) 

0.915998 
OPEC 

(Std. Error) 
0.0000 *** 
(0.356382) 

Export 
(Std. Error) 

0.0000 *** 
(0.117471) 

 
*significance at level 10% 
**significance at level 5% 
***significance at level 1% 
 

The table 4.8. shows the result of the calculation on GARCH (3,1). Model I got the significant result on standard 
error lag 3 and variance lag 1. The calculation on table 4.12. shows that the significance level of the independent 
variables to the dependent variable was high. It was significance at level 0.01. It means that the independent 
variables give very significant effect to dependent variable, JCI. The adjusted R squared of the equation is also 
high which is 0.915998 or 91.59%, it means that all the independent variables give high significant effect to 
dependent variables. 

 

5. Conclusion 
 

5. 1. Conclusion 

This study attempted to examine the dynamics of the relationship between world crude oil prices and Indonesian 
stock market within the period from January 1, 2004 to December 31, 2013. Data of crude oil prices were taken 
from the monthly price of WTI crude oil, Brent crude oil, and OPEC crude oil. Monthly data of the prices of 



The 5th Business, Economics and Communications International Conference, 2015 

487

 
Heteroscedasticity Test 
In this research, author conducted White test to analyze the heteroscedasticity among the variables 
using EViews 6 software. The result has been shown on the table 4.6. 

 
Table 4.6. Heteroscedasticity Test of Model II 

 
Heteroskedasticity Test: White  
     
     F-statistic 2.439813     Prob. F(3,116) 0.0679 
Obs*R-squared 7.122419     Prob. Chi-Square(3) 0.0681 
Scaled explained SS 5.410959     Prob. Chi-Square(3) 0.1441 
     
      

Based on the table 4.6., it can be found that the value of probability chi square which laid off in a 
row with obs*R-squared was 0.0681. The probability chi square referred the heteroscedasticity. The 
probability chi square was more than 0.05 which meant that there was no heteroscedasticity among 
the data. 

 
Normality Test 
The normality test was conducted with Jarque-Bera test through EViews 6 software and the result 
obtained on the figure 4.2. 

 
Figure 4.2. Normality Test of Model II 

 
Figure 4.2. presented the mean, median, maximum, minimum, standard deviation, skewnesss, 
kurtosis, value of Jarque-Bera, and probability. The normality test based on Jarque-Bera test 
required normal curve where the probability value was 0.445187, which was more than 0.05 as the 
degree of freedom. Therefore, it can be concluded the data was distributed normally since it passed 
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Unbiased Estimation or BLUE. 
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GARCH (2,3), GARCH (3,1), GARCH (3,2), and GARCH (3,3) based on Gujarati (2009). The reason why the 
author seek the highest Adjusted R squared is to find the most significant factor which affect to dependent 
factor. To examine the relationship of WTI crude oil price, OPEC crude oil price and Indonesia export value to 
Jakarta Composite Index, author conducted ARCH/ GARCH method. 
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The table 4.7. shows the result of the calculation on GARCH (2,1). Model I got the significant result on standard 
error lag 2 and variance lag 1. The calculation on table 4.12. shows that the significance level of the independent 
variables to the dependent variable was high. It was significance at level 0.01. It means that the independent 
variables give very significant effect to dependent variable, JCI. The adjusted R squared of the equation is also 
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The table 4.8. shows the result of the calculation on GARCH (3,1). Model I got the significant result on standard 
error lag 3 and variance lag 1. The calculation on table 4.12. shows that the significance level of the independent 
variables to the dependent variable was high. It was significance at level 0.01. It means that the independent 
variables give very significant effect to dependent variable, JCI. The adjusted R squared of the equation is also 
high which is 0.915998 or 91.59%, it means that all the independent variables give high significant effect to 
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5. Conclusion 
 

5. 1. Conclusion 

This study attempted to examine the dynamics of the relationship between world crude oil prices and Indonesian 
stock market within the period from January 1, 2004 to December 31, 2013. Data of crude oil prices were taken 
from the monthly price of WTI crude oil, Brent crude oil, and OPEC crude oil. Monthly data of the prices of 
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composite stock were used as the indicator of Indonesian stock market. The Autoregressive Conditional 
Heteroscedasticity/ Generalized Autoregressive Conditional Heteroscedasticity was employed to examine the 
relationship. Model I used WTI as the distinguishing independent variable, whereas the Model II used Brent. 
Based on the data analysis and discussion which have been told in chapter IV, it can be concluded that WTI 
crude oil price give more effect than Brent crude oil price to Jakarta Composite Index. The result of the ARCH/ 
GARCH also shows that the trends of world crude oil prices, export value, and stock price index were highly 
related in the period of 2004-2013.  

Overall, the test results show that there was a significant relationship from WTI crude oil prices, OPEC crude 
oil, and export value to Jakarta Composite Index. This relationship was positive in that if the price of WTI crude 
oil, price of OPEC crude oil, and export value increased, then the stock price index also increased and vice 
versa.  

 
5. 2. Recommendation 
 
This finding is in the need for Indonesian government to be considered in their economic policy, as well as for 
investors to manage their investment portfolio. This research study used historical monthly data and performed 
ARCH/ GARCH method. Future research can consider to use other independent variables with daily data and 
using another method which can perform better analysis. The benefits of the research are beneficial to investors 
and others, such as: 
a. Investors or risk managers may diversify their portfolios by including Jakarta Composite Index stocks in 

their portfolios. 
b. Investors evaluate their alternatives in an effort to diversify their stock market portfolios using other 

financial instruments or other investment assets. 
c. Investors can decide how a particular stock market index will change if oil and gas company stocks are not 

included. 
d. Financial managers will have to take into account the macroeconomic consequences of shifts in oil prices 

besides focusing on varying cost and profit levels due to changes in oil prices. 
e. Investors would then be able to build profitable and accurate speculation and arbitrage strategies, and 

diversify their portfolios based on our findings that allow a better understanding of the interaction. 
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APPENDIX 

 

GARCH (2,1) Model I 

Dependent Variable: IHSG   
Method: ML - ARCH (Marquardt) - Normal distribution 
Date: 06/12/15   Time: 15:01   

Sample: 2004M01 2013M12   
Included observations: 120   
Convergence achieved after 16 iterations  
Presample variance: backcast (parameter = 0.7) 
GARCH = C(5) + C(6)*RESID(-1)^2 + C(7)*RESID(-2)^2 + C(8)*GARCH(-1) 

     
     Variable Coefficient Std. Error z-Statistic Prob.   
     
     EXP 1.080935 0.101181 10.68313 0.0000 

OPEC 1.084861 0.173666 6.246831 0.0000 
WTI -0.843550 0.161208 -5.232679 0.0000 

C -18.30890 1.992112 -9.190698 0.0000 
     
      Variance Equation   
     
     C 0.005382 0.004454 1.208557 0.2268 

RESID(-1)^2 0.652752 0.292077 2.234862 0.0254 
RESID(-2)^2 -0.520282 0.154821 -3.360549 0.0008 
GARCH(-1) 0.653214 0.280402 2.329558 0.0198 

     
     R-squared 0.921355     Mean dependent var 7.683677 

Adjusted R-squared 0.916439     S.D. dependent var 0.573097 
S.E. of regression 0.165664     Akaike info criterion -0.935494 
Sum squared resid 3.073795     Schwarz criterion -0.749661 
Log likelihood 64.12962     Hannan-Quinn criter. -0.860026 
F-statistic 187.4453     Durbin-Watson stat 0.473848 
Prob(F-statistic) 0.000000    

     
      

 

GARCH (3,1) Model II 

 

Dependent Variable: IHSG   
Method: ML - ARCH (Marquardt) - Normal distribution 
Date: 06/17/15   Time: 14:18   
Sample: 2004M01 2013M12   
Included observations: 120   
Convergence achieved after 51 iterations  
Presample variance: backcast (parameter = 0.7) 
GARCH = C(5) + C(6)*RESID(-1)^2 + C(7)*RESID(-2)^2 + C(8)*RESID(-3)^2 
        + C(9)*GARCH(-1)   

     
     Variable Coefficient Std. Error z-Statistic Prob.   
     
     BRENT -1.273631 0.343269 -3.710303 0.0002 

EXP 1.269835 0.117471 10.80976 0.0000 
OPEC 1.492601 0.356382 4.188207 0.0000 

C -22.52293 2.293546 -9.820135 0.0000 
     
      Variance Equation   
     
     C 0.002178 0.002327 0.935703 0.3494 

RESID(-1)^2 0.258781 0.232209 1.114432 0.2651 
RESID(-2)^2 0.027577 0.348395 0.079156 0.9369 
RESID(-3)^2 -0.271088 0.202257 -1.340318 0.1801 
GARCH(-1) 0.896057 0.154478 5.800549 0.0000 

     
     



The 5th Business, Economics and Communications International Conference, 2015 

489
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R-squared 0.921646     Mean dependent var 7.683677 
Adjusted R-squared 0.915998     S.D. dependent var 0.573097 
S.E. of regression 0.166101     Akaike info criterion -0.849435 
Sum squared resid 3.062428     Schwarz criterion -0.640373 
Log likelihood 59.96608     Hannan-Quinn criter. -0.764534 
F-statistic 163.2051     Durbin-Watson stat 0.658938 
Prob(F-statistic) 0.000000    
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ABSTRACT 

The propose of this study is to examine the effects of trust, customer satisfaction and 
attitude towards the website on customers’ revisit intentions and repurchase intentions 
towards Jingdong’s online shopping.  The research model was tested with data from 420 of 
Jingdong’s customers in Nanjing, China. The author tested the hypotheses through simple 
regression analysis and multiple regression analysis based on the survey. Data were 
collected using convenience approach.  Data collected from 420 valid respondents 
provided support for all hypotheses. The results show that trust, customer satisfaction and 
attitude towards the website have positive impacts on revisit intention and repurchase 
intention. Trust was positively related to customer satisfaction and attitude towards the 
website. 

This research suggests that online vendors should invest in methods that strengthen trust, 
customer satisfaction and attitude towards the website such as Jingdong should make an 
appropriate introduction of products and Jingdong should differentiate their products and 
services from other online business companies.  

Keywords Online shopping, Trust, Customer satisfaction, Attitude towards website, 
Revisit intention, Repurchase intention, China  

 

1. INTRODUCTION 

E-commence are playing a more and more important role in today’s world of business. 
China is potentially the biggest market for virtual goods and e-commerce is no exception. 
E-commence give opportunities to companies if they pay close attention to the quickly 
evolving marketplace. In the year 2014, China’s e-commerce sales totaled RMB 2.8 trillion. 
The figure is expected to grow at a rate of 27 percent per year in the coming years 
(http://www.chinabgao.com/stat/stats/40801.html, accessed on 16/05/2015). 

Revisit intention and repurchase intention are two important consumer behaviors in the 
context of online business. The low cost of e-commerce gives both business and consumers 
a new and powerful channel for information and communication. On the business side, the 
internet is changing the way retailers present, advertise, sell and communicate with 
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regression analysis and multiple regression analysis based on the survey. Data were 
collected using convenience approach.  Data collected from 420 valid respondents 
provided support for all hypotheses. The results show that trust, customer satisfaction and 
attitude towards the website have positive impacts on revisit intention and repurchase 
intention. Trust was positively related to customer satisfaction and attitude towards the 
website. 

This research suggests that online vendors should invest in methods that strengthen trust, 
customer satisfaction and attitude towards the website such as Jingdong should make an 
appropriate introduction of products and Jingdong should differentiate their products and 
services from other online business companies.  

Keywords Online shopping, Trust, Customer satisfaction, Attitude towards website, 
Revisit intention, Repurchase intention, China  

 

1. INTRODUCTION 

E-commence are playing a more and more important role in today’s world of business. 
China is potentially the biggest market for virtual goods and e-commerce is no exception. 
E-commence give opportunities to companies if they pay close attention to the quickly 
evolving marketplace. In the year 2014, China’s e-commerce sales totaled RMB 2.8 trillion. 
The figure is expected to grow at a rate of 27 percent per year in the coming years 
(http://www.chinabgao.com/stat/stats/40801.html, accessed on 16/05/2015). 

Revisit intention and repurchase intention are two important consumer behaviors in the 
context of online business. The low cost of e-commerce gives both business and consumers 
a new and powerful channel for information and communication. On the business side, the 
internet is changing the way retailers present, advertise, sell and communicate with 
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customers. It also offers a wider marketplace for retailers. On the side of customers, 
internet allows them to get more information of the product without spending a lot of time. 
And they are able to compare the available products and get the best price through the 
internet. Shopping online avoids battling crowds, standing in long check bill lines and 
fighting for parking spaces at a busy mall (Ahmed et al., 2010). It is stated that only a small 
number of website visitors (about 1%) make purchases on websites (Gupta and Kim, 2007). 
It is very important to retaining customers to maintain and improve the profitability of 
online shops. Retaining customers is important in any business, not only because 
repeat-customers purchase more, but also it costs less to retain them than create new 
customers (Ahmed et al., 2010).It is also supported by Fenn (2010) that attracting new 
customers is much more expensive than retaining an existing one. It cost five to ten times 
more to make a new customer than retain an existing customer. Further, Fenn (2010) also 
stated that the average purchase of a repeat customer is 67 percent more than a new 
customer. Online customer retention is a successful element in online business (Chiu et al., 
2009).Thus, it is very crucial for online shop vendors and the website to find the factors that 
could motivate customers to keep using the website for purchasing goods.  

Based on many previous researches, there are many factors that affect online revisit 
intention and online repurchase intention, such as trust, attitude towards website and 
customer satisfaction.According to Fang et al. (2010), trust, net benefit, and satisfaction are 
significant positive predictors of a customer’s repurchase intention toward online shopping 
which means the more trust, net benefit, and satisfaction customers have, the more they are 
willing to use the website for purchasing again in the future. Kuo et al. (2012) also stated 
that, satisfaction is a very important motivation which drives consumers to purchase goods 
again and again. Furthermore, Min (2007) found that trust and satisfaction are also 
identified as two motivators of behavioral intention towards continuous use of online 
shopping. Also, Amin (2007) observed that, attitude directly affects online behavioral 
intentions. Ramayah et al. (2009) explained that attitude (perceived usefulness and 
perceived ease of use) has a direct positive relationship towards online trade behavioral 
intention in terms of repurchase intention and revisit intention. In addition, Mohamed’s et 
al. (2014) research moves beyond online shopping intentions and includes factors affecting 
online shopping continuance. They found that satisfaction significantly affects online 
shopping continuance intention. Moreover, the findings of Lin and Lekhawipat (2013) 
show that satisfaction is a vital factor of online repurchase intention.  

In the past few years, sales of online shopping industry have been growing rapidly, along 
with various and different needs of consumers. Recent data reveal that China had 649 
million internet users at the end of the year 2014. The number increased by 31.17 million 
compared with the previous year (CNNIC, 2015). Among them, 361.42 million users shop 
on the internet, compared to 301.89 million the previous year 2013 (CNNIC, 2015). This 
rapid growth represents opportunities as well as challenges for both domestic and 
international marketers operating in the e-commerce market. Thus, it is crucial for 
e-marketers to understand the factors which drive Chinese consumers to shop on the 
internet in order to design the strategies for the company to expand its market on the 

internet.  

As customers all know, there is a large amount of research studying consumers’ online 
behavior in the western context. Less is known in other parts of the world (Stafford et al., 
2004). Relatively few empirical studies have been carried out in the Chinese context. But 
compared with the huge online market in China, more research needs to be done in order to 
find the major factors that influence consumers’ online shopping revisit and repurchase 
intentions. Thus, in this study, trust, customer satisfaction and attitude towards website are 
emphasized by the researcher to study their effect on revisit intention and repurchase 
intention towards Jingdong online shopping, which is based in China. 

This research has been conducted using a questionnaire as a research instrument to study 
the relationship of various factors which are related to online revisit intention and 
repurchase intention. Moreover, this research will mainly present the analysis of data on 
how to build trust among customers. Furthermore, the data can also be utilized to show how 
to satisfy online customers and how to build a positive attitude towards websites to improve 
the revisit and repurchase intentions. Additionally, the online firms can utilize the 
information and results of this study to develop strategies to improve their service to 
customers, thereby giving the opportunity to make their businesses successful. 

The remainder of this article proceeds as follows: the researcher offers a review of existing 
literature, and then detail proposed integrative theoretical research framework and 
developed relevant hypotheses followed by the research methodology. Finally, discussion 
of findings and recommendations, limitations and direction for future research are 
presented.  

 

2. LITERATURE REVIEW 

Revisit intention 

Repurchase intention can be defined as the situation of consumers’ (those had purchased at 
least one time on the internet) hoping to make purchases again (Koppius et al., 2005). 
Similarly, repeat-purchase intention is the degree of the willingness of customers who want 
to purchase the same product or services again. It is a simple and observable predictor of 
future purchasing behavior (Lin and Liang, 2011; Jones and Sasser, 1995; Seiders et al., 
2005). Additionally, the online purchase intention presents the willingness of individual 
customers to continue to repurchase on the internet (Chen et al., 2010) and defined as a 
status of which consumers want to make a purchase via the internet (Pavlou, 2003). 
Repurchase intention is the subjective probability of an experienced customer will continue 
the behavior of purchasing a product from the same online store (Chiu et al., 2012) or 
purchasing product/service again from the same provider (Hellier et al., 2003). 

Repurchase intention 

Repurchase intention can be defined as the situation of consumers’ (those had purchased at 
least one time on the internet) hoping to make purchases again (Koppius et al., 2005). 
Similarly, repeat-purchase intention is the degree of the willingness of customers who want 
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to purchase the same product or services again. It is a simple and observable predictor of 
future purchasing behavior (Lin and Liang, 2011; Jones and Sasser, 1995; Seiders et al., 
2005). Additionally, the online purchase intention presents the willingness of individual 
customers to continue to repurchase on the internet (Chen et al., 2010) and defined as a 
status of which consumers want to make a purchase via the internet (Pavlou, 2003). 
Repurchase intention is the subjective probability of an experienced customer will continue 
the behavior of purchasing a product from the same online store (Chiu et al., 2012) or 
purchasing product/service again from the same provider (Hellier et al., 2003). 

Trust 

Trust relationship is widely studied as one of the most important factors for many 
successful companies and organizations in the business field (McAllister, 1995).The 
benefit to the companies of having a trust relationship with customers is that it helps 
increase the flexibility and efficiency by reducing transaction costs, and helps the 
marketers to design marketing plan and strategies more accurately (Chen and Dhillon, 2003; 
Dyer, 1997; Gambetta, 2000; Nooteboom, 2003; Zaheer et al.,1998). Trust is a belief that 
one party can rely on the promise given by another party. It also helps these two parties to 
develop and maintain a relationship. Trust can be also defined as the willingness of a trustor 
to be assailable to the action from a trustee; it is represented by trustor’s actions taken in 
spite of perceived risks, uncertainty, and vulnerability (Jevons and Gabbott, 2000).Trust is 
the customer’s willingness to rely on a service provider’s competence and reliability 
(Kimery and McCard, 2002). Rousseau et al.(1998; see also Mayer et al., 1995; Schlosser 
et al., 2006) suggested that trust includes both trustworthiness(the reason of behavior) and 
behavior based on trustworthiness. 

Customer satisfaction 

Prior to now, various marketing scholars gave the definitions of satisfaction (Giese and 
Cote, 2000). As they stated, customer satisfaction is the customer’s perceived degree of 
content with the consideration of his or her previous purchase experience with a specific 
e-commerce company (Anderson and Srinivasan, 2003; Boyer and Hult, 2006; Kim and 
Stoe, 2004). Additionally, Customer satisfaction is the comparison between the expectation 
of pre-purchase and performance received after purchasing (Oliver, 1980; Zeithaml et al., 
1993).Similarly, satisfaction is an evaluation of the customers’ contentment of the 
experience with the brand (Giese and Cote, 2002). Moreover, individual satisfaction is the 
contentment measurement that measures a consumer’s happiness with the experience of 
shopping (Chen and Li, 2007) and it is positively related to the future intention with its 
impact on attitude in both a direct and indirect way (Oliver, 1980). 

Attitude towards website 

Attitude towards an object refers to the degree to which a person has a positive or negative 
evaluation of the object of the question (Grandom and Mykytyn, 2004). There are more 
than one hundred definitions of the term Attitude (Heath and Gaeth, 1994). Zajonc and 
Markus (1982) consider consumer attitudes as the summary which represents overall 
feelings towards a person, object or issue. Heath and Gaeth (1994) defined attitude as a 

general and sustained evaluation, positively or negatively of a person, object or issue. 
Eagly and Chaiken(1993) gave the definition of customer attitude as a psychological 
predisposition that is shown by assessing a particular object with a different degree of favor 
or disfavor. According to Ha et al. (2008), customer attitude toward website is the 
customer’s overall feeling towards a particular website with some degree of favor. 
Additionally, attitude toward the website has been defined as the tendency of an individual 
to react in a pleasant or unpleasant manner to websites (Chen and Wells, 1999). Bruner and 
Kumar (2002) defined customer’s attitude towards the website as a customer’s perspective 
of the website in his or her consistent manner. According to Wu (1999), the definition of 
attitude toward website is an evaluative dimension of website which generated from three 
kinds of information named cognitive information, affective information and behavioral 
information. Chen and Well (1999) defined attitude toward website as the response of 
favourably or unfavourably to the content of the website in the situation of natural exposure 
(Lee et al., 2006). 

 

3. CONCEPTUAL FRAMEWORK AND HYPOTHESES 

The purpose of this research is to study the factors related to customers’ revisit intention 
and repurchase intention of online shopping behavior towards Jingdong’s online shopping 
in China. The factors are trust, customer satisfaction, and attitude towards website. The 
model describes variables of the study. According to the previous studies and models 
related to this topic, the researcher modified the conceptual framework is shown in Figure 
1. 

 

Figure 1: Conceptual Framework 
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3.1 The effect of trust on customer satisfaction 

From the very beginning, trust has been identified as a very important element to build up 
customer satisfaction. According to Fang et al. (2010), who studied about understanding 
customers’ satisfaction and repurchase intentions, trust has a strong effect on customer 
satisfaction. Lin and Wang (2006) wrote that trust plays a key role in driving customer 
satisfaction. According to Chiou (2004), customers who have trust present a higher level of 
satisfaction with online shopping than those who do not have trust in online shopping. Thus, 
trust may predict satisfaction in the case of online shopping (Chiu et al., 2009). According 
to Tax et al. (1998) who studied about the influence of satisfaction, trust and switching 
barriers on customer retention in a continuous purchasing setting, trust is a consequence of 
satisfaction with complaint solving. Therefore, the researcher proposed the following 
hypothesis: 

H1o. Trust is not influenced on customer satisfaction. 

H1a. Trust is influenced on customer satisfaction. 

3.2 The effect of trust on attitude towards website 

As indicated by Grazioli and Jarvenpaa (2000), trust can improve customer satisfaction 
toward shopping in that store. Gefen (2000) found out that trust has an effect on customer 
attitudes toward buying goods from an online store and encourages online customers 
purchasing activity. Studies also found that trust has a positive effect on attitudes towards 
websites (Donthu, 2001; Elliott and Speck, 2005) which means the higher level of trust to 
the website leads to the customers’ more positive attitudes towards the website. Thus, the 
researcher proposed the following hypothesis: 

H2o. Trust is not influenced on attitudes towards website. 

H2a. Trust is influenced on attitudes towards website. 

3.3 The effect of trust on revisit intention 

Liao and King (2013) demonstrated that trust needs to be maintained in online business as it 
has a significant effect on customer retention, especially when meeting unhappy situation 
such as service failure. Furthermore, Gefen et al.(2003) studied trust in a B2C e-shopping 
context and they found out that trust motivates a consumer’s intention to use a website, 
which means that trust positively affects customers’ revisit intention to the website. It is 
because trust helps customers get over perceptions of uncertainty and rest, it significantly 
affect customer revisit intention (McKnight et al., 2002). Thus, the researcher proposed the 
following hypothesis: 

H3o.Trust is not influenced on revisit intention. 

H3a. Trust is influenced on revisit intention. 

3.4 The effect of trust onrepurchase intention 

According to Ajzen (1991), trust creates a positive feeling towards online shops that 
increases a customer’s purchase intention to the online vendor and makes customers feel 

like to purchase again. Gefenet al. (2003) stated that online customers will not purchase or 
repurchase from an online shop which they do not trust. Lack of trust reduces the 
probability of customers to be involved in online shopping, because they are not willing to 
deal with a company which they do not trust in. Moreover, several studies argued that in an 
online shopping environment, trust and satisfaction are the most important factors which 
affect customers’ repeat-purchase intention from the vendor. Trust plays a very important 
role in the transactions after the customer decides to purchase online (Grabner-Kraeuter, 
2002). Thus, the researcher proposed the following hypothesis: 

H4o. Trust is not influenced on repurchase intention. 

H4a. Trust is influenced on repurchase intention. 

3.5 The effect of customer satisfaction and attitude towards website on revisit 
intention 

The higher customer satisfaction is towards the overall experience provided by the website, 
the higher the possibility they will revisit to the website (Flores, 2004; Hong and Kim, 
2004). Methlie and Nysveen (1999) indicated that customer satisfaction with a website is 
not only related to the attitude towards the website, but also has a direct influence on user 
intended behavior such as website revisit intention. Satisfaction is positively related to 
future website revisit intention (Oliver, 1980). According to Ajzen and Fishbein (1980), 
individual’s attitude positively affects his or her behavioral intention including revisit 
intention to the websites. Similarly, Hsu and Lin (2008) found that creating a positive 
attitude towards websites forms a positive influence on the revisit intention towards this 
website. Thus, the researcher proposed the following hypothesis: 

H5o.Customer satisfaction and attitude towards website are not influenced on revisit 
intention. 

H5a. Customer satisfaction and attitude towards website are influenced on revisit 
intention. 

3.6 The effect of customer satisfaction and attitude towards website on repurchase 
intention 

In the company’s point of view, customer satisfaction is a fundamental factor of the 
company’s profit via purchasing program (Lin and Lekhawipat, 2013). In the context of 
online business, customer satisfaction is one of the vital keys, positively affecting the 
customer retention rate and helps long-term growth of online business (Chen et al., 
2012).More studies highlight that customers’ attitude towards website has influence to the 
intention to shop online again (Monsuwe et al., 2004; Van Noort et al., 2008). Thus, the 
researcher proposed the following hypothesis: 

H6o. Customer satisfaction and attitude towards website are not influenced on 
repurchase intention. 

H6a. Customer satisfaction and attitude towards website are influenced on repurchase 
intention. 
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4. RESEARCH METHODOLOGY 

This study is a descriptive research and the research methodology used in this study is a 
survey method.A self-administered questionnaire which designed in English and Chinese 
was distributed to the target populations which means the males and females who was 
studying for a Bachelor’s, Master’s or Doctor’s degree in Nanjing City, Jiang Su Province, 
China.The researcher collected 420 samples of primary data which were collected from the 
targeted populations. The researcher collected the questionnaires in three areas in Nanjing 
City where most of universities are located, which are Pukou area, Xianlin area, and 
Jiangning area. The summary of demographic factors of each variable is shown in Table 1.  
 

Table 1.The summary of demographic factors 
 

Variable Frequency (f) Percentage (%) 

Gender 

-Male 

-Female 

 

167 

253 

 

39.8 

60.2 

Age 

-18 or less 

-19-30 

-31-45 

-more than 45 

 

6 

359 

31 

24 

 

1.4 

85.5 

7.4 

5.7 

Current Education Status 

-Bachelor or below 

-Master 

-Doctor or above 

 

324 

59 

37 

 

77.1 

14.0 

8.8 

Monthly income 

-2,000 or less 

-2,001-4,000 

-4,001-6,000 

-6,001-8,000 

-more than 8,000 

 

58 

200 

93 

23 

46 

 

13.8 

47.6 

22.1 

5.5 

11.0 

Total 420 100 

Based on Table 1, the majority of respondents are females (60.2%) and most of them are 19 
to 30 years old. Also, the highest percentage of current education status is bachelor or 
below. Most of the respondents earned a monthly income of RMB 2,000 to RMB 4,000. 

There are two types of inferential statistics employed in this study, which are simple linear 
regression analysis and multiple regression analysis. The simple linear regression analysis 
tests the research hypotheses H1, H2, H3, and H4. And multiple regression analysis tests 
the research hypotheses H5, and H6. The summary of hypothesis testing is shown in Table 
2. 

 

Table 2: The summary of Hypothesis Testing 

 
Hypothesis  Statistical 

Treatment  

r-Values/Beta 

Coefficient 

Values 

Level of 

Significance  

Results  

H1o: Trust does not influence 

customer satisfaction  

Simple 

Linear 

Regression  

0.757 0.000 Reject 

H1o 

H2o: Trust does not influence 

attitudes towards websites  

Simple 

Linear 

Regression  

0.763 0.000 Reject 

H2o 

H3o: Trust does not influence 

revisit intention.  

Simple 

Linear 

Regression  

0.677 0.000 Reject 

H3o 

H4o: Trust does not influence 

repurchase intention  

Simple 

Linear 

Regression  

0.754 0.000 Reject 

H4o 

H5o: Customer satisfaction and 

attitude towards website do not 

influence revisit intention.  

-Customer satisfaction 

-Attitudes towards the website 

Multiple 

Linear 

Regression 

 

 

 

0.128 

0.697 

 

 

 

0.000 

0.000 

Reject 

H5o 

H6o: Customer satisfaction and 

attitude towards website do not 

influence repurchase intention.  

-Customer satisfaction 

-Attitude towards website 

Multiple 

Linear 

Regression 

 

 

 

0.261 

0.634 

 

 

 

.000 

.000 

Reject 

H6o 
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5. DISCUSSION OF FINDINGS AND RECOMMENDATIONS 

Based on the descriptive analysis of the demographic factors from 420 respondents 
collected from the survey by distributing the questionnaires, most of them were females 
aged of between 19 to 30 years old. Most of them were doing their bachelor’s degree, and 
were students with a monthly income from RMB 2,001 to RMB 4,000. From the overall 
analysis, the researcher can conclude that most of the student customers of Jingdong’s 
online shopping are young and have a certain amount of monthly income to support their 
university life. From the prospective of Jingdong’s online shopping, managers and 
marketers should consider being more courteous to this group of people. They need to 
focus on analyzing and trying to understand this group of customers’ needs, to make them 
more satisfied and keep a positive attitude from them in order to keep this group of 
customers.  

Students have the highest potential in terms of purchasing power as they are going to 
graduate and start to make money on their own, especially the students who have finished a 
bachelor’s degree, master’s degree or doctors’ degree will become the middle-high class in 
society in terms of purchasing power, income and social status. It is critical for business 
companies to keep the university students as their loyal customers for their long-term 
business development. Therefore, Jingdong’s online shopping should intensify more their 
marketing strategies targeting this potential group of customers in both traditional 
marketing and internet marketing, like social media. In the traditional ways of marketing, 
advertisements can be done via popular TV channels among students, such as Hunan 
Satellite TV and Mango TV.  

The marketers of Jingdong’s online shopping should pay more attention to internet market 
instead of traditional markets. According to the report of “The 35thStatistical report on the 
development of Chinese Internet Network Development”, the total number of internet users 
in China was 649 million, and 23.8% of them are students (by the end of December 2014). 
The researcher would like to recommend to Jingdong’s online shopping that social media 
should be the best way to spend their marketing budgets, such as celebrity websites, 
regional official Weibo pages (updating their product details, promotion plans and so on). 
Social media objectives are about engagement with customers and customer evangelism 
such as optimizing positive word of mouth and engaging conversations about a brand 
(Weinberg and Pehlivan, 2011). 

5.1 Trust and customer satisfaction 

Based on the result of hypotheses 1, the researcher found that trust is influenced on 
customer satisfaction. Due to some historical reason, it is more and more difficult to build 
trust among Chinese people. Based on Chinese culture, Chinese people do not believe 
things easily. But in this study, the researcher found that Jingdong got a high level of 
customer trust from their customers. One of the reasons people trust Jingdong is that, 
Jingdong is famous of their authenticity guarantee, which means all the products sold on 
Jingdong’s website are original. When customers buy from Jingdong’s online shopping, 
they don’t need to worry about the authenticity of the products. 

The first suggestion from this study is Jingdong must guide customers’ responses and 
feedback when they encounter any issue with the products or service, and help the 
customers to solve their problems and actively respond to the customers’ complaints and 
suggestions, in order to increase customer trust and customer satisfaction. 

5.2 Trust and attitude towards the website 

Based on the result of hypotheses 2, trust is influenced on attitudes towards websites. 
Jingdong is one of the most reliable companies among Chinese customers. At the same 
time, Jingdong is also doing very well in creating positive attitudes towards Jingdong’s 
online shopping. Celebrities enjoy huge followings by fans, so using them enables brand 
marketers’ messages to reach many people. CSR initiatives reflect their commitment 
towards society and create a positive lasting impact in the customers’ minds. Jingdong has 
initiated some of the CSR activities so as to become a responsible corporate citizen and 
give back to the community they serve. Some of the CSR activities of Jingdong are they 
helped and supported more than 1,000 students to the finance their studies in school, and 
they helped victims of many natural disasters that occurred in China. 

The second suggestion from this study is Jingdong should make an appropriate 
introduction of products to gain customer trust in order to improve the attitudes towards 
websites. As customers can’t see or touch the products they want to buy, but only can read 
the information that is provided by sellers. Thus, an appropriate introduction of the 
products is very important to approach the customers. 

5.3 Trust and revisit intention, repurchase intention  

Based on the result of hypotheses 3, trust is influenced on revisit intention. Most of 
customers in China trust in the Jingdong company. In China, people who trust Jingdong, 
would like to always know more about Jingdong’s products and Jingdong’s news. In this 
generation, people are used to using websites as a mean tool to learn more about what they 
are interested in and care about, such as updated news and the latest products.  

Based on the result from hypotheses 4, trust is influenced on repurchase intention. Based on 
a trustworthy relationship with customers, customer’s repurchase intention is increasing. 
Customers in China will never buy from the shops that cheated on customers. Customers 
trust in Jingdong, and Jingdong is giving a 100% guarantee on the quality of the products 
for which customers can gets refund in 7 days if they are not satisfied with the products.  

From the result of the descriptive analysis of the variables, Jingdong should keep providing 
recommendations by customers’ preferences (by using customers’ search history, and so on) 
and identify consumer motives at the website (Nadkarin and Gupta, 2007). Besides, 
Jingdong should keep their website updated with new products, and should make their 
website easy for customers to process in order to keep customers’ intentions to revisit and 
repurchase. 

5.4 Customer satisfaction, attitude towards the website and revisit intention 

Based on the result of hypotheses 5, customer satisfaction and attitude towards the website 
are influenced on revisit intention. Jingdong keeps customers satisfied with one team which 
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the information that is provided by sellers. Thus, an appropriate introduction of the 
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Based on the result of hypotheses 3, trust is influenced on revisit intention. Most of 
customers in China trust in the Jingdong company. In China, people who trust Jingdong, 
would like to always know more about Jingdong’s products and Jingdong’s news. In this 
generation, people are used to using websites as a mean tool to learn more about what they 
are interested in and care about, such as updated news and the latest products.  

Based on the result from hypotheses 4, trust is influenced on repurchase intention. Based on 
a trustworthy relationship with customers, customer’s repurchase intention is increasing. 
Customers in China will never buy from the shops that cheated on customers. Customers 
trust in Jingdong, and Jingdong is giving a 100% guarantee on the quality of the products 
for which customers can gets refund in 7 days if they are not satisfied with the products.  

From the result of the descriptive analysis of the variables, Jingdong should keep providing 
recommendations by customers’ preferences (by using customers’ search history, and so on) 
and identify consumer motives at the website (Nadkarin and Gupta, 2007). Besides, 
Jingdong should keep their website updated with new products, and should make their 
website easy for customers to process in order to keep customers’ intentions to revisit and 
repurchase. 

5.4 Customer satisfaction, attitude towards the website and revisit intention 

Based on the result of hypotheses 5, customer satisfaction and attitude towards the website 
are influenced on revisit intention. Jingdong keeps customers satisfied with one team which 



The 5th Business, Economics and Communications International Conference, 2015 
   

502

focuses on taking care of after sales service and another team which focuses taking care of 
customer comments. A good logistic service is one of the highlights of Jingdong’s online 
shopping which has contributed on customer satisfaction. Besides, Jingdong has done 
laudable CSR projects to build a positive attitude from the customers towards the website. 

Thus, one suggestion from this study is that Jingdong should improve consumer 
satisfaction with its pricing strategy, such as try to get the most competitive price and 
promote it to groups of students. Moreover, the managers should try to fulfill their 
customers in this matter to get them back to the website, such as offer updates, reliable and 
superior quality information, provide customized features to help customers when they 
seek information on the website, use joyful and bright colors in the website that lead to 
higher website satisfaction and results in a greater possibility of consumers revisiting and 
repurchasing from the website. 

5.5 Customer satisfaction, attitude towards the website and repurchase intention 

Customer satisfaction and attitudes towards the website are influenced on repurchase 
intention. In China, when customers feel more satisfied with an online shopping company, 
the intention to repurchase from the website is higher. The more positive attitude customers 
have, the intention to repurchase from the website is higher. Jingdong appoints one whole 
team to deal with the after sales service and customer comments. Jingdong also set up a 
logistic company to serve their customers. Thus, most of the customers are satisfied with 
Jingdong company. Positive attitudes from customers are formed from great Corporation 
Social Responsibility (CSR) projects such as helping students to finance their study. 
Jingdong have done well from the good image of their brand ambassadors such as Miss. 
Zhao Wei and Mr. Sun honglei. 

Thus, the last suggestion from this research for managers of Jingdong is to build a positive 
attitude towards website. Creating a positive attitude toward Jingdong’s website and build a 
consensus among their peers is one way to enhance the intention of revisit and repurchase 
(Limbu et al., 2012). This study suggest that Jingdong might effectively differentiate their 
products and service from other online business companies. The possible way to do that is 
to promote the unique service provided by Jingdong, such as genuine guarantee, Jingdong 
use their own logistic company which provide value added service: cash on delivery, 
delivery time guarantee, free refund in 7 days. 

 

6. LIMITATIONS AND FUTURE RESEARCH 

This study has some limitations and provides some suggestion for future researchers.The 
sample was drawn using convenience approach in one country. The sample did not consider 
different demographic groups. There might be other variables which may affect or have a 
great influence on revisit intention and repurchase intention, and thus findings cannot be 
generalized to other countries. Future studies should consider website design (Lee and Lin, 
2005) attitude towards internet (Castañeda et al., 2009), and so on.  

 

REFERENCES 
Ahmed, T., Ferdous, A., Biswas, S. K., and Sharif. F. (2010). Assessment of dissolution 

profile of Aceclofenac tablets available in Bangladesh. Stamford Journal of 
Pharmaceutical Sciences, 3(1), 1-3. 

Anderson, R. E., and Srinivasan, S. S., (2003). E-satisfaction and e-loyalty: a contingency 
framework. Psychology & Marketing, 20(2), 123-138. 

Ajzen, I. (1991). The theory of planned behavior. Organ, Behavior and Human Decision 
Processes, 50(2), 179-211. 

Amin, H. (2009). Internet banking adoption among young intellectuals. Journal of Internet 
Banking and Commerce, 12(3), 1-13. 

Boyer, K. K., and Hult, G. T. M. (2006). Customer behavioral intentions for online 
purchases: An examination of fulfillment method and customer experience level. 
Journal of Operations Management, 24 (1), 124-147. 

Chen, S. C., and Dhillon, G. S. (2003). Interpreting Dimensions of Consumer Trust in 
E-Commerce. Information Technology and Management, 4, 303-313. 

Chiu, C. M., Chang, C. C., Cheng, H. L.,and Fang, Y. H. (2009). Determinats of customer 
repurchase intention in online shopping. Online Information Review, 33(4), 
761-784. 

Dayal, S.,and Han, I. (2002). Effect of trust on customer acceptance of internet banking. 
Electronic Commerce Research and Applications, 1(3), 247-263. 

Dekimpe, M. G., Steenkamp, J.,and Mellens, M. (1997). Decline and variability in brand 
loyalty. International Journal of Research in Marketing, 14, 405-420. 

Doney, P. M.,and Cannon, J. H. (1997). An examination of the nature of trust in 
buyer-seller relationships. Journal of Marketing, 61(2), 35-51. 

Donthu, N. (2001). Does your web site measure up? Marketing Management, 10(4), 29-32. 
Elliott, M. T.,and Speck, P. S. (2005). Factors that affect attitude toward a retail web site. 

Journal of Marketing Theory and Pracitce, 13(1), 40-51. 
Fang, Y. H.,and Chiu, C. M. (2010). In justic we trust:exploring knowlege sharing 

continuance intention in virtual communities of pratice. Computers in Human 
Behavior, 26(2), 235-246. 

Gefen, D. (2000). E-commerce: the role of familiarity and trust. The international Journal 
of Management Science , 28(6), 725-737. 

Gefen, D., Karahanna, E.,and Straub, D. W. (2003). Trust TAM in online shopping: an 
integrated model. MIS Quarterly, 27(1), 51-90. 

Gefen, D., Karahanna, E.,and Straub, D. W. (2003). Trust TAM in online shpping: an 
integrated model. MIS Quarterly, 27(1), 51-90. 

Gounaris, S., Dimitriadis, S.,and Stathakopoulos, V. (2010). An examination of the effects 
of service quality and satisfaction on customers' behavioral intentions in 
e-shopping. Journal of Service Marketing, 24(2), 142-156. 

Grabner, K. S. (2002). The role of onsumers' trust in online-shopping. Journal of Business 
Ethics, 39(1), 43-50. 

Grazioli, S., Jarvenpaa, S. (2000). Perils of Internet fraud: an empirical investigation of 
deception and trust with experienced Internet consumers. IEEE Transactions on 



The 5th Business, Economics and Communications International Conference, 2015 

503

REFERENCES 
Ahmed, T., Ferdous, A., Biswas, S. K., and Sharif. F. (2010). Assessment of dissolution 

profile of Aceclofenac tablets available in Bangladesh. Stamford Journal of 
Pharmaceutical Sciences, 3(1), 1-3. 

Anderson, R. E., and Srinivasan, S. S., (2003). E-satisfaction and e-loyalty: a contingency 
framework. Psychology & Marketing, 20(2), 123-138. 

Ajzen, I. (1991). The theory of planned behavior. Organ, Behavior and Human Decision 
Processes, 50(2), 179-211. 

Amin, H. (2009). Internet banking adoption among young intellectuals. Journal of Internet 
Banking and Commerce, 12(3), 1-13. 

Boyer, K. K., and Hult, G. T. M. (2006). Customer behavioral intentions for online 
purchases: An examination of fulfillment method and customer experience level. 
Journal of Operations Management, 24 (1), 124-147. 

Chen, S. C., and Dhillon, G. S. (2003). Interpreting Dimensions of Consumer Trust in 
E-Commerce. Information Technology and Management, 4, 303-313. 

Chiu, C. M., Chang, C. C., Cheng, H. L.,and Fang, Y. H. (2009). Determinats of customer 
repurchase intention in online shopping. Online Information Review, 33(4), 
761-784. 

Dayal, S.,and Han, I. (2002). Effect of trust on customer acceptance of internet banking. 
Electronic Commerce Research and Applications, 1(3), 247-263. 

Dekimpe, M. G., Steenkamp, J.,and Mellens, M. (1997). Decline and variability in brand 
loyalty. International Journal of Research in Marketing, 14, 405-420. 

Doney, P. M.,and Cannon, J. H. (1997). An examination of the nature of trust in 
buyer-seller relationships. Journal of Marketing, 61(2), 35-51. 

Donthu, N. (2001). Does your web site measure up? Marketing Management, 10(4), 29-32. 
Elliott, M. T.,and Speck, P. S. (2005). Factors that affect attitude toward a retail web site. 

Journal of Marketing Theory and Pracitce, 13(1), 40-51. 
Fang, Y. H.,and Chiu, C. M. (2010). In justic we trust:exploring knowlege sharing 

continuance intention in virtual communities of pratice. Computers in Human 
Behavior, 26(2), 235-246. 

Gefen, D. (2000). E-commerce: the role of familiarity and trust. The international Journal 
of Management Science , 28(6), 725-737. 

Gefen, D., Karahanna, E.,and Straub, D. W. (2003). Trust TAM in online shopping: an 
integrated model. MIS Quarterly, 27(1), 51-90. 

Gefen, D., Karahanna, E.,and Straub, D. W. (2003). Trust TAM in online shpping: an 
integrated model. MIS Quarterly, 27(1), 51-90. 

Gounaris, S., Dimitriadis, S.,and Stathakopoulos, V. (2010). An examination of the effects 
of service quality and satisfaction on customers' behavioral intentions in 
e-shopping. Journal of Service Marketing, 24(2), 142-156. 

Grabner, K. S. (2002). The role of onsumers' trust in online-shopping. Journal of Business 
Ethics, 39(1), 43-50. 

Grazioli, S., Jarvenpaa, S. (2000). Perils of Internet fraud: an empirical investigation of 
deception and trust with experienced Internet consumers. IEEE Transactions on 



The 5th Business, Economics and Communications International Conference, 2015 
   

504

Systems, Man, and Cybernetics, 30 (4), 395–410. 
Greening, D. W., and Turban, D. W. (2000). Corporate social performance as a competitive 

advantage in attracting a quality workforce. Business and Society, 39(3), 254-280. 
Gupta, S., and Kim, H. W. (2007). The Moderating Effect of Transaction Experience on 

online Repurchase Decision-Calculus. International Journal of Electronic 
Commerce, 12(1), 127–158. 

Gupta, S., and Kim, H. W. (2010). Value-Driven Internet Shopping: The Mental 
Accounting Theory Perspective. Psychology and Marketing, 27(1), 13-35. 

Hausman, A. V.,and Siekpe, J. S. (2009). The effect of web interface features on consumer 
online purchase intentions. Journal of Business Research, 62(1), 5-13. 

Hellier, P. K., Geursen, G. M., Carr, R. A.,and Rickard, J. A. (2003). Customer repurchase 
intention: A general structural equation model. European Journal, 37(11), 
1762-1800. 

Hsiao, K. L., Lin, J. C.C., Wang, X. Y., Lu, H. P.,and Yu, H. (2010). Antecedents and 
consequences of trust in online product recommendations: an empirical study in 
social shopping. Online Information Review, 34(6), 935-953. 

Jiang, Z., and Benbasat, I. (2007). The effects of presentation methods and task complexity 
on online consumers' product understanding. MIS Quarterly, 31 (3), 475-500. 

Jarvenpaa, S. L., Tractinsky, N.,and Vitale, M. (2000). Consumer trust in an internet store. 
Information Technology and Management, 1(1), 45-72. 

Jeananne, N., Kurt, S., Dean, M., Norman, S.,and Steven, C. (2013). Attitude toward the 
websites scale development in professional sprots: a research note. Sport, 
Business and Management, 3(2), 118-126. 

Jeuland, A. D. (1979). Brand choice inertia as one aspect of the notion of brand loyalty. 
Management Science, 25(7), 671-682. 

Johnson, T. J.,and Kaye, B. K. (2009). In blog we trust? Deciphering credibility of 
components of the internet among politically intreseted internet users. Computers 
in Behavior, 25(1), 175-182. 

Jones, M. A., Reynolds, K. E.,and Arnold, M. J. (2006). Hedonic and utilitarian shopping 
value: investigating differential effects on retail outcomes. Journal of Business 
Research, 59(9), 974-981. 

Karson, E. J.,and Fisher, R. J. (2005). Reexamining and extending the dual mediation 
hypothesis in an on-line advertising context. Psychology and Marketing, 22(4), 
333-351. 

Katson, E. J.,and Fisher, R. J. (2005). Predicting intentions to return to the website: 
extending the dual mediation hyoothesis. Journal of Interactive Marketing, 19(3), 
2-14. 

Keng, C. J.,and Ting, H. Y. (2002). The acceptance of blogs: using a customer experiential 
value perspective. Journal of Information Technology Theory and Application, 
19(5), 64-82. 

Kimery, K. M.,and McCard, M. (2002). Third-party assurances: mapping the road to trust 
in e-retailing. Journal of Information Technology Theory and Application, 4(2), 
63-82. 

Koppius, O., Speelman, W., Stulp, O., Verhoef, B. and Van Heck, E. (2005). Why are 
customers coming back to buy their airline tickets online? Theoretical 
explanations and empirical evidence. Electronic commerce, 7(1), 319-326. 

Kuan, H. H.,and Bock, G. W. (2007). Trust transference in brick and click retailers: an 
investigation of the before-online-visit phase. Information and Management, 
44(2), 175-187. 

Kuo, N. T., Chang, K. C., Chen, M. C.,and Hsu, C. L. (2012). Investigation the Effect of 
Service Quality on Customer Post-purchasing Behaviors in the Hotel Sector: The 
Moderating Role of Service Convenience. Joumal of Quality Assurance in 
Hospitality and Tourism, 13, 212-234. 

Lee, J., Park, D. H.,and Han, I. (2011). The different effects of online consumer reviews on 
consumers' purchase intentions depending on trust in online shopping malls: an 
advertising perspective. Internet Research, 21(2), 187-206. 

Lin, C.,and Lekhawipat, W. (2014). Factors affecting online repurchase intention. 
Industrial Management and Data Systems, 114(4), 597-611. 

Mackenzie, S. B.,and Lutz, R. J. (1989). An empirical examination of the structural 
antecedents of attitude toward the ad in an advertising pretesting context. Journal 
of Market, 53(2), 48-65. 

McKnight, D. H., Choudhury, V.,and Kacmar, C. J. (2002). The impact of initial consumer 
turst on intentions to transact with a web site: a trust building model. Journal of 
Strategic Information System, 11, 297-323. 

McKnight, D. H., Chudhury, V.,and Kacmar, C. (2002). The impact of initial customer trust 
on intentions to transact with a web site: a trust buliding model. Journal of 
Strategic Information System, 11(4), 297-323. 

McMilllan, S. J., Whang, J. S.,and Lee, G. (2003). Effects of structural and perceptual 
factors on attitudes toward the website. Journal of Advertising Research, 43(4), 
400-409. 

Methlie, L. B.,and Nysveen, H. (1999). Loyalty of on-line bank customers. Journal of 
Information Technology, 14, 375-386. 

Mohamed, N., Hussein, R., Zamzuri, N. H.,and Haghshenas, H. (2014). Insights in to 
individual's online shopping continuance intention. Industrial Management and 
Data Systems, 114(9), 1453-1476. 

Monsuwe, T. P., Dellaert, B.,and Ruyter, K. (2004). What drives consumers to shop online: 
a literature review. International Journal of Service Industry Management, 15(1), 
102-121. 

Mukherjee, A.,and Nath, P. (2007). Role of electronic trust in online retailiing: a 
re-examination of the commitment-trust theory. European Journal of Marketing, 
41(9), 1173-1202. 

Oliver, R. (1999). Whence consumer logyalty? Journal of Marketing, 63(4), 33-44. 
Pavlou, P. A., Liang, H., and Xue, Y. 2007. Understanding and Mitigating Uncertainty in 

Online Exchange Relationships: A Principal–Agent Perspective. MIS Quarterly, 
31(1), 105-136. 

Parasuraman, A., Zeithaml, V. A.,and Berry, L. L. (1993). Research note: more on 



The 5th Business, Economics and Communications International Conference, 2015 

505

Koppius, O., Speelman, W., Stulp, O., Verhoef, B. and Van Heck, E. (2005). Why are 
customers coming back to buy their airline tickets online? Theoretical 
explanations and empirical evidence. Electronic commerce, 7(1), 319-326. 

Kuan, H. H.,and Bock, G. W. (2007). Trust transference in brick and click retailers: an 
investigation of the before-online-visit phase. Information and Management, 
44(2), 175-187. 

Kuo, N. T., Chang, K. C., Chen, M. C.,and Hsu, C. L. (2012). Investigation the Effect of 
Service Quality on Customer Post-purchasing Behaviors in the Hotel Sector: The 
Moderating Role of Service Convenience. Joumal of Quality Assurance in 
Hospitality and Tourism, 13, 212-234. 

Lee, J., Park, D. H.,and Han, I. (2011). The different effects of online consumer reviews on 
consumers' purchase intentions depending on trust in online shopping malls: an 
advertising perspective. Internet Research, 21(2), 187-206. 

Lin, C.,and Lekhawipat, W. (2014). Factors affecting online repurchase intention. 
Industrial Management and Data Systems, 114(4), 597-611. 

Mackenzie, S. B.,and Lutz, R. J. (1989). An empirical examination of the structural 
antecedents of attitude toward the ad in an advertising pretesting context. Journal 
of Market, 53(2), 48-65. 

McKnight, D. H., Choudhury, V.,and Kacmar, C. J. (2002). The impact of initial consumer 
turst on intentions to transact with a web site: a trust building model. Journal of 
Strategic Information System, 11, 297-323. 

McKnight, D. H., Chudhury, V.,and Kacmar, C. (2002). The impact of initial customer trust 
on intentions to transact with a web site: a trust buliding model. Journal of 
Strategic Information System, 11(4), 297-323. 

McMilllan, S. J., Whang, J. S.,and Lee, G. (2003). Effects of structural and perceptual 
factors on attitudes toward the website. Journal of Advertising Research, 43(4), 
400-409. 

Methlie, L. B.,and Nysveen, H. (1999). Loyalty of on-line bank customers. Journal of 
Information Technology, 14, 375-386. 

Mohamed, N., Hussein, R., Zamzuri, N. H.,and Haghshenas, H. (2014). Insights in to 
individual's online shopping continuance intention. Industrial Management and 
Data Systems, 114(9), 1453-1476. 

Monsuwe, T. P., Dellaert, B.,and Ruyter, K. (2004). What drives consumers to shop online: 
a literature review. International Journal of Service Industry Management, 15(1), 
102-121. 

Mukherjee, A.,and Nath, P. (2007). Role of electronic trust in online retailiing: a 
re-examination of the commitment-trust theory. European Journal of Marketing, 
41(9), 1173-1202. 

Oliver, R. (1999). Whence consumer logyalty? Journal of Marketing, 63(4), 33-44. 
Pavlou, P. A., Liang, H., and Xue, Y. 2007. Understanding and Mitigating Uncertainty in 

Online Exchange Relationships: A Principal–Agent Perspective. MIS Quarterly, 
31(1), 105-136. 

Parasuraman, A., Zeithaml, V. A.,and Berry, L. L. (1993). Research note: more on 



The 5th Business, Economics and Communications International Conference, 2015 
   

506

improving service quality measurement. Journal of Retailing, 69(1), 140-147. 
Pieter, J. A., and Willem, W. (1990). Customer Satisfaction: A Comprehensive Apporach. 

International Jounal of Physical Distribution and Logistics Management, 20(6), 
2-46. 

Ramayah, T., Rouibah, K., Gopi, M.,and Rangel, G. J. (2009). A decomposed throty of 
reasoned action to explan intention to use internet stock trading among Malaysian 
investos. Computers in Human Behavor, 25(6), 1222-1230. 

Reichheld, F.,and Sasser, W. (1990). Zero defections: quality comes to services. Harvard 
Business Review, 68(5), 105-111. 

Rousseau, D. M., Sitkin, S. B., Burt, R. S., & Camerer, C. (1998). Not so different after all: 
A cross-discipline view of trust. Academy of Management Review, 23, 393– 404 

Rust, R. T.,and Zahorik, A. (1993). Customer satisfaction, customer retention, and market 
share. Journal of Retailing, 69(2), 193-215. 

Shim, S., Eastlick, M. A., Lotz, S. L.,and Warrington, P. (2001). An online repurchase 
intention model: the role of intention to search. Journal of Retailing, 77(3), 
397-416. 

Spiros, G., Sergios, D.,and Vlasis, S. (2010). An examination of the effects of service 
quality and satisfaction on customers' behavioral intentions in e-shopping. Journal 
of Services Marketing, 24(2), 142-156. 

Supphellen, M.,and Nysveen, H. (2001). Drivers of intention to re-visit the website of 
well-know companies: the role of corporate brand loyalty. International Journal 
of Market Research, 43(3), 341-352. 

Valor, C. (2007). The influence of information about labor abuses on consumer choice of 
clothes: a prounded theory approach. Journal of Marketing Management, 23(7), 
675-695. 

Vatanasombut, B., Lgbaria, M., Stylianou, A. C.,and Rodgers, W. (2008). Information 
systems continuance intention of web-based applications customers: the case of 
online banking. Information and Management, 45(7), 419-428. 

Wolfinbarger, M. F., and Gilly, M. C. (2002). COMQ: Dimensionalizing, measuring and 
predicting quality of the e-tailing experience. Marketing Science Institute, 
Cambridge MA, 1-51. 

Yoh, E., Damhorst, M. L., Sapp, S.,and Laczniak, R. (2003). Consumer adoption of the 
internet: the case of apparel shopping. Psychology and Marketing, 20(12), 
1095-1118. 

 



The 5th Business, Economics and Communications International Conference, 2015 

507

 
 
 
 
 
 
 
 

  
 

  
 
 
 

The 1st Asian Business and Economics Journal –  

Naresuan University – International Conference 

 

(ABEJ-NU-IC 2015) 
 

Theme: Small, Medium Enterprises (SME) Internationalization  

and Innovation toward ASEAN 
 



The 5th Business, Economics and Communications International Conference, 2015 
   

508

Accounting Services Required by Micro, Small and Medium Enterprises in 
the City of Imus, Cavite, Philippines 

 
Gabriel, Isabela De Leon 

Imus Institute 
Nueno Ave., City of Imus, Cavite, Philippines 

Email: isblgbrl18@yahoo.com 
 

ABSTRACT 
This study surveyed micro, small, and medium enterprises (MSMEs) to determine the 
type of accountancy services they require from individual Certified Public Accountants 
(CPAs) or firms of CPAs who are engaged in public accountancy practice. The service 
requirements were deduced from the type of services the respondents currently outsource 
to these practicing CPAs. The study found out that the service required by most 
respondents is taxation service and the least is internal audit. MSMEs also require 
consulting, accounting, and independent audit. Certain business profiles of the MSMEs 
like asset size, nature of business, form of business organization, and employment size 
were found related in varying degrees to the services that they require. Micro and small 
enterprises differ to a certain extent from the medium enterprises as they require fewer 
and simpler services. The practical implication of the findings of the study from the point 
of view of the practicing CPAs and the students taking up accountancy is that micro and 
small enterprises represent a relatively small market. On the other hand, it can be inferred 
that these enterprises signify market challenges, thus, this calls for appropriate strategic 
move on the part of the practicing CPAs and the students taking up accountancy in terms 
of service development, marketing and mastery. 
 
Keyword: Micro, Small, and Medium Enterprises, Accountancy Services, Certified 
Public Accountant, Taxation, Internal Audit 
 

1. Introduction 
The MSME sector has played a crucial role in the development of the Philippine economy 
through various mediums like the decentralization of industries and improvement of 
entrepreneurial activities, however, despite the potential of growth, MSMEs do not have 
the capacity of hiring full time Certified Public Accountants (CPA) not because they can’t 
afford to but sometimes, accounting functions are not their foremost priority. 
Tlhomola (2010) cited that some factors contributing to failures of MSMEs include tax 
burden, lack of collateral for security in bank loans, unwillingness of the banks to grant 
loans, business asset utilization, and expense management. Indeed, the MSMEs are 
vulnerable to a lot of internal and external barriers. Hence, they need to be capacitated 
and be informed about the countless of functions that they need to perform, primarily 
those in the aspect of managing their financial resources. 
Clearly, one prevalent challenge faced by MSMEs is the optimum use of financial 
resources necessary to survive in a competitive environment. This entails generating 
meaningful financial information needed internally and by both shareholders and 
creditors. Indeed, corporate governance principles assert that enterprise management has 
the responsibility to come up with periodic financial statements that are fairly presented 
to provide reliable information to various types of users. In addition, the MSMEs need to 
comply with government regulations on financial reporting, taxation, employees’ 
compensation, and the like. To achieve these requirements, the MSMEs either utilize their 
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own accounting or finance units or contract out the services to professionals such as 
public accountancy firms and/or individual Certified Public Accountants (CPAs). A 
relatively large number of MSMEs has remained unaware of their own needs in the aspect 
of accounting and financial management and the professional services that CPAs can 
offer to them along these areas. Thus, it is necessary to document and probe the services 
which the MSMEs require from public accountancy firms and individual CPAs who are 
in a position to provide them with a wide array of services covered by the accountancy 
profession. 
 
1.1 Statement of the Problem 
This study was focused on the accountancy services that the MSMEs commonly require 
from the public accountancy firms and/or individual CPA in public practice. Specifically, 
it sought answers to the following questions:  

1. What is the business profile of the respondent MSMEs in terms of the  
a. Asset size 
b. Nature of business 
c. Form of business organization 
d. Employment size 

2. What are the accountancy services which the respondent MSMEs commonly 
require from public accountancy firms and/or independent CPAs?  

3. Are there significant differences in the type of accountancy services that 
respondent MSMEs generally require when the respondents are grouped 
according to their business profile? 

 
1.2 Hypothesis 
Hypothesis 1: There is no significant relationship between the business profile of the 
respondent MSMEs and the accountancy service requirements. 
Hypothesis 2: There is no significant difference in the type of accountancy service that 
respondent MSMEs generally require when the respondents are grouped according to 
their business profile. 
 
1.3 Scope and Delimitation 
The scope of this study covers only the type of accountancy service that MSMEs require 
from individual CPAs or firms of CPAs who are engaged in public accountancy practice. 
This study does not cover the financial stability of MSMEs regarding financial aspects. 
The survey questionnaire was distributed to and answered by one hundred (100) 
respondents all over the City of Imus.   
 
1.4 Significance of the Study 
This research is anchored on the attributes of accountancy as a profession and the services 
rendered by professional accountants to the MSMEs. It describes the business profile of 
the respondents in four attributes: asset size, nature of business, form of business 
organization, and employment size. The research also identifies and describes the 
accountancy services that are commonly required by the MSMEs from public 
accountancy firms or individual CPAs. This research would be useful to individual CPAs 
and CPA firms in identifying the demand of their profession that are usually required by 
MSMEs; and the Bachelor of Science in Accountancy Students awareness of the demand 
of the accountancy service in MSMEs. 
 

1.5 Definition of Terms 
Accountancy Service – means services requiring accountancy or related skills performed 
by a member of a professional accounting body including accounting, assurance, financial 
management services, insolvency services, investment advice, management consulting 
and taxation. 
Barriers – a circumstance or obstacle that keeps people or things apart or prevents 
communication or progress. 
Business Profile – set of data that portrays the significant features of a business. It is a 
means of identifying a business from another of its kind 
Financial Resources – the money available to a business for spending in the form of cash, 
liquid securities and credit lines. Before going into business, an entrepreneur needs to 
secure sufficient financial resources in order to be able to operate efficiently and 
sufficiently well to promote success. 
Medium – asset size is between P15, 000, 001 and P100, 000, 000 and employs 100 to 

199 employees. 
Micro – asset size is up to P3, 000, 000 and employs 1 to 9 employees. 
MSMEs – is an abbreviation for Micro, Small and Medium Enterprises. 
Small – asset size is between P3, 000, 001 and P15, 000, 000 and employs 10 to 99 

employees. 
Utilize – to make practical and effective use of. 
 

 
2. Methodology 

2.1 Research Design 
This study used multiple responses, descriptive survey design to describe the business 
profile of the respondents (independent variable), and the accountancy services 
(dependent variable) required by MSMEs. It will help to identify the accountancy 
services that commonly required by the MSMEs from public accountancy firms or 
individual CPAs. 
 
2.2 Respondents 
The study surveyed one hundred (100) respondent-businesses in the City of Imus, which 
was selected using convenient sampling method, with their service requirements from 
public accountancy firms or individual CPAs based on the services that they currently 
outsource as the focus. The respondent’s population is based on convenience sampling 
method. The following respondent-businesses will be grouped according to their asset 
size, nature of business, form of business organization and employment size. 
  
2.3 Instrument of the Study 
The instrument used the collection of data was self-made questionnaire with multiple 
responses. In each questionnaire, each respondent was asked to answer the questions on a 
variety of variables which include the tax services, consulting services, independent audit 
services, general accounting services, and internal audit services. Data will be analyzed 
using percentages, ranks, chi-square test of independence, and one-way analysis of 
variance. 
 
2.4 Treatment of Data 
All data gathered were treated confidentially. From the questionnaire, the demographic 
profile of all the respondents, as well as the business profile will be gathered. Responses 
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that identified the accountancy services that commonly were required by the MSMEs 
from public accountancy firms or individual CPAs will be collected, scored and tallied. 
 
  

3. Results and Discussion 
The findings of the study are presented in four parts: (1) business profile of respondents; 
(2) accountancy service requirements; (3) relationship of the business profile and 
accountancy service requirements; and (d) tests of differences in the response of the 
MSMEs. 
 
3.1 Table 1: Business Profile of the Respondent MSMEs 
 

Asset Size Frequencies Percentage 
Micro (P3 million and below) 46 46% 
Small (P3,000,001 to 15 million) 29 29% 
Medium (P15,000,001 to 100 
million) 

25 25% 

Total 100 100% 
   

Nature of Business Frequencies Percentage 
Trading and Distribution 48 49% 
Services 39 39% 
Manufacturing 10 10% 
Agriculture 2 2% 
Real Estate Developer 1 0% 

Total 100 100% 
   

Form of Organization Frequencies Percentage 
Single Proprietorship 69 69% 
Corporation 1 1% 
Cooperative 2 2% 
Partnership 28 28% 

Total 100 100% 
   

Number of Employees Frequencies Percentage 
Micro (1-9) 42 42% 
Small (10-99) 49 49% 
Medium (100-199) 9 9% 

Total 100 100% 
 
Table 1 shows the business profile of the respondent MSMEs. In terms of asset size, 
forty-six percent (46%) of the 100 respondents have assets of up to P3,000,000, twenty-
nine percent (29%) have assets from P3,000,001 to P15,000,000, and the remaining 
twenty-five (25%) have assets from P15,000,001 to P100,000,000. In terms of the nature 
of business, the study revealed that forty-nine percent (49%) of the 100 respondents are 
engage in trading and distribution, thirty-nine percent (39%) in services, ten percent 
(10%) in manufacturing, two percent (2%) in agriculture and only one percent (1%) in 

real estate. In terms of form of organization, majority or sixty-nine percent (69%) of the 
100 respondents are owned by single proprietors, one percent (1%) is in corporations, two 
percent (2%) in cooperative and twenty-eight percent (28%) in partnership. When 
grouped according to employment size, the study found out that forty-nine percent (49%) 
of the 100 respondents provide work for 10 to 99 employees, forty-two percent (42%) 
work for 1 to 9 employees, and nine percent (9%) provide work for 100 to 199 
employees. 
 
3.2 Table 2: Accountancy Service Requirements of Respondent MSMEs 
 
Accountancy Services Frequencies Percentage Rank 

Tax services 95 95 1 
Consulting services 58 58 2 
Independent audit 
services 

56 56 3 

General accounting 
services 

45 45 4 

Internal audit services 23 23 5 
Note: Multiple responses of 100 respondents. 
  
Table 2 shows the accountancy service requirement of respondents MSMEs. Overall, 
95% of the respondent MSMEs require tax services from public accountancy firms or 
independent CPAs. It appears that of the five service areas in accountancy, taxation is the 
most prevalent and in-demand service among the MSMEs. More than half of the 
respondents require consulting services (58%) and independent audit services (56%). A 
relatively percentage (45%) also requires general accounting services while only 23% 
need internal audit services. 
 
3.3 Table 3: Tax Service Requirements of Respondent MSMEs 
 

Type of Tax Services Frequencies Percentage Rank 
Preparation of annual tax returns and other tax 
reports 

93 93% 1 

Assistance to tax computations 86 86% 2 
Preparation of monthly and quarterly tax reports 84 84% 3 
Filing of tax returns 79 79% 4 
Assistance in cases and settlements 74 74% 5 
Tax planning 39 39% 6 
Tax education and information 36 36% 7 
Note: Multiple responses of 100 respondents. 
 
Specifically, 93% outsource the preparation of annual tax return to the public 
accountancy firm and individual CPAs while 86% avail assistance for tax computations 
and 84% for preparation of monthly and quarterly tax reports. These were followed by 
79% and 74% for filing of tax returns and assistance in tax cases and settlements, 
respectively. Only 39% and 36% avail of tax planning and tax education and information 
services, respectively. 
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3.4 Table 4:  Consulting Service Requirements of Respondent MSMEs 
 

Type of Consulting Services Frequencies Percentage Rank 
Business establishment, organization, and 
registration 

57 57% 1 

Business expansion or branching out 11 11% 2 
Share capital transaction 8 8% 3 
Assistance in making investment decision 6 6% 4-5 
Business problems on liquidity, profitability, etc. 6 6% 4-5 
Business valuation, dissolution or liquidation 4 4% 6 
Risk management 3 3% 7 
Employee hiring, promotion and selection 2 2% 8-9 
Preparation of project feasibility studies 2 2% 8-9 
Business process design and improvement 1 1% 10 
Mergers and consolidation 0 0% - 
Employee benefit plans 0 0% - 
Cost analysis 0 0% - 
Capital expenditures evaluation 0 0% - 
Note: Multiple responses of 100 respondents. 
 
The most availed consulting service is that of business establishment, organization, and 
registration which 57%. Only 11% avail business expansion of branching out of 
consulting services, 8% consult regarding  share capital transaction, 6%  avail the 
assistance in making investment decision and business problems on liquidity, 
profitability, etc. The 4% avail the business valuation, dissolution or liquidation, 3% avail 
the risk management, and 2% avail the employee hiring, promotion and selection and 
preparation of projected feasibility studies, and 1% for the business process design and 
improvement. The study found out that the respondents are not vent into services dealing 
with mergers and consolidation; employee benefit plans; cost analysis; and capital 
expenditures evaluation. 
 
3.5 Independent Audit Services Requirements of Respondents MSMEs  
In terms of independent audit services, the interview and survey revealed that 55% of the 
respondents avail the services of professional accountants to perform independent audit, 
also known as external audit. The American Institute of Certified Public Accountant 
(AICPA) indicated that “the objective of an external audit is to enable the auditor to 
express an opinion on whether the financial statements are prepared, in all material 
respects, in accordance with an applicable financial reporting framework”. 
Some key informants also put value to independent audit services for loan application 
with banks and in securing credit line with suppliers. The respondents whose form of 
organization is a cooperative cited that independent audit is also required by the 
Cooperative Development Authority (CDA), the government body that regulates 
cooperative in the country. For the corporations, the Securities and Exchange 
Commission requires the submission of audited financial statement.  
 

3.6 Table 5: General Accounting Service Requirements of Respondent MSMEs 
 

Type of General Accounting Services Frequencies Percentage Rank 

Monthly preparation of interim financial statements 25 25% 1 
Recording of transactions in specialized journals 17 17% 2-3 
Recording of transactions in general ledgers 17 17% 2-3 
Doing account reconciliation 14 14% 4 
Preparation of remittance documents to 
government 

13 13% 5 

Preparation of account schedules 11 11% 6 
Recording of transactions in subsidiary ledgers 10 10% 7-8 
Preparation of tax remittance documents 10 10% 7-8 
Quarterly preparation of interim financial 
statements 

9 9% 9 

Doing profitability analysis 8 8% 10-13 
Doing sales or revenue analysis 8 8% 10-13 
Doing problem account analysis 8 8% 10-13 
Doing bank reconciliation 8 8% 10-13 
Preparing cost or expense analysis 3 3% 14 
Weekly preparation of interim financial statements 1 1% 15 
 Note: Multiple responses of 100 respondents. 
 
Table 5 shows the general accounting services requirements of respondent MSMEs, 25% 
of the respondent avail monthly preparation of interim financial statements, 17% 
outsource the recording of transactions in specialized journals and general ledgers while 
14% avail service for account reconciliation and 13% in preparation of documents for 
government remittances. The study found out that only a small percentage of the 
respondent need services related to the preparation of account schedule (11%); recording 
of transactions in subsidiary ledgers (10%); preparation of tax remittance documents 
(10%); quarterly preparation of interim financial statements (9%); profitability analysis 
(8%); sales or revenue analysis (8%); problem account analysis (8%); bank reconciliation 
(8%); cost or expense analysis (3%); and weekly preparation of interim financial 
statements (1%). 
 
3.7 Table 6: Internal Audit Service Requirements of Respondent MSMEs 
 

Type of Internal Audit Services Frequencies Percentage Rank 

Financial 18 18% 1 
Operations 17 17% 2 
Compliance 6 6% 3 
Fraud 3 3% 4 
Note: Multiple responses of 100 respondents. 
 
Table 6 shows the internal audit service requirements of respondent MSMEs, 18% of the 
respondents outsource financial audit, 17% outsource operations audit, 6% outsource 
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compliance audit while only 3% outsource fraud audit. The study revealed that MSMEs is 
not keen into outsourcing internal audit for various reasons. For a relatively large number 
of micro and small enterprise internal audit is not treated as a key business activity 
because (a) of the smallness of their operations; (b) most of the owners also work in the 
business; and (c) the level of decentralization does not allow much powers and authorities 
to the lower level of the management structure. For the medium enterprise, internal audit 
has been integrated in the organizational structure as a vital function, hence, a number of 
them hire auditors as full-time employees. 
 
3.8 Table 7: Test of Difference in Accountancy Service When Grouped According to 
Business Profile 
 

Asset Size (in Philippine pesos) N Mean SD 

Micro (P3 million and below) 46 0.4053 0.154 

Small (P3,000,001 to P15 million) 29 0.506 0.195 
Medium (P15,000,001 to P100 
million) 

25 0.4643 0.21 

Computed F (dfN = 2, dfD = 97)  2.717  

Probability value  0.071  
Nature of Business N Mean SD 

Trading and Distribution 41 0.2243 0.089 
Services 38 0.2162 0.045 
Manufacturing 18 0.2 0.096 
Agriculture 2 0.1812 0.184 
Real Estate Developer 1 0.413 0.103 
Computer F (dfN = 4, dfD = 95)  2.296  
Probability Value  0.065  

Form of Business Organization N Mean SD 
Sole Proprietorship 20 0.202 0.0848 
Partnership 1 0.217  
Corporation 38 0.235 0.123 
Cooperative 2 0.207 0.769 
Computed  F (dfN = 3, dfD = 96)  0.783  

Probability value  0.506  
Number of Employees N Mean SD 

Micro (1-9) 38 0.4106 0.1585 
Small (10-99) 49 0.5036 0.1842 
Medium (100-199) 13 0.359 0.1906 
Computed F (dfN = 2, dfD = 97)  4.4944  
Probability value   0.009   
 
  

 
3.9 Table 8: Test of Difference in All Subsets of Accountancy When Grouped 
According to Asset Size 
 

Asset Size (in Philippine pesos) N Mean SD 
Micro (P3 million and below) 46 0.1957 0.088 
Small (P3,000,001 to P15 million) 29 0.2158 0.0961 
Medium (P15,000,001 to P100 million) 25 0.2073 0.9962 
Computed F (dfN = 2, dfD = 97)  0.414  
Probability value   0.662   
Note: dfN is computed as number of groups minus one (a-1) and dfD is computed as total 
number of subjects minus number of groups (N-a) 
 
Test of Difference 
This part answers the question “Are there significant difference in the type of 
accountancy services that are currently outsourced when the respondents are grouped 
according to their business profile?” To test whether significant different exist; a one-way 
analysis of variance was performed. 
Table 8 shows the mean and standard deviation of the five outsourced services when the 
respondents were grouped according to business profile: asset size, nature of business, 
form of business organization, and employment size. The study found out that there is no 
sufficient evidence that there is a significant difference in the required accountancy 
services when the respondents are grouped according to asset size, nature of business, and 
form of organization. However, the study found out that there is sufficient evidence that 
there is a significant difference in the accounting services when the respondents are 
grouped according to employment size.  
Asset Size: When the respondents are grouped according to total assets, the computed 
value of the F-ratio statistic is 2.717 with an associated probability value of 0.071 which 
is greater than 0.05. Thus, there is no sufficient evidence that there is a significant 
difference in the outsourced accountancy services when the respondents are grouped 
according to total assets. When the services were detailed into 46 subsets of service, 
Table 8 shows that the computed value of the F-ratio statistic is 0.414 with an associated 
probability value of 0.662 which is greater than 0.05. In the same manner as above, the 
study shows that there is no sufficient evidence that there is a significant difference in all 
outsourced accounting services when the respondents are grouped according to total 
assets. Thus, the respondent SMEs do not differ in the type of accountancy services that 
they commonly require whether they are categorized as micro, small, and medium. 
Nature of Business: In testing the differences when the respondents are grouped 
according to the nature of business, all the subsets of accountancy services were used. 
The data were transformed into relative percentages by dividing the number of services 
by the total number of possible accountancy services. Table 8 shows that the computed 
value of the F-ratio statistic is 2.296 with an associated probability value of 0.065 which 
is greater than 0.05. Thus, it can be inferred that there is no sufficient evidence that there 
is a significant difference in all outsourced accounting services when the respondents are 
grouped according to nature of business. Multiple comparisons test reveals that the mean 
difference in outsourced accounting services between manufacturing and real estate 
respondents, -0.21304, is significant at 0.05 levels.  
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Form of Business Organization: Results from the test show that the computed value is 
0.783 with an associated probability value of 0.506 which is greater than 0.05. There is no 
sufficient evidence that there is a significant difference in all outsourced accounting 
services when the respondents are grouped according to form of organization. 
 
3.10 Table 9: Multiple Comparisons (Mean Differences) in Outsourced Accounting 
Services among Respondents Grouped According to Number of Employees 
 

Number of Employees Number of Employees 
Mean 

Difference 

Micro(1-9) 
Small (10-99) -0.0931 

Medium (100-199) 0.0516 

Small (10-99) 
Small (10-99) 0.0931 

Medium (100-199) 0.1447 

Medium (100-199) 
Small (10-99) -0.0516 

Medium (100-199) -0.1447 
Note:  Mean difference is significant at 0.05 levels. 
 
Employment Size: The computed value of the F-ratio statistic in Table 7 is 4.4944 with 
an associated probability value of 0.009 which is less than 0.05. There is sufficient 
evidence that there is a significant difference in the outsourced accounting services when 
the respondents are grouped according to number of employees. The post analysis or 
multiple comparison in Table 9 shows that the mean of accountancy services of small 
businesses (with 10 to 99 employees) is significantly greater than those of micro 
businesses (with 1 to 9 employees), in a mean difference of 0.0931, and medium 
businesses (with 100 to 999 employees), with mean difference of 0.1447.  

 
3.11 Table 10: Test of Difference Outsourced Accounting Services When Grouped 
According to Number of Employees 
 

Number of Employees N Mean SD 
Micro (1-9) 38 0.209 0.106 
Small (10-99) 49 0.216 0.106 
Medium (100-199) 13 0.218 0.051 
Computed F (dfN = 2, dfD = 97)  0.053  
Probability value   0.949   

 
When all the 46 subsets of accountancy services were used, Table 11 shows that the 
computed value of the F-ratio statistic is 0.053 with an associated probability value of 
0.949 which is greater than 0.05. Thus, it implies that there is no sufficient evidence that 
there is a significant difference in all outsourced accounting services when the 
respondents are grouped according to number of employees.  
  
 
 

4. Conclusion and Recommendation 
The study confirms that the MSMEs undertake different services that are within the 
sphere of the accountancy profession. The study also found out that the MSMEs contract 
out some of these services to CPAs who are engaged in the practice of public 
accountancy. The extent by which the SMEs outsource the services varies according to 
the type of service. The study confirms that taxation service is the most commonly 
outsourced while internal audit is the least. If the practicing CPAs and students who’s 
taking up accountancy desires to work in the MSMEs sector, then they should have 
mastery in tax services because that is the primary service in demand although they 
should also be good in other services other than those related to tax. Nonetheless, 
outsourcing is applied in varying extent in consulting, independent audit, and accounting. 
In essence, MSMEs require these services from the practicing CPAs who serve as 
external providers of services.  
The study also shows that micro and small enterprises differ from medium enterprises in 
terms of the level of complexity of accountancy services; the former having simpler ways 
of doing their tasks and are not vent into exploring the other relatively complex methods 
and processes. The business profile attributes of the MSMEs, specifically asset size, 
nature of business, form of business organizations, and employment have something to do 
with the type and extent of services they undertake and outsource to practicing CPAs.  
The practical implication of these findings from the point of view of the practicing CPAs 
and students taking up accountancy is that MSMEs, with particular reference to micro and 
small enterprises, may represent a relatively small market for public accountancy practice. 
At the same time, limited types of services are demanded by these enterprises. On the 
other hand, the fact that these enterprises have yet to outsource other types of services 
could signify market challenges for the practicing CPAs and different extent of mastery 
of activities for students taking up accountancy. Hence, the combination of service 
development and marketing could be the appropriate strategic move for the practicing 
CPAs while proper education and training is needed by students taking up accountancy. 
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Abstract 

Many years ago, there are many researches in field of process of entering the international 
business. Mainly focused on resource-based theory, resource dependence theory, 
institutional theory and other theories. Although these theories have many concepts of 
competitive advantage in a variety of factors but do not focus on how to create and 
sustain competitive advantage under the dynamic environment .Especially, small firm 
with limited resources. However, there was study the absorptive capacity (ACAP) for fill 
this gaps by describes an approach to lead the advantage under complex environment 
through the firm's operations for they have highly the main performance and can be used 
appropriate tools, therefore in this paper review the relevant literature to create a 
competitive advantage through a mechanism in firm under which the components of 
ACAP. The study has follow identified 1) the factors that influence of absorptive 
capacity, 2) the components of absorptive capacity, 3) assessment tool to measure of 
ACAP into the international business of small and medium-sized enterprises, which 
synthesize the insights from review and integrative framework for future work. 
Keywords: Factors, Absorptive Capacity, Entry mode, SMEs  

1. Introduction 

More than 40 years have studies on the internationalization field in order to understand 
the process of entering the international business of the firm (Fletcher, 2001). While an 
entrepreneurs of small and medium enterprises (SMEs), in the past few decades has 
became interested in the international operations increased. It is well known that small 
and medium business is the key to the development of a modern economy. This is the 
cornerstone of the private sector that provides employment to more than half of all 
economic sectors, and has driven the country’s economy to grow (Hessels & Parker, 
2013). However, SMEs often faced with limited financial and managerial resources for 
expand into the international market. (Chetty & Campbell-Hunt, 2003) include lack of 
operations knowledge in the internationalization whole which related to the different 
environments (Hessels & Parker, 2013). In order to examine the environment under 
constraints of small- and medium-sized enterprises may help to achieve the growth targets 
when faced with restrictions under dynamics of the environment. Firm therefore need to 
combine the external knowledge that will bring resources and information for useful 
(Hessels & Parker, 2013 ; Street&Cameron,2007 ; Haahti et al.,2005). Although those 
restrictions are a barrier to growth, but the limits of the resources can be used most 
effectively to achieve excellent performance (Baker & Nelson,2005 ; George,2005 ; 
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Katila & Shane ,2005 ; Starr & MacMillan,1990). To study the factors that influence 
business processes across the country to increase participation in their activities abroad as 
well as foreign markets are complex and multidimensional (Barrett , 1986). Thus, the 
decision to choose a suitable international market will affect operations and the firm's 
survival (Quer,Claver, & Andreu, 2007). Consequently have to study the environment 
and the availability of resources before the operation. These decisions affect to the firm's 
future and the selection of the country for invest (Brouthers & Hennart,2007 ; Kumar, 
2000). A few years ago, the concept of Absorptive capacity (ACAP) has been used 
recently to explain phenomenon that occur in the organization and describes the 
complexity of the operations , undeniable that ACAP is vital that were used in 
diversity,whether for strategic management (Zahra & George ; 2002 , Lane & 
Lubatkin,1998), management technology (Schilling ,1998) , international business (Kedia 
&Bhagat,1988) , economic (Glass &Saggi ,1998). Despite the adoption varies. It is well 
known that ACAP as a dynamic cability to create and exploit knowledge to enhance the 
competitivness and sustainability of firms (Eisenhardt&Martin, 2000 ; Raff ,2000). 
ACAP is the ability to acquire and transform knowledge which the specific ability of the 
firm to be used to achieve its goals by Cohen and Levinthal (1990 : 128) , defined as the 
firm is the ability to recognize the value of new knowledge , external information then 
assimilate that knowledge and applied to commercial end. It has been recognized that the 
ability to ACAP like a dynamic ability (Teece,2012 ; Winter ,2003 ; Eisenhardt & 
Martin,2000). Caused by a combination of the ability to use knowledge resources through 
mechanisms talent within the firm then cause of the creation, 2 integration or remodel. 
The abilities that were used in business activities. The ability within the four-dimensional 
consists of 1) acquisition capability 2) assimilation capability 3) transformation capability 
and 4) exploitation capability, the internal mechanisms are of paramount importance for 
small and medium businesses will be used to win over the restrictions on access to 
international business. In this study, a literature review of research articles published in 
journals. International Journal of Business and Management, using keywords to find the 
factors that affect to international businesses and the ability of ACAP. The benefits 
derived from the literature review and theories to get the framework fit with context of 
small and medium size in Thailand.  

 

2. Literature review 

In the 21st century global economy is fast moving toward. Trade barriers whether the 
movement of goods, services, labor and investment decrease the volume of cross-border 
trade and investment has increased more rapidly than world economic output. This 
reflects that the economy of the country is similar unity and has to rely on each other 
more. meanwhile, when the economy is progressing then many developing countries 
ranked in the world even more. Reducing trade barriers Including the AEC is driven to 
make the domestic business of Thailand to expand quickly. This may result in lower 
prices for goods and services with an increase in revenues that contributes to employment 

in all countries. While the number of increased foreign affairs with regard to trade and 
investment across national borders of developed and industrialized countries but not easy 
for entrepreneurs of small and medium-sized enterprises in Thailand. Where there may be 
many restrictions as well as in managing international business administration with 
different local areas. On a basic level, it is likely that there are differences in terms of 
culture, economic, political, legal and economic development in that country. In addition, 
the international business unlike with domestic business due to the complexity of 
managing international executives may face different issues and has never faced. 
Therefore, the decision taken in any way to get the most suitable option. There is minimal 
risk, It contains valuable information, however, has been studied factors related to the 
environment to foreign investment such as cultural distance, political risk and the 
attractiveness of the market (Dakora & J. Bytheway ,2014 ; Hessels & Parker ,2013 ; 
Fabian , Molina & Labianca, 2008). Environmental factors in domestic market such as the 
market size , competitors, government supports and arrival of foreign investors ( Musso 
& Francioni ,2011 ; Fabian , Molina & Labianca, 2008), firm-specific factors such as 
organizational culture , firm's reputation , advanced technology, nature of product, firm 
size, experience and knowledge of international business (Dakora & J. Bytheway ,2014 ; 
Hessels & Parker ,2013 ; Musso & Francioni ,2011 ; Fabian , Molina & Labianca, 2008 ; 
Evangelista, 1994 ). Although the ACAP not a first concept that was created by Cohen 
and Levinthal (1990), are credited with the developing and applying organization learning 
theory to sculpt ACAP. Subsequently, has been studied for use in different operations and 
is used as a measurement variable such as investment in research and development (Stock 
et al.,2001, Deeds,2001). Age (Allen et al.,2007). Acquiring external and internal 
knowledge (Liao et al.,2003). Nature of ACAP is a multidimenstional conceptualization 
and inconsistency of the model (Daspit & D’Souza ,2013). Whether there are 2 
dimensions (Zahra & George,2002). 3 dimensions (Lichtenthaler, 2009). Or 4 dimensions 
(Sun & Anderson,2010 ; Flatten et al.,2011; Gebauer et al.,2012). To determind the most 
appropriate of ACAP, reference to its theoretical foundations in organization learning 
must be considered. Crossan et al. (1999) offer the organizational learning theories 
consisting of 4 elements (intuiting, interpreting, integrating, and institutionalizing), and 
there are similarities with 4 capabilities of ACAP . Futhermore, has studied the 
relationship between the organizational learning and capabilities of ACAP which is 
relevant (Sun & Anderson ,2010) also a dynamic capability consits of 4 underlying 
capabilities (Kale & Singh,2007). Dimension 1 Acquisition capability. This capability 
typify the firm's ability to recognize and acquire useful knowledge (Zahra & George 
,2002). The potential for encouraging to seeking of new knowledge from the external 
source. Whether the relationship between the organization of collaboration or partnership. 
When searching for new knowledge from many sources, firm will be able to scan the 
environment and decide what to take action for future (Liao et al., 2003 : 67, Fosfuri & 
Tribo, 2008). Dimension 2 Assimilation capabilities. Is ables to absorption and 
understanding new knowledge (Daghfous, 2004). The foundation of the study of 
intellectual development of Piaget, to study the human intelligence ,the learning process 
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consists of the extended structure (Assimilation). Is that individuals with the experience 
or get to know new things. Into the brain and into the structure (Accommodation). 
Mentally structure influencing interpretation experience gained from external knowledge 
and the new knowledge must be altered to fit with existing knowledge structures in the 
firm (Lefkowitz & Lesser, 1988). However, the ability to assimilation will be 
demonstrated on the ability to analyze and understand new knowledge in the context of 
the firm (Jansen et al., 2005). 3 Dimension 3 Transformation capability, is the ability to 
convert, modify and incorporate new knowledge into an internal knowledge of firm 
(Fosfuri & Tribo; 2008). After understood of the knowledge gained, it must have to be 
integrated with existing knowledge in the firm's structure, modify the new knowledge that 
they are appropriate for the firm. Dimension 4 Exploitation capacity, is required the firm 
will benefit from the knowledge gained to create value (Benner & Tushman ,2003 ; 
March ,1991 ). The result of such change may be reflected in the creation of new 
processes, goods,forms (Spender, 1996) However, those results will enhance the 
competitive advantage and create value for the firm (Cohen & Levinthal,1990 ; Jansen et 
al.,2005 ; Fosfuri & Tribo,2008). To understand the details of the components and 
characteristics of ACAP. It has been studied and summarized in Table 1.  

Table 1 summary the key characteristics of the ACAP 
 

 

 

 

3. Conclusion 

According to the study, research and review of the literature found that the growth of firm 
with operations in the international market as a way of gaining popularity continuously 
increased. It is an opportunity to seeking new markets, seeking of resource and access to 
cheaper raw materials with the efficiency seeking. Which must have studied various 
factors involved in both domestic and international. In order to analyze the potential 
availability of operational decisions. Access to foreign markets , although small and 
medium-sized enterprises are often face barriers that limit ability to grow (Hessels & 
Parker ,2013). However, it can managing ACAP to apply as a way for SME to access 
resources in the face of constraints, to construct a model for growth and simplify the 
international market, achievement , creating a competitive advantage. And the ability to 
use maximize benefit or can said that the international market is not difficult for small 
and medium enterprises with limited resources, but if businesses have to invest in 
establishing the capability to absorb their own knowledge with a readiness to seek to 
acquisition , assimilation and value creation through effective mechanism.  
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Abstract 

Business local textile in Thailand is a small business and more entrepreneur small 
operators. This small business causing revenue and the local employment and also woven 
fabric is a product that is based on knowledge of the vernacular. Creativity and workers 
with specialized skills as a result, the product is a product of culture. An identity that is 
different and unique but business local textile Thailand power is lost lower production 
volumes none is coming to take with to influence over successful at making it interesting 
to study literature review to identify the factors in order to make this business successful. 
This research aims to collect, analyze, synthesize, and present the factors that influence 
the success of business local textile Thailand. The database factor influencing the success 
of textile floor when Thailand. This is a business priority and this paper uses the analysis 
of documents and related research. This article was compiled and presented the factors 
that affect the success of the business expected to be the entrepreneurs of information to 
operate successfully. 

Key words: 1) Success factor 2) Successful of business 3) Local Textile 

 

Introduction 

Business local textile are important to the textile and garment industry of the country and 
this business was established with Thailand. The total market capitalization of over 
16,000 million baht create over 200,000 employment positions. Woven fabrics of cotton 
produced by the creators of the legendary local or various groups. The process  is carried 
out in their group from cotton to silk to cotton to silk dyeing cotton, silk, woven by the 
few, or traditional looms the clothes each, each with a unique ethnic group varies 
(Wiboon LeeSuwan, 2550) and fabric Thailand has registered heritage intangible cultural 
continuously (Wironglong pommee, 2556). In Thailand have woven fabrics and many 
local textile wisdom. There are cultural and natural ingredients silk is famous in Thailand. 
Other than Thailand also has a rich cultural heritage can be dominant or difference, And 
as a single global market is likely to increase consumption-oriented culture combined 
with a strong support from the environmental protection which pushing to textile products 
from nature.     This product has gained increasing attention. Thailand is well known and 
has been internationally acclaimed design more textile handicrafts (Institute of Textiles 
and Clothing, Thailand, 2557) from the mapping project of creative economy of Textile 
and Garment Thailand. Craft textiles and apparel is any product made or invented by 
hand, it is primarily used as a raw material, textile fibers or fabrics is a major undertaking, 
with unique local knowledge or constructive. In response to traditional beliefs, religious 
or social identity. Handicrafts, textiles and apparel it is based on a functional basis and by 
major product for the purposes of applications including woven cloth clothes Jewelry, 
personal items such as purses, decorative scarf and souvenirs , and  definition of the 
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Abstract 

Business local textile in Thailand is a small business and more entrepreneur small 
operators. This small business causing revenue and the local employment and also woven 
fabric is a product that is based on knowledge of the vernacular. Creativity and workers 
with specialized skills as a result, the product is a product of culture. An identity that is 
different and unique but business local textile Thailand power is lost lower production 
volumes none is coming to take with to influence over successful at making it interesting 
to study literature review to identify the factors in order to make this business successful. 
This research aims to collect, analyze, synthesize, and present the factors that influence 
the success of business local textile Thailand. The database factor influencing the success 
of textile floor when Thailand. This is a business priority and this paper uses the analysis 
of documents and related research. This article was compiled and presented the factors 
that affect the success of the business expected to be the entrepreneurs of information to 
operate successfully. 

Key words: 1) Success factor 2) Successful of business 3) Local Textile 

 

Introduction 

Business local textile are important to the textile and garment industry of the country and 
this business was established with Thailand. The total market capitalization of over 
16,000 million baht create over 200,000 employment positions. Woven fabrics of cotton 
produced by the creators of the legendary local or various groups. The process  is carried 
out in their group from cotton to silk to cotton to silk dyeing cotton, silk, woven by the 
few, or traditional looms the clothes each, each with a unique ethnic group varies 
(Wiboon LeeSuwan, 2550) and fabric Thailand has registered heritage intangible cultural 
continuously (Wironglong pommee, 2556). In Thailand have woven fabrics and many 
local textile wisdom. There are cultural and natural ingredients silk is famous in Thailand. 
Other than Thailand also has a rich cultural heritage can be dominant or difference, And 
as a single global market is likely to increase consumption-oriented culture combined 
with a strong support from the environmental protection which pushing to textile products 
from nature.     This product has gained increasing attention. Thailand is well known and 
has been internationally acclaimed design more textile handicrafts (Institute of Textiles 
and Clothing, Thailand, 2557) from the mapping project of creative economy of Textile 
and Garment Thailand. Craft textiles and apparel is any product made or invented by 
hand, it is primarily used as a raw material, textile fibers or fabrics is a major undertaking, 
with unique local knowledge or constructive. In response to traditional beliefs, religious 
or social identity. Handicrafts, textiles and apparel it is based on a functional basis and by 
major product for the purposes of applications including woven cloth clothes Jewelry, 
personal items such as purses, decorative scarf and souvenirs , and  definition of the 
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creative economy of UNCTAD and UNESCO creative textiles covering a range of 
handicrafts, textiles home and apparel in part any of the products  invented essentially by 
hand make, and creation of intellectual or cultural currents from a focus on value. 
Creative  culture  environment and ethical society these trend needs of this group grow up 
.In  2553 Thailand exported handicrafts, textiles and clothing worth about 273 million US 
dollars (55-Master Plan for Textile 59,2554) the main export market is ASEAN and US 
which market share of these two groups representing approximately 60 percent of the 
value of total exports by exporting handicrafts, textiles and clothing  these tend to 
grow.Local handicrafts group is more product textiles and apparel manufacturers with the 
largest number of local boards throughout the country. The production of handicrafts 
textiles counted as part of the lifestyle of the locals. In currently the production of 
handicrafts textiles main to gather loose of the people who abstained from work so well 
made professional. This group Experiencing business administration because not business 
plan and management system, lack of working capital to produce goods, lack of raw 
materials because local ingredients is not sufficient to buy from other sources especially 
silk. While woven fabric is in heritage pioneer group about production or designer 
products from local fabrics the emphasis on luxury and cultural values. The sample of 
business this group is silk Jim Thompson handicraft products under the program works 
and handcrafts such as Doi Tung and Poofa brand. This group experienced problems of 
the market for goods is still limited and competition from foreign goods such as silk from 
China and India the international market. The problem of insufficient raw materials issues 
found in this business of woven fabrics business is terms of funding Product development 
standard products and marketing these issues as a barrier to the development of 
handicrafts, textiles and garment industry of Thailand. The issues: 1) product and process 
2) problems in management and marketing, 3) issue of domestic partnerships, and 4) the 
issue of cooperation with foreign countries. In particular, issues management and 
marketing it. Most enterprises are SMEs and small businesses that lack business skills and 
there was no research on the factors that influence a successful business homespun, 
Thailand. 

Current businesses are faced with high levels of competition and have tend of caused by 
the deteriorating resources with less every day.This kind of operation the new economic 
model must look holistically more by bringing together several features in the business 
and also combining cultural economy technology and society the creativity and 
knowledge is an extremely powerful tool for economic and social. Therefore enterprises 
should focus on the present, "People" and "basic ideas" which is total, "Capital" in the 
assembly and key management processes to organizations and entrepreneurs. Different 
from other organizations and entrepreneurs to jointly innovate this is not just a product or 
service but also to the philosophy of how the mind works. The working atmosphere this 
contributes to the development of mutual benefit to create an advantage in the 
competition. The operator should have the effort and commitment to change and develop 
themselves continuously dare to think and act seriously with this capability to enable the 
creation of innovative sustainable development process (Baron, 2oo2) because the 
creative process is a human skill or ability. Therefore improve the ability of the operator 
aim at finding different features that might affect a person's level of creativity. (Isaken, 
1987; Davis, 1992). 

Business success relies on many factors caused by internal resources or external 
environment organizations need to consider a variety of factors both internal and external 
to fit the available resources including the capital, technology and personnel. 

administration, etc. However the study reviewed the past. Also there was no research on 
the factors that influence the success of a business homespun Thailand. This article aims 
to gather and present elements of business success. The content of the review of research 
involving influential factors to business success of local textile business  Thailand. 

 

Literature Review 

A business idea and Local textiles. 

Local textiles Thailand is crafts a social partner in Thailand for thousands of years. Which 
has evolved from its traditional agricultural society the villagers on the availability of 
work in the field it will bring the materials such as cotton fibers, hemp fibers Hemp, hemp 
silk spun into yarn lead woven into fabrics dyeing and easily extracts from natural 
materials to bring household . Thailand has a geographical point of maritime trade 
between the East and the West since antiquity and have traded with European, Arab, 
India, China and Japan for a long time. The fabric is imported from far in the courts 
featuring a combination of production techniques from abroad. The world of the fabric of 
the past into the local fabric of many local rub all over the region, and unique only 
outstanding (Wimon angsuana wiwat, 2013) shows the wisdom of the arts community the 
group is the local handicrafts, textiles and apparel manufacturers with the largest number 
of local boards throughout the country.  The production of handicrafts, textiles counted as 
part of the lifestyle of the locals. Currently the production of handicrafts, textiles, mainly 
to gather loose of the people who abstained from work so well made professional. As a 
result, this group this business administration because it includes samples loose, they are 
no business plan and management system ,lack of working capital to produce goods,  lack 
of raw materials because local ingredients is not sufficient to buy from other sources, 
especially silk. While woven fabric Heritage Pioneer is in a group with production or 
designer products from local fabrics. The emphasis on luxury and cultural values are 
highly valued which a sample of households, this group is silk Jim Thompson handicraft 
products under the program works and handcrafts such as brand, Doi Tung and Chiang as 
an entrepreneur, this group experienced problems. The market for goods is still limited. 
And faced competition from foreign goods such as silk from China and India. SABMiller 
in the international market. The problem of insufficient raw materials. By any standard, 
such as raw silk obtained from young people cannot burn. The issues he found. Woven 
fabrics business. In terms of funding Product development Standard products and 
marketing these issues as a barrier to the development of handicrafts, textiles and garment 
industry of Thailand. The issues: 1) product and process 2) problems in management and 
marketing, 3) issue of domestic partnerships, and 4) the issue of cooperation with foreign 
countries. In particular issues management and marketing it. Most enterprises are SMEs 
and small businesses that lack business skills and there was no research on the factors that 
influence a successful business homespun, Thailand. 

Woven fabrics of woven fabrics can be categorized into two types as raw materials for 
textiles and the creators of the first woven 1) fabric woven by the materials used, 
including cotton and silk, 2) a fabric by weaving methods. The name varies by package 
refraining from woven pattern on the cloth like satin fabric kit Mudmee fabric Ltd. Wah 
and mantles (Encyclopedia Thailand, 2013) and the materials used in weaving from 
plants and animals, such as silk, cotton fiber from the bark of various types, such as flax, 
hemp and other raw materials, the surface varies (Witee Panitpau, 2547). 
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Weaving a native of Thailand is weaving traditional native regions. Currently many of the 
traditional weaving patterns woven traditional symbols and particularly in communities 
that have immigrated ethnic groups. The uncluttered in various sectors of the art of 
weaving of these people was a unique group to this day if it breaks local fabric of these 
people by various sectors. In assortment of visualize divided as follows: 1) weaving the 
Lanna northern Thailand including Chiang Rai, Phayao, Phrae, Nan, Lampang, Chiang 
Mai and Mae Hong Son ) especially among Thaiyonok ThaiYuan and Thai Lue ethnic 
group, a traditional Thailanna. It is believed that a settlement in a mountainous 
environment. The waterway Thailand ThaiYuan and women today still maintain the 
culture of textile patterns and designs are legendary. The woven fabric skirt ideally 
sighted and fabric techniques "kang" so the minority hill tribes such as hmong, moser, 
akha, lisu, yao and lisaw also has cultural fabric, mostly cotton and decorate their unique 
ethnic groups a silk flower woven silk skirt to raise ornamental gold with known among 
master class in the north, such as Chiang Mai and Lamphun, which held that an industry 
in the village many now a day  2) weaving in the region In the north central province 
including such as Phitsanulok, Phichit, Uttaradit and Sukhothai and South Central. (Uthai 
Thani, Chainat, Suphanburi, Nakhon Pathom, Ratchaburi, Saraburi, Lopburi, Thailand 
The people of Thailand, Lao Yuan and the pioneer in the history of Thailand. They are of 
many tribes, such as Thailand, Laos, the Tai Puan Song, etc. which migratory visitors due 
to war or other causes. Thailand, they also maintain a local identity, culture and save. The 
culture of women weaving techniques are ideally used for decorating kit and a pattern on 
the fabric to wear on special occasions used to make mattresses, pillows, blankets, 
handkerchiefs, cloths, etc. 3) weaving in the Northeast in the east there is a community 
based settlement areas with an abundance of streams, rivers, swamps or ethnic groups 
Thailand, Laos, the majority of the East spread in the provinces. Culture and tradition of 
women weaving the traditional long, almost every community each individual tribes is 
the nature and pattern of weaving strange own clearly. The Mudmee and silk, soft silk 
fabric kit among Thailand ethnic Lao in the East can be divided roughly as follows: the 
province of Nakhon Ratchasima, Chaiyaphum (mostly Laos, Luang Prabang) group, 
Nong Khai, Udon Thani, Khon Kaen (mostly Laos, Vientiane) group Nakhon Phanom, 
Sakon Nakhon, Kalasin (including the majority of the time.), Mukdahan, Maha 
Sarakham, Roi Et, Yasothon, Ubon Ratchathani province (mostly Laos Champasak 
Province) and Thailand ethnic groups Laos. Thailand the Cambodian people, especially 
children. Scattered in Si Sa Ket, Surin and Buri Ram and a tradition of weaving a 
beautiful legacy for a long time. Especially in Surin province, a village famous for many 
different types of fabrics such as silk weaving village unfolds in Cambodia and Ho Sui 
twill fabric Burnham, the minister sago etc. 4) weaving in the South. The South has the 
famous weaving centers. The sources quoted weaving silver. Presumably influenced by 
the Muslim Arabs of trade since ancient times. And later raised funds raised fabrics, gold 
has become popular among the elite of the kingdom in central Thailand. Most textile 
weaving Nakhon Songkhla and Phumriang Chaiya district. Surat Thani Have been a 
weaving raised more famous in the past. In addition to picking cotton lace, then a 
traditional weaving together many of the South, such as woven cloth, cotton cloth, silk 
sarong fabric flower buds are smuggled ivory. 

You can see that today a native of Thailand in various sectors was the conservation 
rehabilitation and development as well as be encouraged to be widely usable on a daily 
basis, so it may be produced in a local cloth mill industry. The company employs weavers 
acting hand weaving the design was to plant or company or silk yarn dyeing, weaving to 

finished. For quality control some have been bought cloth from weavers independent 
mediator, who was spinning, dyeing and woven fabrics patterned by the market demand 
in certain provinces group weavers gathered fabric spanning a career and carried out in 
such a cooperative manner of weaving handcrafts. However condition mentioned above, 
it is woven primarily for sale. Therefore, it will improve the quality of colors and patterns 
to suit the tastes of the market. Insights from the study 20 clusters of Thailand that could 
potentially compete with foreign countries. The textile is cluster silk crescent house is less 
offense catalog silk cluster indigo dyed cloth province production of indigo dyed cloth the 
market growth is likely to grow indigo cloth good. The product is made from natural 
products not toxic making it a requirement, especially in foreign markets that are more 
stringent in natural materials or toxic chemicals, consumer goods, and a cluster of silk 
Pak Nakhon Ratchasima silk production and processed products (clothing, home 
furnishings). 

 

Ideas and research relevant to business success. 

The definition of business success. 

To do that whether they are individuals or organizations are demanding that success is 
based on expectations. The success of the operation is something every organization is 
important because the organization was set up to carry out various activities to achieve 
the goals that are set. The meaning of organizational success there are various scholars 
has the meaning provided in the manner of the success of the operation. 

The success of the operation means the ability of an organization that can provide the 
resources are limited and can provide valuable resources from the environment (gold 
super Sharif, page 113), which corresponds to Megginson, Mosley and Pietri (1996) said 
that business success must be able to use resources in a way to be productive with 
minimal cost 

Key Success Factors is critical to making it or make it happen in order to achieve the 
vision or that it is a guiding principle, or how the organization will achieve the vision but 
the organization is a major factor of success represents a concrete link operating at all 
levels to heading in the same direction. Officials and corporate executives know how to 
do anything to the achievement of the organization fulfill its vision. Key Success Factors 
as equipment training to identify and analyze the key factors that will accelerate the 
implementation of the best. In order to achieve superior business sector itself analysis of 
Key Success Factors what organizations need to focus to provide a basis to raise a higher 
performance is a measure of the efficiency of the implementation monitoring system with 
aspects: 1. Commitment 2. Wisdom 3. Lifelong learning 4. Creative thinking  
5. communication skills 6. problem solving skills and decision 7. Time Management. 

 Supapon promniyom (2542) found that factors contribute to success in the 
weaving business mudmee of women and the impact on rural communities: a case study 
of Na Pho. Buriram province were internal factors that contribute to success in the 
weaving business Mudmee 1) Inspired by the inherited from ancestors pursuing 
knowledge the idea would be weaving. The patriotic and popular in weaving patterns and 
colors in the silk cloth 2) attitudes are feeling the love of weaving business mudmee 3) 
learning is learning the system and learning the basic steps learning specialists and 
learning the profession 4) expectations for the profession. Entrepreneurs Silk Weaving 
wanted to earn money for the family. Creating local jobs folk art conservation of course, 
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finding a career for themselves and reducing labor migration. External factors that lead to 
success in the business of managing silk weaving include 1) the manufacturer has to 
maintain high standards of production quality set production quotas 2) marketing network 
marketing to make a difference in our products from competitors' creating formal 
financial system 5) the participation of its members. The distribution of duties made 
Making division with an edge co-operation jointly solve problems 6) leadership to the 
people who work for the group. Dedicated capacity to create groups who are honest are 
acceptable is the influence as to the idea that all of its members, and who have the ability 
to work as a team creativity and to make better decisions 

 Supanit tomsaghonwong (2 014)  factors for success of business operators who 
have been selected ultimate products OTOP 5-star San Sai district, Chiang Mai province. 
The factors for success this business has two types of internal factors and external factors. 
Internal factors Management Human Resource Management Production Management 
Financial Management and marketing External factors include economic, social, political, 
and technology law. 

The framework obtained from the literature. 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

Summary and Discussion 

This paper demonstrates the importance of education of Thailand native fabric business 
and the factors that affect the success of new product development. The success factors 
can be divided into two major groups inside and outside the enterprise. The internal 
factors include ability of households Management of production and marketing and 
external organizations, including the economy, politics and technology. These factors are 
especially important in the textile business success and especially when the country will 
attend the opening of free trade in the ASEAN Economic Community or international 
level. 

 

Factors with in the business 

- The operator 
- Management 
- Production 
- Marketing 
 

 
Business Success 

External organizations 

- Economy 
- Social 
- Politics and Law 
- technology 
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ABTRACT 

The research aimed at studying the feasibility of the business of the small animal hospital 
in Muaeng District, Chonburi. The study focused on the feasibility of marketing, 
techniques, management, and finance to invest in a small animal hospital and the results 
were used as the guideline for veterinarians or people interested to make their investment 
decision. The sample consisted of 5 entrepreneurs running an animal hospital and 400 Thai 
and foreign customers from ASEAN countries who used the pet service from an animal 
hospital in Muaeng District, Chonburi Province. The instrument for data collection from 
400 customers was questionnaires, asking about personal factors, customer’s behavior, and 
an emphasis on marketing mix which affected the selection of service of the animal 
hospital, and 5 entrepreneurs were interviewed about techniques and management. The 
statistics technique was used for data analysis. 

The findings revealed that the most of the service users were Singaporean female 
customers whose age was in the range of 21 years to 30 years. Their monthly income was 
in the range of THB 20,001 to THB 30,000. They had 1-2 pets.  Most of the customers 
brought their dog to the service for disease prevalence. The frequency they used the 
service was 6.5 times a year. The average cost was 900 baht per each visit. The time they 
went for the service was from four o’clock to eight o’clock on Saturday or Sunday. For 
marketing mix, it was found that the personnel were the factor that affected the buying 
decision the most.  

From feasibility study, it was found that it was feasible to invest in the project of a 
complete animal hospital in order to support customers in ASEAN countries. The 
payback period was 3.30 years, and net present value was 12,382,250 baht. The internal 
return rate was 28%. 

Keywords: Investment, The Small Animal Hospital, Customers from ASEAN Economic 

Community  

 

Introduction and Rationale 

  

At the present time, treatment for dogs and other kinds of pets in Thailand was more 
prestigious, so dogs from abroad come to the animal hospital in Thailand because the 
costs are lower and the quality of the treatment are as good as that of the international 

service.  The service, technology and medicinal skills have been improved and better than 
those of the other countries. When the proportion of the animal hospitals in Bangkok and 
its vicinity and the other provinces has been compared, it is found that in Bangkok and its 
vicinity, there are 623 animal hospitals to provide pet services to approximately one 
million pets belonging to Thai people and foreigners. However, in the other provinces 
there are only 875 of animal hospitals which give services to approximately 4 million 
pets. This is a great opportunity for investment in animals’ healthcare in other provinces 
(Buntita Sapawajit & Chawapa Wattanaprateep, 2012). 

From the information of the animal hospitals’ number of the Area 2 Livestock Office 
(consisting of Chonburi,  Chachoengsao, Rayong, Chanthaburi, Trad, Nakonnayok, 
Prajinburi, Srakaew and Samutprakarn), there are  altogether 326 animal hospitals which 
are registered with Livestock Department and they are classified into different types as 
shown in table 1-1. 

 

Table 1-1: The number of animal hospitals classified into various types in the Area 2 
Livestock Office (the Area 2 Livestock Office) 

 

From the data of Chonburi Livestock Office (2012), it was found that 36 animal nursing 
homes in Muaeng District, Chonburi Province were classified into clinics and hospitals. 
In fact, there were 31 veterinary clinics and 5 animal hospitals.  

It was obvious that in Muaeng District, there were very small number of animal hospitals 
registered with Livestock Department. Therefore, it was a good opportunity for the 
investment of complete small animal hospital to support the increasing number of foreign 
customers. However, most investors who invested in the small animal nursing home, no 
matter it was a clinic or hospital, were veterinarians who were only knowledgeable in the 
treatment of various types of animals, but they had little knowledge in marketing, 
technology, management, and finance. Therefore, we needed to study the feasibility of 
investment in small animal hospital to be the guideline for the investment decisions. In 

Types of animal hospitals 
(units) 

C
h

on
bu

ri
 

C
h

ac
h

oe
n

gs
ao

o 

R
ay

on
g 

C
h

an
th

ab
ur

i 

T
ra

d
 

N
ak

on
na

yo
k

 

P
ra

ji
n

bu
ri

 

S
ra

k
ae

w
 

S
am

ut
p

ra
k

ar
n

 

T
ot

al
 

First Class-outpatient type 97 19 33 12 4 7 7 3 56 238 

First Class-inpatient type with 
fewer than 10 rooms 

10 1 11 - - 2 3 2 10 39 

First Class-inpatient type with 
more than 10 rooms 

13 2 1 - - - 1 - 8 25 

Second Class animal nursing 
home 

5 - 3 6 4 2 3 - 1 24 

Total 125 20 49 19 8 11 14 5 75 326 



The 5th Business, Economics and Communications International Conference, 2015 

539

service.  The service, technology and medicinal skills have been improved and better than 
those of the other countries. When the proportion of the animal hospitals in Bangkok and 
its vicinity and the other provinces has been compared, it is found that in Bangkok and its 
vicinity, there are 623 animal hospitals to provide pet services to approximately one 
million pets belonging to Thai people and foreigners. However, in the other provinces 
there are only 875 of animal hospitals which give services to approximately 4 million 
pets. This is a great opportunity for investment in animals’ healthcare in other provinces 
(Buntita Sapawajit & Chawapa Wattanaprateep, 2012). 

From the information of the animal hospitals’ number of the Area 2 Livestock Office 
(consisting of Chonburi,  Chachoengsao, Rayong, Chanthaburi, Trad, Nakonnayok, 
Prajinburi, Srakaew and Samutprakarn), there are  altogether 326 animal hospitals which 
are registered with Livestock Department and they are classified into different types as 
shown in table 1-1. 

 

Table 1-1: The number of animal hospitals classified into various types in the Area 2 
Livestock Office (the Area 2 Livestock Office) 

 

From the data of Chonburi Livestock Office (2012), it was found that 36 animal nursing 
homes in Muaeng District, Chonburi Province were classified into clinics and hospitals. 
In fact, there were 31 veterinary clinics and 5 animal hospitals.  

It was obvious that in Muaeng District, there were very small number of animal hospitals 
registered with Livestock Department. Therefore, it was a good opportunity for the 
investment of complete small animal hospital to support the increasing number of foreign 
customers. However, most investors who invested in the small animal nursing home, no 
matter it was a clinic or hospital, were veterinarians who were only knowledgeable in the 
treatment of various types of animals, but they had little knowledge in marketing, 
technology, management, and finance. Therefore, we needed to study the feasibility of 
investment in small animal hospital to be the guideline for the investment decisions. In 

Types of animal hospitals 
(units) 

C
h

on
bu

ri
 

C
h

ac
h

oe
n

gs
ao

o 

R
ay

on
g 

C
h

an
th

ab
ur

i 

T
ra

d
 

N
ak

on
na

yo
k

 

P
ra

ji
n

bu
ri

 

S
ra

k
ae

w
 

S
am

ut
p

ra
k

ar
n

 

T
ot

al
 

First Class-outpatient type 97 19 33 12 4 7 7 3 56 238 

First Class-inpatient type with 
fewer than 10 rooms 

10 1 11 - - 2 3 2 10 39 

First Class-inpatient type with 
more than 10 rooms 

13 2 1 - - - 1 - 8 25 

Second Class animal nursing 
home 

5 - 3 6 4 2 3 - 1 24 

Total 125 20 49 19 8 11 14 5 75 326 



The 5th Business, Economics and Communications International Conference, 2015 
   

540

addition, the results of a study would be used to prepare a strategic plan to carry out the 
animal hospital.  

 

The objectives of the research 

To study feasibility of business plan of a complete animal hospital in Muaeng District, 
Chonburi Province in order to support the groups of customers from ASEAN countries. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1: the scope of the research 

 

The research hypotheses 

Hypothesis 1 the service users with different race put an emphasis on marketing mix 
factors differently. 

Hypothesis 2 the service users with different gender put an emphasis on marketing mix 
factors differently. 

Hypothesis 3 the service users with different age put an emphasis on marketing mix 
factors differently. 

Hypothesis 4 the service users with different education put an emphasis on marketing mix 
factors differently. 

Hypothesis 5 the service users with different marital status put an emphasis on marketing 
mix factors differently. 

Hypothesis 6 the service users with different occupation put an emphasis on marketing 
mix factors differently. 

Hypothesis 7 the service users with different monthly income put an emphasis on 
marketing mix factors differently. 

Marketing Feasibility 

Feasibility study  
in business investment 

of the complete small animal hospital 
in Muang District, Chonburi Province

อ ำเภอเมือง จงัหวดัชลบุรี  

Technical Feasibility 

Management Feasibility 
 

Financial Feasibility 

Hypothesis 8 the service users with different number of pets put an emphasis on 
marketing mix factors differently. 

 

The anticipated benefits 

1.The results would be used to be a guideline for the investment decisions for those 
interested in doing business of small animal hospital. 

2.The research would enhance the service models for the animal hospital in Muaeng 
District, Chonburi Province 

 

The scope of the research 

The content scope: The feasibility of the business consisted of 4 aspects: marketing, 
techniques, management 

and finance. 

The population scope: The entrepreneurs of animal hospitals in Muaeng District, 
Chonburi Province and consumers in Thailand and from 9 member countries who brought 
their pets for  treatment to the animal hospital in Muaeng District, Chonburi Province.  

The location scope: The study was on the animal hospital in Chonburi Province. 

The time scope: The period of the study was January to June, 2014. 

 

Theory and related concepts 

In terms of marketing analysis, Thompson & Strickland (1993) had discussed the SWOT 
analysis which included the analysis of strengths, weaknesses in the internal environment 
of the enterprise, opportunity analysis, and threats in the external environment, including 
political, economic, social, technological, environmental, and competitive aspects, and 
etc. This agreed with Siriwan Serirat, and Parin Laksitanonth’s work (2007). 

In term of marketing mix theory (Adul Jaturongkakul,2002) stated that the marketing mix 
consisted of product, price, place (distribution channels), promotion, personnel, process 
and physical features.  

In terms of technical analysis (Yupin Prajuabmoh, 2001), it involved the selection of 
suitable techniques or the project objectives that enabled the businessmen to use the 
resources the most efficiently. Chaiyos Santiwong (1986) stated that technical feasibility 
had the purpose to make access to its ability to develop new systems. It included inputs, 
production process, the location and the condition of the factory, production plan, and 
machinery. 

In the analysis of management, Tongchai  Santichaiwong (1994) said that the 
organization management was to organize a group activity and allocate tasks for 
employees to perform in order to achieve the set objectives. Suratchai Worarat (2005) 
disclosed that the project had two stages: 1. early stage starting from initiation of the 
project to the beginning of the production and 2. operating stage in which the 
entrepreneur studied the matter of format of business unit, the format of internal 
management and staff management.  
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In the financial analysis, Yupin Prajuabmoh (1994) noted that the financial analysis of the 
business plan was to analyze the preparation of the budget for the commercial feasibility, 
return on investment of the project, and estimated budget. Natpanida Inndradevi (1995) 
had focused on the analysis of the benefits or returns on financial projects and expenses 
or the cost of financial project. Jantana Chantaro and Sirijun Tongprasert (1996)  stated 
that the financial study was the analysis of financial compensation or the ability of the 
profitability of the  project which included the payback period (PB), internal rate of return 
(IRR), and net present value (NPV).  

 

Research Methodology 

1. Determination of the sample 

The sample consisted of one entrepreneur of a small animal clinic and 4 entrepreneurs of 
small animal hospital,  and consumers, in Thailand and 10 ASEAN member countries, 
who brought their pets to the animal clinic or  animal hospital in Muaeng District, 
Chonburi Province. Non-probability sampling was used for the sampling and convenience 
sampling was used for calculating the sample size because the number of population was  
unknown. The reliability was determined at 95%, and the error would not exceed 5% 
(Moser and Kalton, 1997). Then, the calculation of the sample size equaled 385 samples 
and for preventing errors, the researcher collected  400 sets which were divided into 100 
sets of Thai customers and 300 sets of foreign customers in the other nine  ASEAN 
member countries. 
2. Stages of inventing research tools 

2.1 Validity: the researcher invented the questionnaires and interviews based on the 
contents from the review of  literature and the questionnaire were taken to 3 experts to 
consider them and determine the validity of the content (Content validity) with the Index 
of item-object congruence (IOC) of Rovinelli & Hambleton (1977). 

2.2 Reliability: the researcher improved the questionnaires and they were tested by 30 
samples (pre-test) and the  coefficient alpha Akron BAC (Cronbach's alpha) was used as 
the statistical tool. 

3. Data collection 

3.1 Primary data: The study was the survey research using questionnaires which asked 
about the factors that  affected the selection of the service from the animal hospital. The 
data were collected from 400 samples that  brought their pets to the animal hospital in 
Muaeng District, Chonburi Province. In addition, in-depth interviews were conducted to 5 
entrepreneurs of animal hospitals in Muaeng District, Chonburi Province.  

3.2 Secondary data were obtained from the study of textbooks, documents, articles, 
principles, theories and related researches in order to determine the scope of research and 
build research tool that covered research objectives. 

4. Data Analysis 

Part 1 General information of the respondents was analyzed by the frequency distribution 
analysis and percentage (Descriptive Statistics). 

Part 2 Information about the behavior of consumers who used the service from the animal 
hospital was analyzed by frequency and percentage (Descriptive Statistics). 

Part 3 The level of marketing mix factors that influenced the choice of using service from 
the animal hospital were studied by using mean and standard deviation to classify each 
aspect. 

Part 4 For Hypothesis testing, two independent samples t-test and one-way analysis of 
variance (ANOVA) were used to test the variables of demographic factors and to test 
whether the marketing mix factors influenced the consumers’ behavior. 
In addition, the researchers analyzed the information concerning techniques and 
management which was derived from interviewing 5 entrepreneurs, and there was also 
the analysis of the payback period, internal return rate and net present value. 

 

The results of the study 

Financial analysis 

The analysis of the financial feasibility of the project was in 10-year-period. The discount 
rate was equal to the opportunity cost which was 15 percent (discount rate was equivalent 
the return on equity: ROE by inquiries from entrepreneurs).The following were the 
analysis of financial feasibility. 

1. The analysis of the payback period (PB: Payback period). 
 

Table 1-2 calculation of the payback period. 

 

Year Investment Cost         Net Cash Flow 
     Cumulative Net Cash 
Flow 

0 3,959,800 
       -

3,959,800 -3,959,800 

1 

 

         
547,007 -3,412,793 

2 

 

1,058,369 -2,354,424 

3 

 

1,668,497 -685,927 

4 

 

2,393,675 1,707,747 

5 

 

3,252,759 4,960,506 

6 

 

4,175,688 9,136,194 

7 

 

5,366,921 14,503,115 

8 

 

6,768,170 21,271,286 

9 

 

8,413,259 29,684,544 

10 

 

10,341,546 40,026,091 

 
Therefore, the payback period of the project equaled =       3  +  685,927      =   3.3  years 
                                       2,393,675 

                       Or the PB equaled 3 years 4 months 
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2. The analysis of net present value (NVP)  

 

Table 1-3 Calculation of net present value and internal rate of return projects 

  

Year Net Cash flow Discount Rate 15% Net Present Value 

0 -3,959,800 1.000 -3,959,800 

1 547,007 0.870 475,658 

2 1,058,369 0.756 800,279 

3 1,668,497 0.658 1,097,064 

4 2,393,675 0.572 1,368,591 

5 3,252,759 0.497 1,617,196 

6 4,175,688 0.432 1,805,265 

 7 5,366,921 0.376 2,017,624 

8 6,768,170 0.327 2,212,527 

9 8,413,259 0.284 2,391,573 

10 10,341,546 0.247 2,556,272 

 16,342,050   

Net Present Value of the project (NPV) was equal to the present value of Net Cash flow 
which 

  was subtracted by the present value of the cash investment.   

    Substitution   NPV =  16,342,050 - 3,959,800 

                   =  12,382,250 

Therefore, net present value of the project equaled 12,382,250 baht.  

3.  Analysis internal rate of return (IRR: Internal Rate of Return) 

 

Table 1-4 Changes in net present value when the changes of revenue and expense 
were determined. 

 

% Changes The Changes in NPV 

Income Expenses 

-10% 6,299,365 16,903,329 

-5% 9,370,662 14,642,789 

0 12,382,250 12,382,250 

+5% 15,393,837 10,121,710 

+10% 18,405,995 7,810,548 

  

Table 1-5 Changes in internal rate of return within the project when the revenues 
and the cost changed. 

 

% Changes Changes in internal rate of return (Percentage) 

income expenses 

-10 % 14 39 

-5 % 21 33 

0 28 28 

+5 % 34 22 

+10 % 41 17 

Internal Rate of Return (IRR) = 28%. 

 

The conclusion of the results of the study 

Marketing Analysis 

Part 1: From the descriptive information about the personal factors of consumers using 
the service from the animal hospital, most respondents were female (61.50 %). To the 
races, Thai people were the majority (25.00 %). To foreign customers, it was found that 
the most foreigners used the service from the animal hospital were Singaporeans (17.75 
%). Consumers in the age range from 21 to 30 years were the majority (55.75 %). To the 
level of education, most had the bachelor's degree (52.25 per cent). To marital status, 
most were single (76.75 %). Most were private company employees (36.25 %). To the 
average income per month, most respondents had 20,001-30,000 baht salary (29.25 %). 
To the number of pets, the most number of the pets the respondents had was 1-2 pets 
(77.25 %). 

Part 2:  From the descriptive information about the behavior of those who used the 
service from the animal hospital, most respondents brought dogs to animals’ nursing 
home  

(59.30 %). For the service frequency, most consumers brought their pets to animal 
hospitals 6.5 times per year. For the average cost, most spent 900 baht per each visit. 
Most consumers brought the pets to the veterinarian hospital on Saturday & Sunday 
(50.25 %). The time that most service users visited the animal hospital was 16:01 to 20:00 
(39.25 %). Most service users had the veterinarian treat their pets with the common 
diseases (25.45%).  

Part 3:  For descriptive information about the importance of marketing mix factors that 
influenced the selection of service from the animal hospital, the findings revealed that 
service users generally focused on human resources primarily (4.16), and this was 
followed by the service process (4.02), price (3.98), place (3.96), the physical aspect of 
their organization (3.92), promotion (3.76), and the product (3.71), respectively. 

Part 4: Hypothesis testing was done by analyzing the relationship between personal 
factors and marketing mix factors. The results were as follows: 

Hypothesis 1: Service users with a different sex had no difference in the marketing mix in 
all aspects.  
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Hypothesis 2:  Service users with different races had no difference in the marketing mix 
in all aspects.  

Hypothesis 3: Service users at different ages had no difference in the marketing mix in all 
aspects.  

Hypothesis 4: Service users with different levels of education in the marketing mix in all 
aspects, except for the location or place. 

Hypothesis 5:  Service users with a different marital status had no difference in the  
marketing mix in all aspects, except for the personnel. 

Hypothesis 6: Service users who had different professions had no difference in the the 
marketing mix in all aspects, except for the personnel. 

Hypothesis 7: Service users with different total income per month had no difference in the 
marketing mix in all aspects (place) except for the place. 

Hypothesis 8: Service users with different number of pets had no difference in the 
marketing mix in all aspects. 

Technical Analysis 

For the location (place) of the complete small animal hospital, it was two units of 
commercial buildings with living space of 800 square meters, located on Sukhumvit 
Road, Huaykapi Sub-district, Muaeng District, Chonburi Province. Because of its 
population, that neighborhood was crowded and was a large urban community.  There 
were a lot of houses located on Sukhumvit Road which was the main road which enabled 
the service users had easy access to the service area, and there was only one animal 
hospital in that area. 

Management Analysis 

The Small Animal Hospital was operated by a sole proprietor. The services included the 
treatment and prevention for diseases, technical diagnosis, providing shelters (hotels) / pet 
sitting, pet hair grooming, food and pet supplies. The hospital opened 24 hours and it was 
in the format of the organization and had human resource management plans in which 
qualifications and responsibilities of each position were determined clearly. The positions 
in the organization consisted of general manager, veterinarians, special veterinary 
specialists, Veterinary assistants, laboratory staff, and staff for hair grooming, etc. 

Financial Analysis 

It was concluded that the project was worth investing. The payback period was less than 
four years, which was faster when it was compared to the life of the project which was 10 
years old and the net present value was positive. In addition, the internal rate of return of 
the project was greater than the opportunity cost of investing. For the sensitivity analysis 
of the project, when there were changes in any situations including the revenue, cost and 
the discount rate, the net present value of the project was still positive. Moreover, the 
internal rate of return of the projects had more value than the life of the project. 
Consequently, it was concluded that in all cases, the project was worthwhile to invest. 

 

 

 

Discussion 

From the marketing analysis on the behavior of the service users of the animal hospital, it 
was found that most respondents brought dogs to use the service. The period of service 
most service users visited the hospital was 16:01 to 20:00 p.m., and common diseases 
were the problems found most in their pets. These findings were consistent with the 
findings of Waralchanapattra Srinualchai (2011) who found that the majority of 
customers brought the dogs for the veterinary services, and 16:01 to 21:00 p.m. was the 
time most service users visited the animal hospitals, and most consumers brought their 
pets for common diseases. These findings were also consistent with Sontaya Khuanpetch 
(2008) who found that most consumers brought their dogs to the hospital for treatment of 
common diseases and they purchased pet food and products. From the analysis of 
marketing mix factors, it was found that customers found that they put the emphasis on 
every factor at the high level. This is consistent with Manita Viriyasiri (2001) who found 
that consumers focused on the marketing mix in an animal nursing home at the high level 
in only five aspects including the physical environment, price, service processes, 
products, and the distribution channels (place).  However, the findings of the two aspects 
were not consistent with this study because Manita found that the consumers put an 
emphasis on staff providing the services at the very high level and they put an emphasis 
on the promotion and marketing at the moderate level. 

In the financial analysis, it was found that the required rate of minimum return or the 
opportunity cost of the project was 15 percent. This rate was also used for the discount 
rate. The project had a payback period of 3.30 years or three years and four months, and 
the net present value of the project was12,382,250.  In addition, the internal rate of return 
of the project was 28 %. It could be concluded that the project was feasible to invest. 
Unlike Prasert Sirirattanachaikul (2003), his findings revealed that it was feasible to 
invest because from the analysis of the internal rate of return, it equaled 25.52 % and the 
payback period was 6.57 years while the returns of the net present value (NPV) was 
positive and it was 28,617,648.84 baht. The designated project life was 15 years. The 
results of this study were also different from those of Arun Navysiri (2008) who found 
that financial compensation was 22.5 % of gross profit with a total investment of 530,000 
baht, and the payback period was 3 years and 1 month.  In addition, the rate of return was 
40 percent from the investment cost and the return was three years.  When comparing 
different animal hospitals, the researcher found that the internal return rate and the 
payback period were different hospitals because these animal hospitals had different 
initial investments. Therefore, the investment cost of each project was different. 
Moreover, the discount rate used to calculate the net present value or NPV of each project 
was different, so the net returns of each period were not equal in different periods. The 
differences of the payback period and the internal rate of return were also caused by the 
fact that the animal hospitals provided different services and charged the consumers with 
different rates. Hence, the return and payback period were different.  
 

The suggestions from the study 

For marketing, it was found that the respondents brought the pets to the service of the 
animal hospital on Saturday and Sunday, and the time they visited the hospital was from 
16:01 to 20:00 pm. Consequently, during the days and period that were mentioned, there 
should be more veterinarians than the other days and periods in order to provide the 
services to its customers thoroughly and quickly. The subjects also put an emphasis on 
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Discussion 
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the hospital veterinarians. Investors should select veterinarians who were reliable and 
expert in healing in order to make the customers have confidence in the hospital. 
Therefore, entrepreneurs should determine higher salary levels to the veterinarians than 
the salary offered in the veterinary market and should increase the veterinarians’ salary 
every year. From the hypothesis testing, it was found that consumers with racial 
differences had no difference in the marketing mix, so the animal hospital should give 
priority to the customers of all nationalities. In addition, the animal hospital entrepreneur 
should follow the guidebook entitled "The Standard of Animal Hospital in Thailand" to 
build confidence in their veterinary services to the public, both for Thai people and 
foreigners.  

For financial aspect, entrepreneurs or veterinarians interested in investing in complete 
small animal hospital should control the budget or capital to follow the planned budget. 
The capital which was much or little depended on the purposes of establishing an animal 
hospital and the size of the animal hospital. The capital would include the cost of the 
interior design and office equipment. If the entrepreneur didn’t control the initial 
investment, the project might have a payback period later than the estimated time. 

 

Suggestions for further studies 

1. For technical aspect, there should be a study of the technical aspects of building 
construction whose condition was the small animal hospital or clinic. This will help to 
plan the layout of the small animal hospital to be able to exploit the full potential of the 
area. This is better than improving the commercial building to be the animal hospital.  

2. In this study, the researcher has not studied the financial risk in many aspects. The 
assumptions should include financial risk aspects, such as the increase in rental rates or 
the escalation of initial investment. Therefore, in the next studies, there should be the 
analysis or consideration of the mention issues. 
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ABSTRACT 
This study was conducted to determine the correlation of the academic performance of B. 
S. in Accountancy graduates of Imus Institute in terms of GPA/mean ratings in CPA 
Board examination subjects taken in their undergraduate studies and the CPA Board 
examination ratings. The study focused on the graduates of B. S. in Accountancy for the 
period of 2008 to 2012 and first time takers of CPA Board examination for the same 
period. The whole population with a total of sixty-two (62) has been studied. Mean 
ratings of academic performance ratings and CPA Board examination ratings were 
distributed in seven categories: excellent, superior, very good, good, fair/passing, poor, 
and very poor. Pearson Product Moment Correlation was used to determine the 
relationship of the academic performance and CPA board examination ratings of the 
graduates. The result of the study revealed that except for Auditing Theory and Practical 
Accounting 2, academic performance was found to be correlated with the result of the 
CPA Board examination. The researcher recommend that the College of Accountancy can 
successfully master the education process of preparing the student for the board exam 
through proper monitoring of the grades of the students through one-one one regular 
feedback mechanism, continuously implement the strict compliance of the retention 
policy, get feedback from the graduates who took the CPA Licensure Examination in 
order to further enhance the program, continuously conduct regular faculty performance 
evaluation and feedback the results of the evaluation to the faculty and update and 
upgrade the competency of the faculty by providing them seminar in campus and off-
campus.  

 
Keyword/s: Academic Performance, CPA Board Examination Ratings 

 
1. Introduction 

As a profession, accountants play an important role in all societies. In the Philippines, the 
Commission on Higher Education (CHED) was mandated  by Republic Act No. 7722, 
otherwise as the “Higher Education Act of 1994”, to administer tertiary education 
including accounting education. Accordingly, the purpose is to locally adopt the 
International Education Standards in Accounting Education as prescribed by the 
International Federation of Accountants. At present, accounting educators of the 
Philippines pose a substantial concern for globalization of services. There will be a free 
flow of services among countries and so with professional services. Due to increasingly 
importance of human services, an appropriate move has to be done in order to stress 
greater impact and promotion of accounting education for globalization. 
 
The Professional Regulation Commission (PRC), a Philippine government agency that 
regulates the practice of professionals, plays a significant role in assessing accountants for 
practice through Board Examinations. The commission must live up with the end users’ 
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expectations. Every board examinations, there are candidates that failed. Although this is 
an accepted reality, questions on what seems to be the cause of failures in the board 
examination are solicited. Statistics from PRC shows that less than half of the accounting 
Certified Public Accountants’ candidates pass the licensure examination which call to 
assess the aspects that greatly influence the performance of the examinees. 
 
Imus Institute’s overall performance for the last five years was always above the national 
passing percentage.  But what seems to be the relationship of their academic performance 
to the results of the CPA board examinations must be research – based and therefore this 
investigation was conducted to derive the findings to be used as basis in order to maintain 
or improve the institution’s accountancy graduates performance in CPA Board 
Examination. 
 

2. Conceptual Framework 
This study applied the research theory of Banluta (2013) that the academic performance 
of a graduate in the subjects which are part of the board examination can serve as basis in 
predicting performance in the licensure examination. If a graduate perform well in 
academic subjects representing board subjects then one will likely be having high ratings 
in the same subjects in the licensure examination result. 
 
Figure 1 present the working paradigm of the study. The diagram shows the relationships 
between the independent variable, the dependent variable, and the expected output of the 
study. 
 
The independent variable includes   the academic ratings of the graduates in professional 
subjects. 
 
The dependent variable includes the performance ratings of the graduates in the CPA 
board examination. 
  

2.1 Conceptual Paradigm 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The professional subjects will be categorized in accordance to the college curriculum. The 
independent variables are recognized to explain the results on the performance in BSA 
licensure examination. 
 
Previous studies have shown GPA to be a significant factor in predicting CPA exam 
success. In predicting CPA exam success, Reilly and Stettler focused on candidate’s 
overall academic record. Dunn and Hall used accounting GPA. According to Titard 
(1989), candidates with a higher GPA have greater success on the CPA exam. The study 
conducted by Kapoor (1992) revealed that there is a positive association between GPA in 
accounting and professional examination performance. Navarro, et al (2011) state that 
academic performance is a significant predictor of performance in nursing board 
examination. According to Banluta (2013), there is a substantial relationship between the 
academic achievement and the electronic engineering board examination rating. 
 

3. Statement of the Problem 
This study aims to find the correlation of the academic performance and CPA board 
examination ratings of Imus Institute's Bachelor of Science in Accountancy graduates of 
2008 – 2012. 

Specifically, answers to the following questions are sought: 
1. What is the percentage performance of Accountancy graduates who took the CPA 

board examinations from 2008 to 2012? 
2. What is the level of academic performance of the B. S. in Accountancy graduates? 

Dependent Variable 
Performance Ratings in the CPA 
Board Examination 

1. Theory of Accounts 
2. Business Law & Taxation 
3. Management Advisory 

Services 
4. Auditing Theory 
5. Auditing Problems 
6. Practical Accounting 1 
7. Practical Accounting 2 

Expected Output 
1. Improved Performance in the 

CPA Board Examination 
2. High Percentage of Passers 

Independent Variable 
Performance in Professional Subjects 

1. Theory of Accounts: International 
Accounting & Theory of Accounts 

2. Business Law & Taxation: Law on 
Obligations and Contracts, Law on 
Negotiable Instruments, Sales, Agency, 
Labor and Other Commercial Laws, 
Business and Tax Laws, Income 
Taxation, Business &Transfer Taxes 
and Tax Planning 

3. Management Advisory Services: 
Management Accounting, Management 
Consultancy Services and Financial 
Management 

4. Auditing Theory: Auditing and 
Assurance Services, Auditing in CIS 
Environment 

5. Auditing Problem:  Applied Auditing, 
Internship 

6. Practical Accounting 1:  Fundamentals 
of Accounting Part 1 & 2 , and 
Financial Accounting Theory and 
Practice 

7. Practical Accounting 2:  Cost 
Accounting & Cost Management, 
Advanced Accounting Part 1 & 2 and 
Accounting for Governmental, Not-for-
Profit Entities & Specialized Industries 
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3. What is the level of performance in the CPA Board examination of B. S. in 
Accountancy graduates?  

4. What are the mean ratings of graduates in the academic performance and CPA 
board examination per year level from 2008 to 2012? 

5. Is there a significant relationship between the mean ratings of the academic 
performance and CPA board examination per year level from 2008 to 2012? 

6. What are the mean ratings of graduates in the academic performance and CPA 
board examination per subject from 2008 to 2012? 

7. Is there a significant relationship between the mean ratings of the academic 
performance and CPA board examination per subject from 2008 to 2012? 

 
4. Hypothesis 

Ho: r = 0 (There is no relationship between academic performance and CPA Board 
Examination) 
Ha: r = 0 (There is significant relationship between mock board examination and CPA 
Board Examination) 
 

5. Scope and Limitation 
The study covers the graduates of school year 2008 to 2012. The academic performance 
ratings were taken from the transcript of records of the graduates representing CPA board 
subjects. The first timers CPA Board examination ratings were used by the researcher on 
this study.    
 

6. Significance of the Study 
The results of the study will be beneficial to the following: 
 
Teachers. The results will serve as their guide in enhancing and developing the delivery 
of the lessons to the students. 
 
Students. The students will be more concern of not only getting the required grade in the 
retention program but to aspire higher on what is required. 
 
Management. Findings in this study will be used in planning and decision making to 
improve the accountancy program in response to the needs of the students and industry. 
 
Future Researches. Through the results of this study, future researches may conduct 
further studies related to the Accountancy Program and Accountancy profession. 
 

7. Definition of Terms 
The terms used in this study are conceptually and operationally defined. 
 
Academic Performance. A value calculated as the average ratings of all the college 
subjects categorizes as Theory of Accounts, Business Law & Taxation, Management 
Advisory Services, Auditing Theory, Auditing Problems, Auditing Problems, Practical 
Accounting1 and Practical Accounting 2. 
 
Board Examination Performance. A value calculated as the rating of an examinee in the 
CPA Licensure Examination from the individual ratings of the board examination 
subjects. 

 
Licensure Examination. This is the examination administered by the PRC in order for the 
graduates to practice their profession.  
 

8. Methodologies and Procedures 
8.1 Research Design 
This study used the descriptive-correlational method employing the quantitative 
approaches. This method of research design is founded on the assumption that reality is 
best described as a network of interacting and mutually-causal relationship (Davis, 2004). 
Correlation was performed to determine the relationship of academic performance ratings 
to CPA board examination ratings. 
 
8.2 Respondents 
Out of sixty-four (64) accountancy graduates of Imus Institute for the period 2008 to 
2012, sixty-two (62) took the CPA board examination during the same period constituted 
the population of the study. They are distributed as follows 10 (2008), 14 (2009), 16 
(2010), 10 (2011) and 12 (2012). Re-takers of the CPA Board Examination were 
excluded in the study. 
 
8.3 Data Gathering Procedure 
The academic performance was taken from the examinees’ transcript of records file of the 
College Registrar. The CPA board examination results were requested from the 
Professional Regulation Commission (PRC) through the help of the College Registrar. 

 
8.4 Statistical Tools Used 
The following statistics were employed in the analysis of the data gathered. 

1. Percentage  
2. Mean of the Academic Performance 

In taking the academic rating, all subjects categorized as board subjects in the 
Bachelor of Science in Accountancy curriculum were averaged. Performances 
measured in terms of their academic grades were presented as follows: 
 

GRADES / RATING VERBAL DESCRIPTION 
97 – 100 Excellent 
91 – 96 Superior 
85 – 90 Very Good 
80 – 84 Good 
75 – 79 Fair / Passing 
65 – 74 Poor 

64 and below Very Poor 
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3. Mean of Board Examination Ratings 
The available data from the PRC of licensure examination subject were averaged. 
Also the board examination performances were classified in accordance below: 
 

GRADES / RATING VERBAL DESCRIPTION 
97 – 100 Outstanding 
91 – 96 Superior 
85 – 90 Very Good 
80 – 84 Good 
75 – 79 Fair / Passing 
65 – 74 Poor 

64 and below Very Poor 

 
4. Weighted Mean 
5. Pearson Product – Moment Correlation Coefficient 

Pearson Product – Moment Correlation Coefficient, introduced by Karl Pearson in 
1901, was used in this study to established relationship between independent and 
the dependent variable. 

 
9. Results and Discussion 

9.1 Percentage Performance of Accountancy Graduates who took the CPA board 
examination from 2008 to 2012 

Table 1 presents the percentage performance of Accountancy graduates who took the 
CPA board examinations from 2008 to 2012. It shows that there sixty- four (64) graduates 
of Accountancy from 2008 to 2012. Sixty-two (62) took the CPA board examination. 
Forty-six (46) or 74.19% passed the examination; nine (9) or 14.52% got a conditioned 
rating; seven (7) or 11.29% failed in their first attempt. The results of the CPA Board 
examination from 2008 to 2012 are always above the national passing percentage. 

 
 

Table 1 
Details of CPA Licensure Examination Performance (First Timers) 

Year 
Graduated 

Number 
of 

Graduates 

Number 
of Takers 

Examination Results 
Passing 

Percentag
e 

National 
Passing 

Percentage 
(Average per 

year) 

Failed 
Conditiona

l 
Passers 

2008 12 10 3 0 7 70.00% 31.95% 
2009 14 14 1 4 9 64.29% 35.28% 
2010 16 16 0 5 11 68.75 43.94% 
2011 10 10 1 0 9 90.00% 44.10% 
2012 12 12 2 0 10 83.33% 42.66% 
Total 64 62 7 9 46 74.19%  

Percentage  96.88 11.29% 14.52% 74.19%   

 
9.2 Academic Performance of Accountancy graduates in Professional Subjects 
Table 2 shows that most of the graduates got 85% to 90% academic ratings with verbal 
description of very good. All of the graduates got 85% to 96% or “very good and 
superior” in Management Services compared to other subjects.  
 

Top three in the subjects with the highest number of graduates who got “very good to 
excellent” were Management Services, Auditing Theory and Business Law and Taxation. 
This only shows that graduates performed well in these subjects.  
 
Of the seven subjects, top three with the lowest number of graduates who got “very good 
to excellent” in academic subjects were Auditing Problems, Practical Accounting 1 and 
Theory of Accounts. These subjects cover financial accounting and reporting theory and 
practice and auditing standards. Graduates encountered difficulty in these subjects. 
 

Table 2 
Level of Academic Performance of the B. S. in Accountancy graduates in Professional Subjects 
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A 
R 
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Frequency T 
O 
T 
A 
L 

% 
T 
O 
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% 
B 
L 
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% 
M 
S 

% 
A
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% 
A
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% 
P 
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% P2 % 

97-100 Excellent   1 1.6           1 .23 
91-96 Superior 19 31 1 1.6 3 5 4 6 6 10 6 10 9 15 48 11.06 

85-90 
Very 
Good 

34 55 57 92 59 95 56 90 37 60 41 66 45 73 329 75.81 

80-84 Good 9 14 3 4.8   2 3 19 30 15 24 8 12 56 12.90 

75-79 
Fair/ 

Passing 
                

65-74 Poor                 
Below 

64 
Very Poor                 

  62 100 62 100 62 100 62 100 62 100 62 100 62 100 434 100 

 
Legend: TOA = Theory of Accounts, BLT = Business Law and Taxation, MS = 

Management Services, AT=Auditing Theory, AP=Auditing Problems, 
P1=Practical Accounting 1, P2=Practical Accounting2 

Description: Very Poor = 64 and below; Poor = 65-74; Fair/Passing= 75 to 79; Good = 80 
to 84; Very Good = 85 to 90; Superior = 91 to 96; Excellent = 97 to 100. 

 
9.3 Performance in the CPA Board examination of Accountancy graduates 
Table 3 shows that Auditing Problems, Theory of Accounts and Practical Accounting 1 
registered most number of passers with thirty (30), twenty-two (22) and nineteen (19) 
examinees got “very good to excellent”  with ratings between 85% to 100%. Graduates 
performed well in Auditing Problem in the actual CPA Board Examination. Interview 
with the graduates revealed that the actual examination in Auditing Problems and 
Practical Accounting 1 were easier than the examinations they encountered in 
undergraduate. While the practice of the school of giving separate examinations for 
theories and their practice in Practical Accounting 1 requires understanding of concepts 
helps them in Theory of Accounts. 
 
Of the seven subjects, Business Law and Taxation registered the highest number of 
graduates who did not perform well in the licensure examination with twenty-one (21) 
graduates who got 74% and below, this was followed by Auditing Theory and Practical 
Accounting 2, both registered sixteen (16) graduates who got “poor to very poor” in CPA 
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Board examination. As per inquiry with the takers, Business Law and Taxation and 
subjects in theories were the least subject that is being studied in the actual review.  Most 
of the CPA candidates focused in problem solving subjects. For the graduates, Practical 
Accounting 2 is very hard because it covers a lot of topics. The four-year curriculum of II 
also does not include a review for this subject. Unlike for other subjects, like Practical 
Accounting 1 and Theory of Accounts, that whether they like it or not they have to review 
when they took the Auditing Problem subject. 
 

Table 3 
Level of Performance in the CPA Board Examination of B. S. in Accountancy Graduates 
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97-100 Excellent 0 0 0 0 2 3 0 1 3 5 0 0 1 2 6 1 
91-96 Superior 2 3 4 6 4 6 1 2 12 19 11 18 2 3 36 8 

85-90 
Very 
Good 

20 32 11 18 13 21 7 11 15 24 8 13 16 26 90 21 

80-84 Good 18 29 11 18 15 24 23 37 20 32 16 26 12 19 115 26 

75-79 
Fair/ 

Passing 
11 18 15 24 14 23 15 24 6 10 16 26 15 24 92 21 

65-74 Poor 8 13 13 21 12 19 14 23 4 6 7 11 8 13 66 15 
Below 

64 
Very Poor 3 5 8 13 2 3 2 3 2 3 4 6 8 13 29 7 

  62 100 62 100 62 100 62 100 62 100 62 100 62 100 434 100 

 
Legend: TOA = Theory of Accounts, BLT = Business Law and Taxation, MS = 

Management Services, AT=Auditing Theory, AP=Auditing Problems, 
P1=Practical Accounting 1, P2=Practical Accounting2 

Description: Very Poor = 64 and below; Poor = 65-74; Fair/Passing= 75 to 79; Good = 80 
to 84; Very Good = 85 to 90; Superior = 91 to 96; Excellent = 97 to 100. 

 
9.4 Mean Ratings  of  Academic Performance  and  CPA Board Examination of 

Graduates from  2008 to 2012 
Table 4 presents the comparison of the mean ratings obtained by the graduates from 2008 
to 2012 in the academic performance and the CPA board examination. It shows that the 
general mean obtained in the academic performance was 87.04 and in the CPA board 
examination was 79.47 described as “very good” and “fair/passing” respectively. It shows 
that in general, academic mean ratings of 85 to 90 will result to 75 to 79 passing 
percentage in the CPA board examination. 
  

 
Table 4 

Comparison of Academic Performance  and CPA Board Examination Results 2008-2012 Graduates 

Year 
Academic 

Performance Ratings 

Academic 
Performance 
Description 

CPA Board 
Examination 

CPA Board Examination 
Description 

2008 86.37 Very Good 78.43 Fair/Passing 

2009 87.01 Very Good 78.85 Fair/Passing 

2010 88.39 Very Good 82.59 Good 

2011 86.61 Very Good 79.33 Fair/Passing 

2012 86.80 Very Good 78.17 Fair/Passing 

General Mean 87.04 Very Good 79.47 Fair/Passing 

 
Description: Very Poor = 64 and below; Poor = 65-74; Fair/Passing= 75 to 79; Good = 80 

to 84; Very Good = 85 to 90; Superior = 91 to 96; Excellent = 97 to 100. 
 
9.5 Relationship of Academic Performance (AP) Ratings  with  CPA Board 

Examination Ratings 
Except for year 2012, statistical data in Table 5 showed that there is a significant 
relationship between the academic performance and the CPA board examination results t 
- computed value of 3.640, 4.833, 11.580 and 2.348 respectively which were all greater 
than the tabular value of 1.633, 1.812, 1.746 and 1.812 from 2008 to 2011 respectively. 
 

Variables Paired Pearson r Coefficient T-Computed Value Tabular Value Remarks 
AP - CPA Board 

2008 
.4406 3.640 1.633 SR 

AP - CPA Board 
2009 

.546 4.833 1.812 SR 

AP - CPA Board 
2010 

.8421 11.580 1.746 SR 

AP - CPA Board 
2011 

.3018 2.348 1.812 SR 

AP - CPA Board 
2012 

.1117 .834 1.782 NSR 

 
Legend:  AP – Academic Performance; SR – Significant Relationship; NSR – No 
Significant Relationship 
 
9.6 Mean Ratings of Academic Performance Ratings per Subject and CPA Board 

Examination Ratings per Subject from 2008 to 2012 
Table 6 presents the comparison of the mean ratings obtained by the graduates from 2008 
to 2012 in the academic performance and the CPA board examination per subjects. It 
shows that the academic ratings and CPA board examination registered a general mean 
rating of 87.04 and 79.36 with description of very good and fair/passing respectively. 
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Table 6 

Mean of Academic Performance Ratings and CPA Board Examination Ratings per Subject 2008 to 2012 

SUBJECTS 
Academic 

Performance 
Ratings 

Academic 
Performance 
Description 

CPA Board 
Examination 

CPA Board Examination 
Description 

Theory of Accounts 87.02 Very Good 80.51 Good 

Business Law & Taxation 87.10 Very Good 76.20 Fair/Passing 

Management Services 88.74 Very Good 79.92 Fair/Passing 

Auditing Theory 86.59 Very Good 77.87 Fair/Passing 

Auditing Problem 85.72 Very Good 83.58 Good 

Practical Accounting 1 86.77 Very Good 79.48 Fair/Passing 

Practical Accounting 2 87.30 Very Good 77.98 Fair/Passing 

General Mean 87.04 Very Good 79.36 Fair/Passing 

 
Description: Very Poor = 64 and below; Poor = 65-74; Fair/Passing= 75 to 79; Good = 80 

to 84; Very Good = 85 to 90; Superior = 91 to 96; Excellent = 97 to 100. 
 
9.7 Relationship of Academic Performance ratings per Subject with CPA Board 

Examination Ratings per Subject 
Except for Auditing Theory and Practical Accounting 2, statistical data in Table 7 showed 
that there is a significant relationship between the academic performance and the CPA 
board examination results t - computed value of 7.591, 11.326, 9.223, 1.902, and 6.369 
respectively which were all greater than the tabular value of 1.674. 
 

Variables Paired 
Pearson r 

Coefficient 
T-Computed Value Tabular Value Remarks 

Theory of Accounts 
AP-CPA Board 

2008-2012 
.7153 7.591 1.674 SR 

Business Law & Taxation 
AP-CPA Board 

2008-2012 
.8366 11.326 1.674 SR 

Management Services 
AP-CPA Board 

2008-2012 
.7793 9.223 1.674 SR 

Auditing Theory 
AP-CPA Board 

2008-2012 
.0396 .293 1.674 NSR 

Auditing Problems 
AP-CPA Board 

2008-2012 
.2484 1.902 1.674 SR 

Practical Accounting 1 
AP-CPA Board 

2008-2012 
.6515 6.369 1.674 SR 

Practical Accounting 2 
AP-CPA Board 

2008-2012 
.1457 1.069 1.674 NSR 

Legend:  AP – Academic Performance; SR – Significant Relationship; NSR – No 
Significant Relationship 
 

10. Conclusions 
Based from the findings of the study the following conclusions are given: 
1. The results of the CPA Board examination from 2008 to 2012 are always above the 

national passing percentage. 
2. Top three with the lowest number of graduates who got “very good to excellent” in 

academic subjects were Auditing Problems, Practical Accounting 1 and Theory of 
Accounts. These subjects cover financial accounting and reporting theory and practice 
and auditing standards. Graduates encountered difficulty in these subjects.  All the 
graduates got a 85% to 96%  or “very good and superior” in Management Services 

3. Of the seven subjects, top three with the highest number of graduates who did not 
perform well in the licensure examination were Business Law and Taxation, Auditing 
Theory and Practical Accounting 2.   

4. It shows that the general mean ratings per year of academic performance from 85 to 90 
describe as very good resulted to 75 to 79 passing percentage in the CPA board 
examination described as fair or passing.  The college grading system is not a zero 
based. A transmutation table is being used wherein a zero (0) score will have a 50% 
equivalents. A student who will get a grade of 75 in zero base will have an equivalent  
of 87.50% 

5. Except for 2012, there is a significant relationship of academic performance ratings 
with CPA board examination per year from 2008 to 2012. 

6. The comparison of the mean ratings obtained by the graduates from 2008 to 2012 in 
the academic performance and the CPA board examination per subjects shows that the 
academic ratings and CPA board examination registered a general mean rating of 
87.04 and 79.36 with description of very good and fair/passing respectively  

7. Except for Auditing Theory and Practical Accounting 2, there is a significant 
relationship between the academic performance and the CPA board examination 
results. This finding rejected the null hypothesis that there are no relationship between 
the academic performance and CPA Board Examination. A successful result in CPA 
board exam can be predicted by the academic performance. 

 
 

11. Recommendations 
Based on the results of the study, the researcher recommended the following: 
1. Get the feedback from the graduates who took the CPA Licensure Examination in 

order to maintain and further enhance the current performance of the CPA Board 
examination ratings which is above the national passing percentage. 

2. Another study can be conducted to determine the factors that made all the graduates 
got an 85% to 96% or “very good and superior” in Management Services. 

3. Comparison and alignment of the College of Accountancy’s syllabi contents against 
the CPA Syllabi of Business Law and Taxation, Auditing Theory and Practical 
Accounting 2 to determine if all the topics are being covered in the undergraduate 
course. 

4. Disseminate to the BSA students the result of the study that a grade of 85 to 90 per 
cent in academic rating will most probably result to 75 to 79 per cent in the actual CPA 
board examination. 

5. Strict implementation of the retention policy must be observed at all times. 
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6. Another study can be made to determine the factors that made Auditing Problems and 
Theory of Accounts registered a CPA Board Examination mean rating of 83.58% and 
80.51% respectively which were the top two mean ratings among the seven subjects. 

7. Proper monitoring of the grades of the students through regular feedback mechanism. 
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ORGANIZATIONAL CULTURE OBSERVED AND PREFERRED:  FACTOR 
FOR EFFECTIVE PERFORMANCE  

 

Concepcion C. Libuit 

College of Education, Arts and Sciences 

 

Introduction 

Organizations constitute  persons  who work together for  the  attainment of a purpose.  
They are people   who  interact with one another in an organized way ( Von Glinow, 2012). 
This  organized interaction and interrelationship  needs communication, collaboration , and 
coordination  to achieve organizational  objectives.  In  the organization, members  should 
know  what they are trying to achieve.    This can be seen and read in the institution’s vision 
and mission statement. 

An educational institutional institution  has it own organizational behavior system. This 
system consists  of  the school’s philosophy, vision, mission, core values,, goals, type of 
leadership, communication, group dynamics and the nature of both formal and informal 
organizations. 

When  a person  enters  an  organization, he  brings  with  him  his own goals,  values, 
beliefs, attitudes, skills  and abilities.  These values and beliefs are not sufficient to help 
persons succeed in the organization. The person will stay in the  organization if his goals 
jibe with the latter..  Organization  can function efficiently when  people in the organization 
have shared values (Gibson, Ivancevich and others, 2006) .  An important  value of a person  
will serve as a basis of his behaviour in all situations. 

In a research conducted by L.M. Lesmen and others( 2004) the result  showed  that culture 
provides and encourages a form of stability and a sense of organizational identity.   Persons 
in the organization sharing  core values  showed a strong culture.  A strong culture becomes 
a strong influence in the behaviour of a person (Fisher, 1996). Organization’s culture serves 
as a control system on person’s behaviour; binds people together and makes them feel 
important. People  will know what  the  organization expects  from them.  Because 
organizational culture involves shared expectations, values and attitudes the organizational 
processes, individuals and groups are influenced by such  (Gibson, et.al, 2006).  If customer 
service is important in the culture, then people in the organization is expected to adopt this 
behaviour. A feeling of stability as well as  organizational identity is provided by  
organization’s culture. An  example of  a company which projects  stability  is Walt Disney.  
Individuals  would like to join  and feel proud to be a part of  the Disney team.  

Luthans(2011)  citing Edgar Schein(1985)  defines organizational culture as a :” pattern of 
basic assumptions-invented, discovered, or developed by a given group as it learns to cope 
with the problems of external adaptation and internal integration- that has worked will 
enough to be considered valuable and therefore to be taught to new members as the correct 
way to perceive, think, and feel in relation to those problems .” 

Important characteristics of  organizational  culture  are  agreed  upon  by  authors  like  
Luthans, McShane,  Robbins  and Gibson. These  are: (1) observed behavioural regularities- 
when organizational participants interact with one another, they use common  language, 
terminology, and rituals related to deference and demeanor; (2)  norms – standards of 
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behaviour. A feeling of stability as well as  organizational identity is provided by  
organization’s culture. An  example of  a company which projects  stability  is Walt Disney.  
Individuals  would like to join  and feel proud to be a part of  the Disney team.  

Luthans(2011)  citing Edgar Schein(1985)  defines organizational culture as a :” pattern of 
basic assumptions-invented, discovered, or developed by a given group as it learns to cope 
with the problems of external adaptation and internal integration- that has worked will 
enough to be considered valuable and therefore to be taught to new members as the correct 
way to perceive, think, and feel in relation to those problems .” 

Important characteristics of  organizational  culture  are  agreed  upon  by  authors  like  
Luthans, McShane,  Robbins  and Gibson. These  are: (1) observed behavioural regularities- 
when organizational participants interact with one another, they use common  language, 
terminology, and rituals related to deference and demeanor; (2)  norms – standards of 
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behaviour and guidelines on how  much work to do; (3) dominant values- major values 
which organization advocates and expects participants to share; (4) philosophy- policies 
which set forth the beliefs about how  employees and custoners are to be treated; (5) rules- 
strict guidelines related to getting along in the organization; (6) organizational climate- the  
overall “feeling” that is conveyed by the physical layout, the interaction of the participants, 
and the way members of the organization conduct  themselves . 

There are four  organization culture types   cited by Gibson,et al (2006) namely: (1)  
bureaucratic  (hierarchical) culture:  this culture emphasizes rules, policies, procedures, 
chain of command and centralized  decision making;.  has stability and control ; highly 
structured and a formal place to work; personnel wants security and predictability. Some 
individuals  like certainty, hierarchy and strict organization of such an organization;  (2) 
collaborative (clan) culture:  in this culture individuals consider themselves  to be a  part of 
the working family, follow  tradition s and rituals,   and have teamwork and  spirit; they 
look at the working place as  an open and friendly place to work, a  place as  an extended 
family; with strong group loyalty;  participation and consensus exist; heads are parental 
figures, employees help each other and celebrate successes together.  (3) Entrepreneurial 
(adhocracy) culture: in this culture  employees  are innovative, with creativity and 
enterprising, committed to experimentation and different thinking, growth is  a long-term 
emphasis; employees understand dynamic change; individual initiatives and autonomy.  (4) 
Compete (market) culture: this culture  focuses on job completion, presence of competitive 
action in attaining goals and targets; heads of offices are demanding, and hard driven, 
employees have a contractual relationship with the organization, , little feeling of teamwork 
and cohesiveness; organization emphasizes winning.,    

The  researcher   used this  four  classification of  organizational culture  in this research  to 
find out the observed and preferred  organizational culture of the personnel at  Imus Institute 
as  a  basis for effective performance. 
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Figure 1 presents  the conceptual  framework used in  this study  regarding   the observed 
and preferred organizational culture   type  of  the  observed and preferred by the 
personnel at Imus Institute. The  first  box  shows  the  four  types  of  organizational  
culture  namely:  bureaucratic (hierarchy) culture; collaborative (clan ) culture;  
entrepreneurial(adhocracy); and thecompete  (market) culture. The second box shows the 
process which  consists  of  a surveyconducted to find out  the organization’s  culture 
observed and preferred by the respondents. The  third box,  shows  the outcome  after  the  
survey  was conducted. Based  from the  results of  the survey, a program  of activities  
can be developed   or enhanced   the preferred type of organizational culture  which can 
lead to effective work performance. 

 

Statement of the Problem  

The  purpose of this  research  was  to find  out  the  type of organizational  culture  
observed and preferred   by the   personnel  of Imus Institute.  

Specifically, this research  sought to  answer  the following questions: 

1. What  is   the type   of    organizational culture observed and preferred by the personnel  
of  Imus Institute? 

2.   To what extent is the organizational culture observed and preferred? 

3.   Is  there a significant difference  between  the  observed and preferred   organizational  
culture  type  among the  personnel ? 

4. What  developmental   programs  can be organized in response to the findings of the 
study? 

 

Methodology 

Research Design.  This study  used  the descriptive method of research since it is the most 
suitable technique considering the nature of the inquiry.  According to Navarro and Santos 
(2011) descriptive  research  systematically describes  the facts and characteristics  of a 
given population  or area of interest  factually and accurately..  It includes  correlations or 
relationships  that exists, practices  that prevail, beliefs or  points  of view held,  processes 
that  are being felt or trend that are developing. 

Respondents of the  Study.  The respondents were  personnel of  Imus  Institute  which 
comprised the   teaching and non-teaching group .The  teaching personnel was composed 
of sixty-two (62) teachers and the non-teaching was composed of sixty-eight (68) 
personnel.   From a   total  of   130  personnel  , thirty (30% ) per cent or   39  personnel 
were taken as respondents:  nineteen (19) teachers and  twenty (20) non-teaching. The  
respondents  were  selected  through  a  random  sampling   method  where  in  each  
personnel  had  the  chance  to  be taken  in as  respondent of the  study. 

Data-gathering Instrument. A questionnaire about organizational culture  was  developed 
by the researcher since there is no existing instrument that can be used to find out the 
observed and preferred organizational culture.  The questionnaire  was  validated by  
college  faculty  members  from other schools/colleges  in the city of Imus. 
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Interview was also   conducted  to confirm responses done by the  respondents  whose 
answers to the questionnaires need more clarification and  there may be other factors/ which  
were  not possibly captured by the questionnaire but may contribute  to the depth of the 
study. 

Treatment of  Data.   Ranks,  percentages ,  weighted means  and standard deviations  
were  used to determine the responses  of  respondents  as  to  the  observed and  preferred  
organizational culture. The t-test   was  used to test difference between  observed and 
preferred organizational culture types  by  respondents  at  .05  level  of  significance. 

A 5-point Likert scale was  used to quantify extent  of preferred and observed organizational 
culture type  among respondents.  The  ratings and descriptions are as  follows: 

 

                       Rating                         Description 

                          5                              Very  highly observed/ Very  Great  Extent Preferred 

                          4                               Highly  Observed/Great  Extent  Preferred 

                          3                              Moderately Observed/Averaged  Extent Preferred 

                          2                               Observed  a little/Slight  Extent Preferred 

                          1                               Not Observed /Not  Preferred                  

 

Results and Discussion 

The  findings  of  the study  are  presented in accordance  to the order of  the specific 
questions found in the statement of the problem. 

1.   A.  Organizational Culture  Observed By the Teaching Personnel 

Table  1  presents  the  organizational  culture  type observed  by  the teaching  personnel.  
The  collaborative  “clan”  culture  type  was  : highly observed”  with  a  weighted  mean  
of  3.98.  This type   of culture was  ranked  first  of  the four  types.   The  collaborative 
“clan”   type of culture  isobserved  by  the personnel  at  Imus  Institute, because   the  
school  has  still a provincial atmosphere. Most  of  the employees  are  residents  of   Imus  
who  know  each  other  so  well .  Some are even relatives or close  friends   who are 
employed  in one department or in other departments of  the said school..    The 
collaborative or clan culture is  given  another  label  by  Trompenaars (cited by Ibid). He  
termed  it as family culture, where it is    headed by a leader who is regarded as a caring 
parent and one who knows best for the personnel. This  organizational culture is common 
in countries such as Turkey, Venezuela, China, Hongkong,and  Singapore. Personnel look  
at the heads with respect and for guidance with the management   assuming  a paternal 
relationship with  the personnel. 

 

 

 

 

 

Table  1 Organizational  Culture  Type   Observed  By The Teaching Personnel 

 

Type of 
Organizational 

Culture 

Weighted  Mean  Verbal  Description  Rank 

Collaborative ”clan”           3.98  Highly Observed      First 

Control ”hierarchy”          3.83  Highly  Observed     Second 

Create ”adhocracy”           3.79  Highly  Observed     Third 

Compete ”market”           3.76 Highly Observed     Fourth 

Overall  Gen. WM           3.84 Highly Observed  

 

1. B.  Organizational  Culture  Preferred By The  Teaching Personnel 

Table  2  presents  the  organizational  culture type  preferred  by  the  teaching personnel.  
It  shows that  create    type   of   culture  was  preferred  to a  a  great  extent  with  a  general  
weighted  mean  of  4.41 .  It is followed  by  the   control   culture with  a  general   weighted  
mean  of  4. 31 ,  and the third   preferred  culture  was   the  compete  or  market  culture  
with  a  generalweighted  mean of  3.81.   The  collaborative or clan  culture  which  was   
highly  observed  and  preferred to a great   extent  by  the personnel  was  ranked  fourth   
with  a general  weighted mean of 3.73.   What  the  teaching  personnel  observed  was  the  
collaborative  organizational culture. Based  from  an interviews  conducted  with the  
teaching  faculty,  they  would  like  to prefer  a  place  where  employees  are dynamic , 
entrepreneurial  and  creative. With  the  existing economic  conditions  of  the country  
what is needed  are people who are innovative and risk takers. . The  collaborative type of 
organizational   culture  preferred by  the respondents of this study  is  different  from  the  
study conducted by Hofstede  where the dominant values in society are caring for others 
and the quality of life (cited by Hodgetts,2006).      

 

Table  2  Organizational  Culture  Preferred  By The  Teaching Personnel 

                                

Type of 

Organizational 

Culture 

 General  Weighted 

Mean 

   Verbal Description  Rank 

Collaborative “clan”   3.73   Highly  Preferred   Fourth 

Control ”hierarchy”   4.31   Highly Preferred  Second 

Create ”adhocracy”   4.41   Highly Preferred  First 

Compete ”market”   3. 81   Highly Preferred  Third 

Overall Gen . WM   4.06   Highly Preferred  
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1. C. Organizational  Culture  Type  Observed   By  the  Non-teaching Personnel 

Table 3   presents  the  organizational  culture  observed  by  the non-teaching personnel.  
Thecollaborative  type  of  organizational  culture with a  mean  of  3.64  was highly 
observed    by  the  group, followed  by  the  the  control  type  with a  mean of  3.62;  
compete type  with   a mean  of  3.55  and  the last was  the create  culture  which was  
moderately  observed with a mean  of   3.31.   It can  be noted  that  the  teaching  and  non-
teaching  respondents  ranked  fourth  the  compete “market” type  of  organizational  culture.  
This  may  be  due  to the  situation  that  the  collaborative  type  of organizational  culture  
exists  in the  institution  that  the respondents  spents little  time   for  competitive   activity. 
The  same  is  true  with  the  create  type  of  culture which  was  moderately observed .  
Personnel  already feel  comfortable  in the collaborative  type of organizational  culture, 
thus  no  time  for  being  entrepreneurial and risk taker. 

 

Table 3 Organizational  Culture type  Observed  by the Non-Teaching Personnel 

 

Organizational Culture 

type 

Weighted Mean Verbal Description Rank 

Collaborative  type     3.64  Highly Observed First 

Control  type     3.62    Highly  Observed Second 

Compete  type      3.55   Highly  Observed  Third 

Create  type      3.31   Moderately  Observed   Fourth 

General  Weighted  

Mean 

     3.53    

 

1. D.  Organization Culture  Type  Preferred by the Non-Teaching Personnel                      

Table  4  presents  the organizational  culture type  preferred by  the non-teaching personnel. 
The  highly  preferred organizational culture   was  the collaborative type  with  a  mean  of 
4.02 ; this was followed by create type  with a  mean  of 3.88;  compete  type  with a mean  
of  3.80; and  the  last  the control  type  with a mean  of  3.75.  The findings  show  that  
the  teaching  group  preferred  the create  type  of  organizational culture while  the non-
teaching  group,    preferred  the collaborative type.         It  also  shows  that  the  teaching  
group  ranked  the collaborative  type  as the last .  This  may be due  to  the  fact,  that  the  
teaching  group  is  more  academically  inclined   than  the non-academic group that the 
former can perform or well  even if they are in the company of otherindividuals who  may 
not be a friend or a relative. 
  

Table 4 Organizational Culture Type Preferred by Non-Teaching Personnel 

 

Organizational Culture 

type 

Weighted Mean Verbal Description Rank 

Collaborative “clan”     4.02 Highly Preferred  First 

Control ”hierarchical”     3.75 Highly Preferred  Fourth 

 Create ”adhocracy”    3.88  Highly Preferred  Second 

 Compete ”market”     3.80 Highly Preferred  Third 

 Gen. Weighted Mean      3.86   

 

2. Significant  Difference   Between  Teaching and  Non-Teaching  Respondents in  
Their Observed and  Preferred  Type of  Organizational Culture 

To  find  out  the  significant  difference  between  teaching and  non-teaching  respondents  
in their  observed organizational  culture , the t-test  was  used.     

 2. A.  Collaborative “clan”     Organizational Culture 

The  t-test  computed  value  between  teaching  and  non-teaching personnel  in the  
observed  collaborative  “clan” culture   was  1.55 at  .05  level  of significance.  The tabular  
value is  1.943.  There is  no significant  difference..   In  the preferred  organizational 
culture,  the  computed  t-test  value  obtained  was  2.80  at  .05  level  of  significance.  
There is  a significant  difference  between  the teaching and non-teaching  personnel in the  
preferred  collaborative “clan”  organizational  culture.    
      2. B.  Control “hierarchy”  Organizational  Culture 

In  the  observed  control ”hierarchical “ organizational culture  between  the  teaching and 
non-teaching  respondents,  the  t-test  value  obtained  was  .33  at  .05  level of significance.  
There is no  significant  difference  between  the respondents in  the  observed  
control ”hierarchy” organizational  culture.  In  the preferred  control “hierarchical”  culture,  
the  respondents  showed  a  significant  difference.  The  resulting  computed   t-test  value  
was 2.179  at  .05  level of  significance.   The tabular t-test value is  1.86.    The computed  
t-test  value  was  greater  than  the tabular value.    

       2. C.  Create “adhocracy” Organizational  Culture 

The  observed  create “adhocracy”  organizational  culture  between teaching and non-
teaching registered   a  t-test   computed value  of 1.3994     which  is lower   than the  
tabular  value  of  t   which is   1.943   at  .05  level  of significance.  Respondents  showed  
no   significant  difference  in their  observed  organizational  culture   type   of  create 
“adhocracy” .  For  the  preferred  create “adhocracy” organizational culture  type,    the 
obtained t-test  value  was  2.77  , higher  than the tabular of t which is 1.943  at .05  level 
of  significance. There  is  significant  difference. 

 2.  D.  Compete “market” Organizational  Culture. 
For  the  observed  compete ”market” organizational  culture between  teaching and non-
teaching personnel, the  t-test computed  value  was  .75   which  is lower  than  the  t-
tabular value  of  1.943 at .05 level of  significance..  The  respondents  showed  no  
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significant  difference  in  their  observed organizational culture type of  compete “market”.  
For  the preferred  compete ”market” organizational  culture,  the  obtained  t-test  value  
was  .021   which is  lower than  the tabular  of t  at  .05  level of significance   which is   
1.943.  There is no significant  difference   noted .  

3.    Development  Program  in Response  to  the  Results  of  the Study 

The  results  of  the study  showed  that  respondents  had  observed  and preferred  the  
collaborative  “clan”  type of organizational  culture.   The school  can   organize  program  
of  activities  that will  bring together   employees  for   more participation  and  more   
harmonious  relationship  with  one  another.  There  can  be  a wellness  or  health program  
like organizing  aerobics  program,  ballroom  dancing    and  sports  in the form  of 
volleyball,  basketball, and  swimming.  Resource  speakers  can  be  invited  to  feed  the  
spiritual,  mental  and  emotional  needs  of  the  personnel.  More  funding  is  also  
recommended to make the program implementable. 

 

Conclusions 

From  the findings shown   the following  conclusions  are  presented: 

1.  The  organizational  culture  type  highly  observed  and  preferred  by the teaching and 
non-teaching personnel     is  the collaborative “clan”  type. 
2.  Teaching  and  non-teaching respondents  showed no  significant  difference  in   the  
observed   organizational  culture  specifically   in the   collaborative , control , create  and 
compete  organizational culture type.    

3.  In the preferred   organizational  culture  the respondents showed  significant difference 
in the   collaborative, control,  and create type.   Only in the compete “market “type, the 
respondents  showed  no significant  difference . The two groups had manifested  a  
computed mean of 3.80 and 3.81.    

4.  Developmental  programs  for  the personnel  can  be organized  that will  promote  a 
more  close and harmonious  relationship  among  personnel  and administration  at  Imus  
Institute which will lead  to  a  better  work  performance. 

   

Recommendations 

In the  light  of  the conclusions  presented,  the following  recommendations are  given: 

1. The  administration  specifically  the Human  Resource  Development  Office  may 
conduct  a Study    to find out  further  the   needs  of  the personnel  as  a  collaboration   or  
confirmation  

with  the  type  of  organizational  culture  the  personnel  greatly   prefer. 

2. More  developmental  programs  can  be  organized  to  further help  employees  develop 
physically, mentally,  aesthetically,  spiritually,  economically  and  emotionally.  Various  
departments  of  the   institution  can  be  assigned  to  spearhead  such  developmental  
activities. 

3. More incentives,  rewards, and  recognition  can  be given  to make  employees  become 
more  motivated  and  become  more  efficient  and  effective  in their  respective  work 
assignments .      

4. Frequent opportunities for interaction can be provided so that employees can share stories 
and so  

with the  heads of offices sharing their own stories and creating  situations which can 
demonstrate  

shared meaning. 

5.  Through  school’s  newsletter and other media the organizational culture can be 
strengthened by  

communicating cultural values and beliefs more efficiently. 

6.  The  institution can strengthen its organizational culture by hiring people with beliefs, 
values and  

assumptions similar to the  school’s culture.  A good person-organization culture 
congruency improves 

job  satisfaction and organizational loyalty.  New  employees whose values are compatible 
to the  

organization’s culture can adjust more quickly to the organization (Mcshane and Von 
Glinow, 2005). 
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ABSTRACT 
The upcoming ASEAN Economic Community (AEC) will affect Thai aviation industry, as it 

requires all the members to establish a single aviation policy. Airport infrastructures and facilities then 
have been emphasised as they provide a great number of economic benefits for the nation in various 
aspects, such as employment, manufacturing, logistics, and tourism. To respond such challenge, the 
Ministry of Transport has launched a strategic plan to enhance air traffic capacity to serve an increase 
in airfreight demand and higher volume of passenger movement. U-tapao International airport (UTP) 
has been spotlighted in the national transport strategic plan since 2014 with an attempt to develop and 
improve the airport current operational services and potential capacities. This paper aims to analyse the 
potential airport conversion types and provides possible implications for UTP airport. Based on the 
literature, there are four types of airport conversions – commercial; cargo; general aviation (GA); and 
aeroplex, which are used for an analysis. According to UTP’s competitive geographical location and 
current infrastructures and facilities, it is suggested that UTP airport is likely to fit into the aeroplex 
approach. Such conversion for UTP is discussed in light of the analysis.  
Keywords: U-tapao airport, airport conversion, airport economic benefits, Thailand 
 

1. Introduction 
The National Council for Peach and Order (NCPO) agreed in principle to implement a set of 

projects known as the Strategies on Thailand’s Infrastructure Development in Transportation (2014 – 
2022), as opposed by the Ministry of transport to upgrade the country’s transport infrastructure at a 
cost of US $75 billion (Bt 2.4 trillion), this sets to prepare Thailand for an opening ASEAN Economic 
Community (AEC) in December 2015. The plan includes the expansion of dual-track rail lines to 
advance the efficiency of logistics in the run-down rail sector, extending elevated train lines (BTS 
lines) in Bangkok and the metropolitan area, as well as increasing the capacity of airports and seaports 
(BOI, 2014).  

Thailand’s transportation infrastructure is road-oriented, however, as economic growth in the 
ASEAN has enhanced and become more internationally oriented, the role of the air transport is 
accelerated (Bowen, 2000). Therefore, most of the countries in ASEAN have made airport investments 
a priority in their transportation plans. More specifically, since the ASEAN strategic transport plan has 
(2011 – 2015) has been approved an integration on air transport by establishing a single aviation 
market by the end of 2015 (Tan, 2014).  

Airports in Thailand have seen passenger, aircraft, and cargo movements grow robustly.  The 
growth of air transport has shown the potential to place Thailand at logistical and tourism advantages, 
and to be an air transport hub of this region in the foreseeable future (Uabharadorn, 2011). Figure 1 
presents the air traffic growth from airports in Thailand between year 2009 and 2014.  
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Fig. 1 The average air traffic movement in Thailand between 2009 and 2014 

(Data source: http://aot.listedcompany.com/transport.html) 
 

 At present, it has a total of no fewer than 62 airports including both military and commercial 
airports with different sizes and capacity levels (DCA, 2015). There are 33 airports serving passenger 
service on commercial airlines. Suvarnabhumi Airport is the busiest airport in Thailand, and ranked 
22nd busiest airport by passenger traffic in the world (ACI, 2014). Suvarnabhumi Airport has been set 
the second phase development project with the due of completion in 2017. Upon its completion, the 
airport’s handling capacity is expected to rise to 60 million passengers per year. In the master plan, 
Suvarnabhumi Airport has five development phases that will ultimately give it capacity with 4 runways 
that would serve 120 millions passenger a year. A train system has also been planned to connect Don 
Mueang Airport, the second busiest airport in Thailand, through the Makkasan’s airport link station 
(MICE report, 2013). In an attempt to ease overcrowding, the conversion and development U-Tapao 
Royal Thai Navy Airfield to become another commercial and cargo hub has been launched. This 
particular airport could readily serve all forms of economic activities, including popular famous coastal 
resorts, and major industrial estate along the Eastern coast. The converting of military to alternative 
uses has provided economic prospects for Thailand. Consequently, in the strategic transport 
infrastructure development plan, it has included the conversion and development project of U-Tapao 
Airport. 
 The purpose of this paper is to explore the potential U-Tapao Airport uses with particular 
regards to its role in promoting local economic development. The paper begins with a brief overview of 
the U-Tapao Airport. The next section is an analysis of possible airport types and the discussion of the 
relationship between each airport type and economic development. It is followed by recommendation 
for implications.   
 

2. Literature Review 
2.1. Airport infrastructure and Economic Benefits of Airports 
Jorge and de Rus (2004) state that airport structure can be divided into airside and landside. 

Each of the area requires different infrastructures. To build landside infrastructures, they normally 
involve capacity expansion of cargo or passenger terminals; airport accessible improvement – parking 
facilities and public transportation; and product quality enhancement through increased use of jetways 
to access aircraft. It is basically an investment with aims to expand the aiport’s capacity to handle 
passenger and freight. Whilst, investing on airside infrastructures aims to increase the capacity of the 
airport to handle aircraft movements. Airside infrastructure projects therefore involve building new 
runways, widening and lengthening of existing runways, increasing capacity of apron space, ramp, and 
taxi ways, and improving air traffic control. Jorge and de Rus (2004) suggest that there are four 
catagories of benefits from landside and airside infrastructure investments: (1) reductions in travel, 
access and waiting time; (2) improvements in service reliability and predictability; (3) reduction in 
operating costs; and (4) increasing in traffic. These benefits have affected the economic development 
especially when there are government policies on developing and increase capacity of airports in a 
country (Green, 2007). It is because there is a relationship between transportation and economic 
development. It assumes that transportation infrastructure drives development, which leads to major 
investments by local, state, and international in an attempt to stimulate economic growth (Cidell, 
2003). 
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Airport economic benefits are in an area ranging from employment opportunity, income 
generation, economic diversity, increasing mobility, and tax generation (Lu, 2011). Similarly to 
Hooper’s (2002) study, it shows some economic advantages of airport infrastructure as it “provides an 
essential foundation and catalyst for other economic and social activities and a lack of capacity results 
in a bottleneck that constrains development” (p.290). O’Cornor (1995) also suggest that airports play a 
critical role in the evolution of a knowledge based economy as they are tied into the movement of 
global accessibility. The tourist industry also relies upon air traffic for growth because the air traffic 
patterns and economic activities are linked together (Irwin & Kasarda, 1991; Yua & Chan, 1990), 
especially for countries that could offer diverse tourist attractions like Thailand (Singh, 1984). It is 
similar to positive effects among the manufacturing sector. By locating nearby airports, it subsequently 
increases mobility of production and staff cooperation and a new route structures to strengthen its 
business (Goetz & Sutton, 1997), and attracts new investors into the local market (Behnen, 2004) due 
to airports help enhance the connectivity among different cities for many purposes (Detouzos & 
Dardia, 2004). Another benefit is the expansion of urbanization in the rural area (Hakfoort, Poot, & 
Rietveld, 2001; Huston & Butler, 1991; O’Cornor & Scot, 1992; Rimmer, 1994), which leads to an 
increase in employment opportunity the relationship between airline industry and employment (Button, 
Stough, & Trice, 1999; Goetz & Sutton, 1997). 

 
2.2 Types of Airport Conversion  

In Cidell’s (2003) study, it reveals the four types of military airforce bases conversion into 
civilian uses in the US. The four types consist of (1) commercial; (2) cargo; (3) general aviation (GA); 
and (4) aeroplex airports. The particular four types are used as an underlined conceptualisation for the 
analysis of the direction for UTP airport.  

2.2.1. Commercial Conversion 
 This type of airport is to facilitate regular scheduled passenger service. In respects of this 
specific category, airlines passengers are the main airport users. They normally look beyond speed of 
processing, check-in, and customs (Chin, 1997). They seek for the ability to accommodate them with 
quality of shopping, comfortable waiting areas, and supporting services (e.g. hotel facilities, and public 
transportation).  

2.2.2. Cargo Conversion 
 This is one of creative types of airport conversion, which turns the airport to become the all-
cargo airport. It is meant to supplement a metropolitan area, existing airport, or create a new hub in a 
region. More airports of this type have been proposed than have been established, whether due to lack 
of ground transportation connections or lack of interest on the part of freight companies. This type of 
conversion aims to relieve congestion at existing major commercial airports.  

2.2.3. General Aviation (GA)  
 This type of airport can be defined as public airports that serve air services other than 
commercial (only schedule flights) and military purposes. This includes private aircraft, non-schedule 
flights, and flying practice (DCA, 2015). In some case GA airports do not go to the trouble of investing 
in terminals, roads, and other facilities for commercial use. GA can serve as relievers by taking smaller 
aircraft away from busy commercial airports.  

2.2.4. Aeroplex 
 It is a combination between cargo and GA in which the airfield is tied to an industrial area. 
Aeroplex airports are common at providing maintenance facilities. It would work well in either rural 
locations that would otherwise not see much air traffic, or in large metropolitan areas that want to split 
off some functions from the main airport. 
 The four types of airport conversion together with the benefits of airport capacity 
improvement mentioned above are used as a theoretical fundamental for an analysis for this article with 
an attempt to provide recommendations for practice for U-tapao Airport. 
 

3. Overview of U-tapao Airport 
This section provides geographical information of the airport and its surrounding areas. 

Historical and developmental progressions of this airport are also presented. 
3.1. Location 

 The airport is based in the Air Force Base of Royal Thai Navy, Ban Chang District of Rayong 
Province. It is near Sattahip Bay where Royal Thai Navy base situated. It is on the east coast of the 
Thailand Gulf, about 140 km southeast of Bangkok, and about 38 km from Pattaya city, one of the 
most tourism attractions of Thailand. This airport is also located nearby the two major seaports; Laem 
Chabang Port in Chonburi Province, and Map Ta Phut Port in Rayong Province. The Figure 2 below 
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illustrates the connectivity from U-Tapao airport to important areas, consisting of Suvarnabhumi 
Airport, Pattaya City, Laem Chabung Port, and Map Ta Phut Port.  
 
 

 
Fig. 2 The connectivity between UTP airport, BKK airport, Pattaya City, seaports, and 

Eastern Seaboard Industrial Estate 
 

3.2 History 
 U-Tapao Airport was first established in 1961 by Royal Thai Navy, the airfield was served as 
a Naval Air Force base. The use of the base was intensified with the Vietnam War (1961-1975), the US 
government requested to open an airforce base in Thailand, which later the Thai government agreed on 
in 1965. It took approximately a year that U-Tapao Navy Air Field was reconstructed and developed 
into a modern airport with equipped facilities with 432,300 m2 in size, to serve the US Air Force during 
the war. By 1976, the US Air Force officially withdrew its aircraft and personnel form Thailand. The 
Thai government afterward considered converting U-Tapao Navy Airfield into a commercial airport. 
Therefore, the Department of Civil Aviation was allocated a 200-million-Baht budget for the first 
attempt of conversion process. The infrastructures at the airport were expanded further throughout this 
process, they comprise of passenger and cargo terminals, warehouses, surveillance radar, aircraft 
apron, 3,505x60 m runway, Air Navigator Radio Aids, ambulance facilities, and fire station. Currently, 
the airport’s operation serves scheduled flights domestically for Bangkok Airways. [see Figure 3 and 
Figure 4]. For internal flights, so far all of them are charter flights flying mostly from Russia and China 
(U-tapao-Pattaya-Rayong International Airport, 2015).  
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Fig. 3 The location of UTP airport 

Source: www.utapao.com 
 

 
Fig 4  UTP Passenger Terminal 

Source: www.utapao.com 
 
 With the completion of the first conversion process, the Thai government aimed to increase 
utilisation of the airport. U-Tapao Airport has subsequently been upgraded to be an international 
airport and renamed it as “U-Tapao-Rayong-Pattaya International Airport”(UTP). The transfer of 
facilities and management from the solely control of Royal Thai Navy with other stakeholders, such as 
Department of Civil Aviation (DCA), Airports of Thailand Public Company Limited (AOT), 
necessitates political cooperation at multiple jurisdictional levels. Table 1 presents summary 
information of UTP, BKK, and DMK airports.  
 
Table 1 A comparison of airports capacity between BKK, DMK, and UTP Airports 
 
Airport 
infrastructures/capability 

Suvannabhumi  
(BKK) 

Don Mueang  
(DMK) 

U-Tapao  
(UTP) 

Area 8,000 acre (20,000 rai) 1,535 acre (3,881 rai) 8,000 acre (20,000 rai) 
Runway 2 Runways 

4,000 ×60 m 
3,700 ×60 m 

2 Runways 
3,700 ×60 m  
3,500 ×45 m 

1 Runway 
3503 × 60m 
 

Number of Bays  120 101 49 
Passengers  45 Million/Year 16 Million/Year  800,000/Year 
Flights  76 Flights/hour 60 Flights/hour 400 Flights/Year 
Cargo  3 Million Tons/Years 900k Tons/Year 0/Years 
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4. Potential Directions Analysis for U-Tapao Airport 
 Based on the literature and UTP informational facts, the analysis of the direction for the 
airport is discussed below.  

For being a complete commercial oriented airport, although Utapao-Rayong-Pattaya 
International Airport’s runway can accommodate large aircraft like Airbus 380, the terminals of the 
airport are not able to handle more than few flights a day. Its passenger terminal’s capacity is only for 
around 400 passengers. Another point an accessible capacity for public users, as the foremost purpose 
of the airport establishment was the military purpose, thus, the accessibility to the airport was not 
designed promptly for the commercial use.  Especially, with the completion of the conversion and 
development project, it is possible to increase passenger traffic from 800,000 to 3 millions (Office of 
Transport and Traffic Policy and Planning, 2015). The critical issues might involve in investments on 
public transportation and infrastructure development in surrounding areas, passenger-related facilities 
improvement such as passenger terminals and parking areas Other issues may be in the areas of local 
land transformation and gaining trust from commercial airlines to invest in this airport, while 
maintaining safety standards for commercial airports regulated by Thai Civil Aviation Department 
(DCA) and ICAO (International Civil Aviation Organisation). Such issues are required Royal Thai 
Navy, as the main operator to carefully make a judgment whether this commercial conversion is a 
suitable pathway to move toward this direction. 

Further, converting UTP to be a full-cargo type of airport is likely to be a sound movement for 
the airport due to the geographical location advantages, however, this particular type of being a cargo 
airport solely should be disregarded for two main reasons. First, there has been a huge investment on 
this airport, especially the landside infrastructures such as passenger terminals, and passenger-related 
facilities as UTP recently received a budget to expand its capacity to serve more number of passengers. 
Second, this conversion is suitably designed for airfields that do not want to insert an effort in investing 
on passenger-related infrastructures. Thus, by turning to serve only cargo purposes, UTP airport are 
possible to subsequently affect an overall operational revenue and employment opportunity. 

By making use of UTP airport locational advantages and current provided services, aeroplex 
is likely to be a particular type of air service for UTP that other airports may find it difficult to 
compete. Aeroplex, as a mix between cargo and general aviation, is the type of airport conversion that 
enhances its current operational services and emphasises the UTP potential capacity. Currently, UTP 
provides a wide range of services including military, aircraft repair, non-scheduled flights, and flying 
practice centre. For cargo capacity enhancement, although the movement of freight in UTP airport has 
been none since 2005 (Thailand Transport Portal, 2014), the geographical location advantage to 
connect the Eastern Seaboard - a major economic area as being centre for export-oriented industries in 
Thailand (IEAT, 2015), and major sea ports – Laem Chabung Port and Map Ta Phut Port [see Fig. 5].  

 

 
Fig.5 The route connection between UTP, seaports, and Eastern Seaboard Industrial Estate 

 
 
The route network between UTP airport, the Eastern Seaboard, and the seaports has showed the linkage 
enhancement. Accordingly, efforts to enhance this connectivity are likelihood to connect to any 
aviation centre within the country, ASEAN members, and the world over (MICE report, 2013). Hence, 
to increase airport benefits, UTP airport is thus recommended to consider the aeroplex type. This 
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approach is also aligned with the vision of UTP airport to become the centre of air and sea freights 
while all current operational services remain.  

5. Recommendation for Future Research and Practice 
In order to develop appropriate advice, system theory and organisational development (OD) 

approaches are selected to be the foundation of the practical applications.  
 System theory is used as a way of looking UTP airport organisational’s operation as one unit, 
instead of individual parts. This theory helps practitioners focus on the primary mission, or purpose, of 
a system. The components of the theory include; input; throughout (process); output; output; and 
feedback.  Additionally, to complete this system, OD approaches are within the system of change in 
this case. The 5-step Cumming and Worley’s (2010) OD approaches and Abraham’s (2008) military 
airfield base conversion guidelines are adopted in this section. The steps and discussion are below. 
 

5.1 Set vision, mission, and strategic goals 
Create the vision/goals by adopting SMART concept (specific, measureable, accountable, relevant, 

and timeframe). After the new vision is written, it is then transferred to set missions and goals. The 
followings are new possible visions and missions for UTP airport. 
 Vision: To become a recognisable airport with serving commercial services, and offering a 
world-class cargo facility in the ASEAN region by 2025.  
 Mission:  

- Invest on construction of a new international Pier and cargo terminals, 
- Expand and renovate the existing passenger terminal to meet growing demand, 
- Construct a new runway to be located nearby the new cargo terminal and existing 

warehouses 
- Build multi-storey car parks and develop public transport facilities in the surrounding 

area of the airport, and 
- Build commercial office space for commercial use purposes.  
5.2Analyse situations and conduct empirical research  

 This process aims to understand a system’s current function, the level of issues, knowledge 
and capacity of individuals and organisation involved in UTP airport. This would help practitioners 
draw a conclusion for potential change and improvement. Empirical research in various perspectives is 
suggested. The research should be conducted covering at least in the areas of economic, human 
resource development, and environment. This is to forecast effects on related stakeholders and return of 
investment of the project.  

5.3 Design and develop action plan 
 The action plan is meant to implement and improve particular areas required in order to assist 
UTP airport in order to achieve the goals. The plan should consist of clear objectives; expected time 
spent on each project; budget allocation; responsible party; and evaluation criteria. Importantly, such 
plan should be aligned with the master plan stated in the national plans.  

5.4 Implementation 
 This stage is where activities are executed. The effective collaboration among involved 
stakeholders is required to make this implementation successfully.  The key person is the leader to 
encourage, support, monitor, and feedback.   

5.5 Assessment and evaluation  
 This process reviews the performance, and results from the action plan in order to ensure that 
timely preventive and corrective action are on track. The outcomes may be assessed against KPIs. 
Moreover, the whole system may be evaluated whether it meets desired results, and worth the 
investment. The results from this stage should be used to revise the strategic goals. 
 The whole process mentioned above could be presented visually in the Figure 6. 
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ABSTRACT 

The project “Online Library System for Imus Institute College Library with Barcode Technology” is an online 
library system that allows borrowers from Imus Institute College Library to browse books and check their 
penalties thru the internet. The system aims to automate the borrowing and returning process of library books by 
using the barcode technology, automatically generates monthly reports for the librarians, and also acts as an 
inventory for library book data. 
 
The purpose of this research study is to design, develop and implement an “Online Library System for Imus 
Institute College Library with Barcode Technology”. The researchers followed the Waterfall Development 
Methodology in developing the system. This study also evaluated the system in terms of speed, accuracy, user-
friendliness and security. 
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INTRODUCTION 

 
The current library system of Imus Institute College is still fairly using manual methods of book searching, 
borrowing, returning of books and report preparation. This means borrowers have to tediously browse the book 
shelves manually for them to find the material they need. After finding the materials they need, they would then 
proceed to one of the librarians, where their transaction would be validated and confirmed. This process can take 
up some time, especially if there are many borrowers on the library. 
 
On the other hand, in preparation of reports, the librarians also deploy a manual system of counting and 
recording data. This process can be very exasperating and time consuming, since they would have to manually 
browse their records and logs to gather the data needed for the report. This, in return, can make preparation of 
library reports take days, even weeks, to complete. 
 
The project “Development of Online Library System for Imus Institute College Library with Barcode 
Technology” was aimed to improve the library operations by making the process of searching and borrowing of 
books for borrowers easier and more convenient, and the process of report preparation for librarians faster and 
easier by automating and computerizing the said processes. The software system gives accurate results in a 
manner faster than the original system for searching, borrowing and returning, and preparation of reports in the 
library. 
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Objectives of the Study 
 
The project was aimed to develop and implement an online library portal for Imus Institute’s College Library, 
which helps the librarians and the borrowers by improving the process of book searching, where borrowers must 
manually search the shelves to find their needed material, and the process of report preparation where the library 
staff must search their whole collection of books and data manually, which may take a few days. 
 
Specifically aimed to: 
1. Know the profile of the respondents in terms of age, gender and educational attainment. 
2. Determine the effectiveness of the software in terms of speed, accuracy, user-friendliness and security. 
3. Know the recommendations of the respondents to further improve the software. 

 
Significance of the Research Project 
 
The project entitled “Development of Online Library System for Imus Institute’s College Library with Barcode 
Technology” was aimed at developing and implementing an online library portal that helps the borrowers and 
the librarians of Imus Institute College Library in searching, borrowing and returning of books and preparation 
of reports. 
 
Scope and Limitations 
 
The software project entitled “Development of Computerized Library System for Imus Institute College Library 
with Barcode Technology” focused on the design, development and implementation of an Online Library Portal 
for Imus Institute’s College Library. Only the process of book searching, borrowing and returning, and 
preparation of reports book data is covered by the system. Transacting payments for lost, damaged or 
late/unreturned books is not the concern of the system. 
 

REVIEW OF RELATED LITERATURE AND STUDIES 
 
Sadeh, (2008) in his research entitled “User Experience in the Library: A Case Study” cited that to catch up with 
user expectations and regain their clientele, libraries are starting to adopt new interfaces that bring together 
library collections and methodologies, on the one hand, and contemporary user experience elements, on the 
other. These new solutions are based on a decoupled architecture, drawing the line between the creation and 
maintenance of the data and the provision of that data to end users. 
 
Neville and Riding, (2004) on their study “Standards: Perspectives of an Integrated Library Systems Vendor” 
discussed that standards are critical to the library industry. They allow libraries to share data and search each 
other's catalogs. They also allow integrated library systems (ILS) vendors to develop one interface between 
disparate systems rather than many. This paper outlines existing standards, how these standards are being used 
in the process of software development, and the role of ILS vendors in developing and maintaining standards. 
 
Zico, (2009) on his study entitled “Developing an Integrated Library System (ILS) Using Open Source Software 
KOHA” stated that he wants to implement a powerful and flexible integrated library system, supporting the 
academic, research and administrative needs of all academic members including students & faculty. He will use 
KOHA, an open source software which has the capability to improve the quality, speed & effectiveness of this 
service. He wants to develop a system which will provide a barrier-free, timely access to the information 
resource of the BRAC University as well as gateways to national and international resources. 
 
Dulay, Lopez and Mapile, (2009) on their study entitled “An Automated Library System for the Institute of 
Computer Science of Don Mariano Marcos Memorial State University South La Union Campus” stressed that 
the manual library system is helpful to the librarian and to the student aide. With the information and digital 
ages, the manual system is becoming obsolete. An institution or agency also has to keep up with the race to 
modern technology. This type of manual system can be made easier with an automated library system. The 
manual system makes recovery of books hard. The automated system will give ease to the present manual 
system. 
 
 
 
 

METHODOLOGY 
 
Respondents of the Study 
The respondents for this study were chosen on the basis that they are the primary users of the system and that 
they are competent on the areas covered by the research. It is necessary that they should be competent to ensure 
reliable analyses and correct evaluations.  Respondents of the study included students, librarian and library staffs, 
full time and part time faculty members Imus Institute. 
 
Sample and Sampling Technique 
The research involved 50 respondents that directly evaluated the system.  Purposive Sampling was used as the 
sampling technique for this research because the researcher had direct control over the selection of the 
respondents which is based on their competency, qualification and specific function on the college library’s 
system.  This was done to ensure that the research’s output based on the evaluation of the respondents is 
credible. 
 
Questionnaire 
The researcher prepared a questionnaire that was distributed to the respondents. The questionnaire was used to 
assess and evaluate the developed software.  The questionnaire included portions for the respondents’ personal 
profile such as the name which is optional, gender, age and current educational attainment.  It also incorporated 
criteria for evaluation of the system’s effectiveness in terms of the software’s speed, accuracy, user-friendliness 
and security. Suggestions made by the respondents to further improve the developed system were also solicited.  
Instructions were provided on how to accomplish the questionnaire and the respondents were assured that the 
data gathered will be used for academic purposes only. 
 
Unstructured Interview 
In order to support and reinforce the surveys conducted and determine the various conclusions that were made 
by the respondents, unstructured or informal interviews were also conducted. The College Librarian and her 
staffs, faculty members and students were interviewed about their involvement in the process in the library. 
Their familiarization on the procedure gives them the credibility to give their ideas and suggest on possible 
improvements needed. 
 
Statistical Treatment 
The following statistical treatments were used in the study: 
 
 Percentage Distribution 
The study covered analyses of the evaluation of the respondents as a whole and independently when grouped 
according to profile.  Percentage distribution shows the relationship of a part as compared to other parts and 
their relationship to their whole. 
 
Weighted Mean 
The weighted arithmetical mean was used to summarize and determine the weighted responses of the 
respondents. The weighted mean was interpreted using the Five-Point Scale boundary of numerals with the 
following range of values and their corresponding descriptive interpretation on different areas. 

 
Table 1.  The Five Point Scale 

INTERVAL 
VERBAL INTERPRETATIONS 

Speed Accuracy User-friendliness Security 
5 Very Fast Very Accurate Very User-friendly Very Secured 
4 Fast Accurate User-friendly Secured 
3 Moderately Fast Moderately Accurate Moderately User-friendly Moderately Secured 

2 Slow Slightly Accurate Slightly User-friendly Slightly Secured 

1 Very Slow Not Accurate Not User-friendly Not Secured 
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PRESENTATION, ANALYSIS AND INTERPRETATION OF DATA 
 

I. Profile of the Respondents: 
 
The profiles of the respondents covered gender, age, and educational attainment. 
 
1. Gender - Table 2 shows the frequency distribution of the respondent’s gender.  There were 50 

respondents chosen, sixty four percent (64%) of which were female and the remaining thirty six 
(36%) being male.  This means that majority of the borrowers are female. This is because female 
students prefer visiting the library and reading books unlike male students or who prefer using the 
internet for their researches. 
 

Table 2. Distribution of the Respondents According to Gender 
GENDER FREQUENCY PERCENTAGE 

Male 18 36% 
Female 32 64% 

Total 50 100% 
 

2. Age - Table 3 shows the frequency distribution of the respondents according to age.  It can be 
noted from the table that sixty percent (60%) of the respondents are aged 16-20, fourteen percent 
(14%) are aged 21 – 25, six percent (6%) are aged 26 – 30, and twenty percent (20%) falls on the 
age of 31 and above. The table reveals that majority of the respondents fall on the age range of 16 
to 20. This is because majority of library users are students from first to fourth year college. 
 

Table 3. Distribution of the Respondents According to Age 

AGE RANGE FREQUENCY PERCENTAGE 

16 – 20 30 60% 

10 – 25 7 14% 

26 – 30 3 6% 

31 – Above 10 20% 

Total 50 100% 
 

3. Educational Attainment.  Table 4 shows the frequency distribution of the respondents according 
to year educational attainment.  It can be noted from the table that seventy percent (70%) are 
Undergraduates, twenty two percent (22%) are Masters Degree, two percent (2%) are Doctorate 
Degree, and six percent (6%) falls on others.  The table reveals that majority of the respondents are 
Undergraduates. This is because majority of borrowers in the Imus Institute College Library are 
college students from different programs. 
 
Table 4. Distribution of the Respondents According to Educational Attainment 

EDUCATIONAL 
ATTAINMENT 

FREQUENCY PERCENTAGE 

Undergraduate 35 70% 

Masters Degree 11 22% 

Doctorate Degree 1 2% 

Others 3 6% 

Total 50 100% 

 
 
 
 
 

II. Effectiveness of the Online Library System for Imus Institute College Library with Barcode 
Technology in terms of Speed, Accuracy, User-friendliness and Security. 
 

The assessments on the effectiveness of the developed Online Library System for Imus Institute College Library 
with Barcode Technology made by the respondents are discussed separately according to Speed, Accuracy, 
User-friendliness and Security as shown in the succeeding tables and discussions. 
 

1.  Speed.  Table 5 below shows the assessment of the respondents on the effectiveness of the 
developed Online Library System for Imus Institute College Library with Barcode Technology in 
terms of Speed. 
 

Table 5. Respondents’ Assessment on the Effectiveness of the Developed Online Library System 
for Imus Institute College Library with Barcode Technology in Terms of Speed 

CRITERIA MEAN VERBAL INTERPRETATION 

1.1 Load Time of Module is within 1-3 
seconds 

4.24 Fast 

1.2 Generation of reports is fast 4.26 Fast 

1.3 Backup of files is within 30 minutes 4.20 Fast 

1.4 The borrowing and return process of the 
system is fast 

4.34 Fast 

1.5 Search results are displayed fast 4.38 Fast 

AVERAGE 4.28 Fast 

Legend: 5.0-4.60 – Very Fast, 4.59-4.00 – Fast, 3.59-3.00 – Moderately Fast, 2.59-2.00– Slow, 1.59 1.00 
– Very Slow 

 
The foregoing table shows that item number five, “Search results are displayed fast”, received the highest rating 
with a weighted mean of 4.38 (Fast), meaning that the software has greatly sped up the process of searching 
books for library users. This is followed by Item number four, “The borrowing and returning process of the 
system is fast”, obtaining a weighted mean of 4.34 (Fast). Item number two follows third, “Generation of reports 
is fast”, obtaining a weighted mean of 4.26 (Fast). On the other hand, Item number one, ”Load Time of Module 
is within 1-3 seconds”, obtained a weighted mean of 4.24 (Fast), followed by Item number three. “Backup of 
files is within 30 minutes”, gaining a weighted mean of 4.2 (Fast). 
 

2. Accuracy.  Table 6 below shows the assessment of the respondents on the effectiveness of the 
developed Online Library System for Imus Institute College Library with Barcode Technology in 
terms of Accuracy. 
 

Table 6. Respondents’ Assessment on the Effectiveness of the Developed Online Library System 
for Imus Institute College Library with Barcode Technology in Terms of Accuracy 

CRITERIA MEAN VERBAL INTERPRETATION 
2.1 Display exact data during search. 4.34 Accurate 
2.2 Generated monthly reports are correct. 4.26 Accurate 
2.3 The system returns consistent results for 
the same input 

4.32 Accurate 

2.4 Displays the precise amount of penalty 4.32 Accurate 
2.5 Book data in the system is same as those 
found in the library 

4.44 Accurate 

AVERAGE 4.34 Accurate 
Legend: 5.00-4.60 – Very Accurate, 4.59-4.00– Accurate, 3.59-3.00 –Moderately Accurate, 2.59-2.00 – 
Slightly Accurate, 1.59-1.00 – Not Accurate 
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The foregoing table shows that item number five, “Book data in the system is same as those found in the 
library”, received the highest rating with a weighted mean of 4.44 (Accurate), showing that the software's book 
database is accurate and is same as the books in the library.  Item number one, “Displays exact data during 
search”, ranked second with a weighted mean of 4.34 (Accurate). Item numbers three and four, “The system 
returns consistent results with the same input” and “Displays the precise amount of penalty”, both obtained a 
weighted mean of 4.32 (Accurate), followed lastly with item two, “Generated monthly reports are correct”, 
garnering a weighted mean of 4.26 (Accurate). 

 
3. User–Friendliness.  Table 7 shows the assessment of the respondents on the effectiveness of the 

developed Online Library System for Imus Institute College Library with Barcode Technology in 
terms of User-friendliness. 
  

Table 7. Respondents’ Assessment on the Effectiveness of the Developed Online Library System 
for Imus Institute College Library with Barcode Technology in Terms of User – Friendliness 

CRITERIA MEAN 
VERBAL 

INTERPRETATION 

3.1 The software has tooltip text 
instruction and icons. 

4.52 User-friendly 

3.2 Help Facility is available 4.28 User-friendly 
3.3 Message alerts pop ups whenever 
errors occur 

4.16 User-friendly 

3.4 User’s manual is provided 4.14 User-friendly 
3.5 The user interface is easy to 
navigate 

4.38 User-friendly 

AVERAGE 4.30 User-friendly 
 Legend: 5.00-4.60 – Very User-friendly, 4.59-4.00 – User-friendly, 3.59-3.00 – Moderately User-friendly, 
2.50 - 2.00 – Slightly User-friendly, 1.59-1.00 – Not User-friendly 
 

The preceding table shows that the first item, “The software has tooltip texts and instructions”, obtained the 
highest rating of 4.52 (User-friendly) on its weighted mean.  Item number five got the second to the highest 
ratings with a weighted mean of 4.38 (User-friendly). Item number two, “Help facility is available”, obtained a 
weighted mean of 4.28 (user-friendly). Ranking number four is item number 3 “Message alerts pop ups 
whenever errors occur”, with a weighted mean of 4.16 (User-friendly). Item number four, “User's manual is 
provided”, obtained the lowest weighted mean of 4.14 (User-friendly). 
 

4. Security.  Table 8 below shows the assessment of the respondents on the effectiveness of the 
developed Online Library System for Imus Institute College Library with Barcode Technology in 
terms of Security. 
 

Table 8. Respondents’ Assessment on the Effectiveness of the Developed Online Library System 
for Imus Institute College Library with Barcode Technology in Terms of Security 

CRITERIA MEAN VERBAL INTERPRETATION 
4.1 Usernames and passwords are enforced. 4.54 Secured 
4.2 Access rights and user privileges are 
defined 

4.46 Secured 

4.3 Individual session timeout for each user 4.34 Secured 
4.4 User activities are monitored 4.42 Secured 
4.5 Login attempts are limited 4.22 Secured 
AVERAGE 4.39 Secured 

Legend: 5.00-4.60 – Very Secured, 4.59-4.00 – Secured, 3.59-3.00 – Moderately Secured, 2.59-2.00 – 
Slightly Secured, 1.59-1.00 – Not Secured 
 
 
 
 
 

It can be noted from the foregoing table that item number one “Usernames and passwords are enforced”, 
obtained the highest weighted mean of 4.54 (Secured). It is followed by item number two, “Access rights and 
user privileges are defined”, with a weighted mean of 4.46 (Secured). Item number four, “User activities are 
monitored”, ranks third with a weighted mean of 4.42 (Secured). This is followed by item number three, 
“Individual session timeout for each user”, with a weighted mean of 4.3 (Secured). Lastly is item number five, 
“Login attempts are limited”, garnering a weighted mean of 4.2 (Secured). 

 
Table 9. Summary of the Evaluation of the Impact of Service of Developed Online Library System 

for Imus Institute College Library with Barcode Technology 
SUMMARY MEAN VERBAL INTERPRETATION 

1. Speed 4.28 Fast 
2. Accuracy 4.34 Accurate 
3. User-friendliness 4.30 User-friendly 
4. Security 4.40 Secured 

 
The foregoing table shows summary of the evaluation. It shows that item number four, “Security” got the 
highest average weighted mean of 4.40, which is interpreted as “Secured”, item number two, “Accuracy” has 
the second to the highest average weighted mean of 4.34, verbally interpreted as “Accurate”, this is followed by 
item number three, “User-friendliness” having an average weighted mean of 4.30 which is verbally interpreted 
as “User-friendly” and item number one, “Speed” got the lowest average with a weighted mean of 4.28, verbally 
interpreted as “Fast”. 
 

SUMMARY OF FINDINGS, CONCLUSIONS AND RECOMMENDATIONS 
 
Summary of Findings 
The results of the study were summarized as follows: 
 
Profile of the respondents 
Fifty respondents evaluated the software, in terms of gender thirty six percent (36%) are male and sixty four 
percent (64%) are female, majority of them are aged 16-20 years old in terms of age constituting sixty percent 
(60%) and as regards to educational attainment seventy percent (70%) are undergraduates who are currently 
taking up their Bachelor’s Degree. 
 
Effectiveness of the Online Library System for Imus Institute College Library with Barcode Technology 
The respondents’ assessment showed that the Online Library System for Imus Institute College Library with 
Barcode Technology was “Fast” in terms of speed with an average weighted mean of 4.28. The software got an 
average weighted mean of 4.34 in terms of accuracy verbally interpreted as “Accurate” and rated as “User-
friendly” having an average weighted mean of 4.30 as regards to user-friendliness, and “Secured” in terms of 
security with an average weighted mean of 4.40. 
 
Conclusions 
 Based on the findings gathered, the following conclusions were drawn by the researchers: 
 
1. In reference to the respondent's profiles, majority of the respondents were female, aged 16 – 20 years old and 
mostly on bachelor degree programs. This might be due to the fact that majority of males prefer computers 
instead of books, unlike females who favor the library more. 
 
2. The software “Online Library System for Imus Institute College Library with Barcode Technology” proved to 
be effective in terms of speed, accuracy, user-friendliness and security. 
 
3. The software “Online Library System for Imus Institute College Library with Barcode Technology” was able 
to provide fast and accurate search results and reports. The software allowed borrowers to search and browse 
library collections instantly and with accuracy. The software also enables the librarians to create accurate reports 
easily, a task which would normally take days, even weeks to complete. Thus, the librarians can perform their 
work faster and not having difficulty in generating reports for the library. 
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Recommendations 
The researchers came up with the following recommendations: 
 
1. There should be proper handling of data to ensure system safety. To achieve this, the system administrators 
must only disclose information, especially private information, to the affected parties only. This is to ensure that 
the data or information will not be used to harm the system or data of books and users.  
 
2. To ensure optimal system performance, proper maintenance of the computer that would host the system 
should be observed 
 
3. The system's database should be backed up at least twice a week. 
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ABSTRACT 

 
This research was conducted to talk about the importance of having a good relationship 
between the employer and employees in business. The authors discussed  the common 
problems and some pressing issues that the management experience in handling their 
human capital. The data and information used in the development of this study were taken 
mainly from the books entitled  Labor Management Relations, Ways to Motivate People, 
and Strategic Management in the Philippine Setting, strategies for Effective People 
Management. They also  used articles from  newspaper and online researches. The 
authors also put their own knowledge and thoughts which is learned from their passed 
management subject and personal experiences from their job. 
 
Based on the findings of the study, the researchers  recommended that the management as 
well as the academic and office heads be given the authority to design and conduct a 
regular survey or performance evaluation of the supervisors on how the supervisors treats 
their subordinates. One way of getting the subordinates opinion, respect and loyalty by 
letting them voice out what they feel about their superior. If an employee can say what 
they feel about the management, the employer will have the opportunity to enhance their 
management strategies.  
 

1. Introduction 
 

Forsyth (2000), believed that management matters. The employers competence as 
managers will be judged not solely on what he do by himself but on the combined 
performance with his team in all business relationship aspects.  
Employees want to feel that whatever they do has some real worth and they preferably 
want it to have an element of enjoyment, certainly of satisfaction. When people are 
content in these kind of ways they will perform well as  motivated people perform better 
than those who did not. Motivation, according to Forsyth (2000), matters too as it 
increases efficiency, effectiveness and productivity and makes it more likely that 
whatever results are targeted will be hit. Lack of motivation increases the time that the 
management takes, the endless checking up, arguments and hassle. Lack of this will 
results to the increased of absenteeism, wasted time, gossips, challenging of the policy 
and bureaucracy and will reduced quality of work, willingness to take responsibility, level 
of creative contributions, punctuality, attention and maintenance of the organization’s 
culture. 
 
To run a successful business, one need a range of business management skills. One of 
these is human resource management. Human resource is about managing and looking 
after your staff. Before you start a business, you will need people to manage the company.  
Business is all about people regardless of your industry or product you're offering. 
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Management in business and organizations according to Jucutan (2007), means to 
coordinate the efforts of people to accomplish goals and objectives using available 
resources efficiently and effectively.  It involves the manipulation of the human capital of 
an enterprise to contribute to the success of the business. As to how they can assure that 
all of their employees will contribute to the growth of the company  shows the 
effectiveness of a manager. Jucutan and Lao (2007) enumerates 101 ways to motivate 
people to work. They also  added that management is the function and the ability to plan 
and organize work; to hire, teach and retain staff, knowledge and skills; to manage, 
monitor and control performance, challenges and conflict. Managers need power in their 
jobs to be able to influence and motivate others. Power can be developed by 
understanding, awareness and development of the skills needed to motivate your people 
for productivity and greater efficiency. In their book, 24 Strategies for effective People 
Management, Jucutan and Lao (2007) said that, people management involves a strong 
belief in people and therefore, managers should learned strategies to be able to create 
high-performance employees. According to them, the managers should understand what 
motivates an employee to work, and that managers should appreciate their people as 
assets of the company. According to Miranda, the successful manager gets people to work 
with him, not necessarily because he has authority over them and has power to order them 
to do his bidding, but more so because he is the kind of role model as a good manager. He 
also added that a supervisor should understand that his role is to determine whether the 
individual who is responsible for the action or function understands the information and 
the directions that were given to him previously, and whether he is following them 
satisfactorily. Too close supervision could impair subordinate’s initiative and thus hinder 
his growth and development. Negative attitudes toward supervision which are the result 
of misconceptions have endangered a lot of difficulties among which are objections 
toward performance evaluation and others. In a number of instances, negative attitudes 
toward supervision are due to antagonism of the workers and employees toward the 
supervisor. The supervisor may have become bossy and over-bearing, and without 
compassion for the employees. 

 
Another pressing issues that ends to separation of employee to its employer is the issue 
over employees benefits which includes the following:   

A. Leave Benefits ( by Department of Labor and Industry in the Phillipine Setting) 
1. Vacation Leave 
2. Sick leave 
3. Emergency leave  
4. Matrimonial leave  
5. Maternity leave  
6. Paternity Leave 

B. Government Mandated Benefits 
1. Social Security System (SSS) 
2. Employee’s compensation benefits (EC)  
3. Philhealth  
4. HDMF ( Pag- IBIG)- Pagtutulungan para sa Kinabukasan- Ikaw, Bangko, 

Industriya at Gobyerno 
 
A group consists of two or more persons who are interacting with one another in such a 
manner that each person influences and is influenced by the other person. This confirms 
that relationship within the organization are difficult and complicated. Gregorio S. 

Miranda pointed out the superiority of the supervisor, but how he will be appreciated by 
his subordinates depends on how he can provide them their basic human requirements. A 
supervisor is always caught in a difficult situation. He is always confronted with the 
balancing act of providing direction to individuals or group to accomplish company  goals 
and providing a climate of caring that makes the employees fell that they are an important 
part of the organization. 
 
A good supervisor, according to Miranda, must evaluate each situation that he is 
confronted with and in the process be able to bring worthwhile solutions that will result to 
the satisfaction of the employees in an acceptable manner. It would be helpful for a 
supervisor if he never look down on his subordinates. He should learn how to listen, 
observe and obtain his subordinates opinion and feedbacks to avoid miscommunication 
between employer and employees. 

 
The management, as what Miranda says in his book Supervisory Management, has a 
prime obligation to help his employees develop to their highest potentials. On the part of 
the employees, it will make them highly productive which will mean a increase in their 
income while the management’s benefits is greater efficiency on the part of its employees 
which will provide the foundation for the continued stability of the firm. 

 
DEFINITION OF TERMS 
The following terms are operationally defined as used throughout the analysis: 
Employer – a person or a company that employs people. 
Employee – a person who works for a company in return for wages and salaries. 
Employees Benefits- non-wage compensation provided to employees. 
Management- the employer and his or her representatives, or corporation executives who 
are responsible for the administration and direction of the enterprise. 
Motivation – tools that encourages employees to work efficiently. 
Strategies- effective ways towards the aimed result. 
Effective Management – effectiveness of the manager in directing his employees. 
Job Satisfaction – one’s  feeling of security and contentment in his work. 
Sound Relationship – harmony in employer-employees relationship. 
Communication – one of the effective tool towards harmonious relationship. 
Supervision – act of supervising and looking over to see if things are operating properly. 
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2. Theoretical Framework 

 
 
 
 
 
 

3. Statement of the Problem 
 
The purpose of the study was to determine the effective management in the business, 
specifically, the study sought to answer the following questions:   

1. What is the demographic profile of the respondents in terms of : 
a. Gender; 
b. Job Position; 
c. Age  Bracket                                                                                                                                                     

2. What is the level of satisfaction of the employer-employee relationship in Imus 
Institute? 

3. What are the importance of effective people management in the success of the 
business? 

4. What are the common problems and pressing issues between the employer and the 
employee? 

5. What are the strategies in motivating employees?  
 

 
4. Objective of the Problem 

 
This research paper is written with the following objectives: 

1. To determine the demographic profile of the respondents in terms of : 
a. Gender; 
b. Job Position; 
c. Age Bracket.                                                                                                                              

2. Determine the level of satisfaction in the employer-employee relationship in Imus 
Institute. 

3. To know the importance of effective management in the success of the  business. 
4. To understand the common problems and pressing issues between the employer 

and employees. 
5. To learn strategies in motivating people. 

 
4.1 Significance of the Study 
 
The results of the study will benefit  the following:  

 To the Employer: This proposed study will help the employer to evaluate and 
enhance their present management strategies to keep good relationship with their 
employees. 

 To the Employee: This study can help the employee to motivate themselves to 
act responsibly in any tasks given to them in order to achieve their expectations as 
an employee. 

 To other Researchers:. This study will help other researcher to determined ways 
on how to become an effective manager. 

 
4.2 Demographic profiles of the respondents 
1. According to Gender         Frequency  Percentage (%) 
  Male   29   48.33 

Female   31   51.66 
Total   60              100 
 
 

2. According to Position 
  Rank and File  48   80 

Supervisory  12   20 
Total   60   100 

 
3. According to Age 
  Ages 35 and below 19   32 
  Ages 36 and above 41   68 
  Total   60   100 
 

5. Methodology and Procedure 
 

The research methodology used by the researchers in gathering, analyzing, and 
interpreting the data and figures relevant for the analysis  include research design, 
respondents of the analysis, research instrument, as well as the statistical treatment of data 
employed in the analysis and interpretation of data. 
 
5.1 Research Design 
The researchers used of the descriptive research design. Descriptive research design is a 
scientific method which involves observing and describing the behavior of a subject 
without influencing it anyway.  
 
5.2 Respondents  
Almost sixty percent (59.5%) of Non-Teaching Personnel or twenty-five percent (25%) of 
the total employees of Imus Institute, Inc. Imus City, Cavite comprise the respondents of 
the study.   
The total number of the employees of Imus Institute are 240 persons including the 119 
Non-Teaching Personnel.  The researchers were advised to obtain twenty-five percent 
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 To the Employee: This study can help the employee to motivate themselves to 
act responsibly in any tasks given to them in order to achieve their expectations as 
an employee. 

 To other Researchers:. This study will help other researcher to determined ways 
on how to become an effective manager. 

 
4.2 Demographic profiles of the respondents 
1. According to Gender         Frequency  Percentage (%) 
  Male   29   48.33 

Female   31   51.66 
Total   60              100 
 
 

2. According to Position 
  Rank and File  48   80 

Supervisory  12   20 
Total   60   100 

 
3. According to Age 
  Ages 35 and below 19   32 
  Ages 36 and above 41   68 
  Total   60   100 
 

5. Methodology and Procedure 
 

The research methodology used by the researchers in gathering, analyzing, and 
interpreting the data and figures relevant for the analysis  include research design, 
respondents of the analysis, research instrument, as well as the statistical treatment of data 
employed in the analysis and interpretation of data. 
 
5.1 Research Design 
The researchers used of the descriptive research design. Descriptive research design is a 
scientific method which involves observing and describing the behavior of a subject 
without influencing it anyway.  
 
5.2 Respondents  
Almost sixty percent (59.5%) of Non-Teaching Personnel or twenty-five percent (25%) of 
the total employees of Imus Institute, Inc. Imus City, Cavite comprise the respondents of 
the study.   
The total number of the employees of Imus Institute are 240 persons including the 119 
Non-Teaching Personnel.  The researchers were advised to obtain twenty-five percent 
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(25%) of the number of employees or (59.5%) of NTP’s. Thus, the researchers conducted 
the survey to sixty (60) respondents.  

 
5.3  Research Instrument 
The researchers made use of survey questionnaires as the major instrument for gathering 
necessary data from the respondents. The first part of the questionnaire enlists the 
respondents’ personal profile which includes the name, age, and gender and job position. 
For the second part, it consists of the questionnaire and evaluation scale that measures the 
effectiveness of the Imus Institute management as viewed by the respondents. 
 
5.4 Procedure 
Foremost, the researcher formulated ideas which could be significant for a research study. 
They presented the topic that they choose to their adviser. The adviser approved their 
topic and the title, “A Study of an effective management : Employer –employee 
relationship”.  After a topic was approved, the researcher raised specific questions 
correlated with the analysis. The researcher, then, reviewed local and foreign books, 
theses, journals, websites and other reading materials for relevant literatures and studies 
that will support this analysis.  
 
5.5 Statistical Treatment of Data 
The data gathered from the survey questionnaires were systematically convened and 
tabulated in order to obtain accurate information and figures relevant to this analysis. The 
following statistical tools were used: 
Percentage – The formula was used to determine the percentage of relevant variables 
from the given set of data. 

X 
P= -------- x 100 
 N 

 
5.6 Scope and Delimitations 
This study focused on the evaluation of the employer-employee relationship and the 
effectiveness of management in Imus Institute and to find out the advantages and benefits 
that will obtained by the employer, employee and other researcher. 
However the researcher limited to name each respondent according to their gender, age 
bracket, and job ranking. The study covers sixty percent (59.5%) of Non-Teaching 
Personnel or twenty-five percent (25%) of the total employees of Imus Institute. 
 

6. Interpretation of Data 
 
Table 1 : Length of Service of the Respondent in Imus Institute 
 

 According to Gender According to Postion According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 & 
below 

Ages 
36 & 
above 

Less than 3 
years 

 
5 16 19 2 14 7 

Less than 10 6 5 6 5 4 7 

years 
 

Less than 20 
years 

 
11 6 15 2 1 16 

More than 
20 years 

7 4 8 3 0 11 

Total 29 31 48 12 19 41 
 
Table 1 shows that majority of the respondent were female,  working less than 3 years in 
the institution  according to position of rank and file  and in the bracket of ages 36 and 
above. 
 
Table 2:  Number of Colleagues who resigned from the Institute  

 According to Gender According to Position According to Age 

 Male Female 
Rank & 

File 
Supervisory 

Ages 35 
& below 

Ages 
36 b& 
above 

0 -3 person/s 
 

9 14 21 2 15 8 

4-6 person/s 
 

7 6 9 4 0 13 

6-10 
person/s 

 
3 2 4 1 0 5 

More than 10 
person/s 

10 9 14 5 4 15 

Total 29 31 48 12 19         41 
 
Table 2 shows that  according to the position of  rank and file employees and those who 
were in the age bracket of 36 and above,  it has the most number of colleagues who 
resigned from the institute.  
 
Table 3:  Reasons of Employees from Resigning in the Institution 
 

 According to 
Gender 

According to Position According to Age 

 Male Female 
Rank & 

File 
Supervisory 

Ages 35 
& below 

Ages 36 & 
above 

Salary 14 22 25 10 12 24 
Better job 

opportunities 
19 18 30 7 9 28 

Unhealthy 
relationship with 

their superior 
3 7 8 2 2 8 

Lack of 
opportunitie 

3 5 3 5 1 7 
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Table  3 shows that according to position of rank and file ages 36 and above , that most of 
their colleagues who resigned from the institute had to leave due to the highest two (2) 
reasons, the frist highest point,  is to look  for  better job opportunities outside the institute 
and the second highest  is to look for a higher or competitivesalary outside the insitution.  
 
4.  Evaluation of Imus Institute supervisor's valuing Behavior  
 
Table 4.1: Showing respect for All Team Members  
 

Table 4.1 According to Gender According to Position According to Age 

 Male Female Rank & File Supervisory 
Ages 35 
& below 

Ages 36 
& above 

Never 1 2 3 0 2 1 
Seldom 6 7 11 2 6 7 

Frequently 22 22 34 10 10 34 
Total 29 31 48 12 18 42 

 
Table 4.1  shows that  Imus Institute with supervisory position frequently shows respect 
to every team members, and only few shows that they never show respect to every  team 
members.  
 
Table 4.2 : Seeking Input from All Members  
 

 ACCORDING TO 
GENDER 

ACCORDING TO 
POSITION 

ACCORDING TO 
AGE 

 Male Female 
Rank & 

File 
Supervisory 

Ages 35 & 
below 

Ages 36 
& above 

Never 0 1 1 0 1 0 
Seldom 7 10 15 2 6 11 
Frequently 22 20 32 10 11 31 

Total 29 31 48 12 18 42 
 
Table 4.2 shows  that there were a number of supervisor who doesn’t seek input from all 
the team members while majority of the supervisors still get the idea of their 
subordinates. 
 
Table 4.3 : Keeps Focus on Fixing Problems Rather Than Finding Someone to 
Blame 
 

 According to Gender  According to Position  According to Age 

 Male  Female Rank & File Supervisory 
Ages 35 & 

below 
Ages 36 
& above 

 
Never 1 4 4 0 3 2 

Seldom 6 10 16 0 6 11 
Frequently 22 17 28 12 9 29 

Total 29 31 48 12 18 42 

 
The table shows that supervisors were focus on fixing problems  rather than finding 
someone to blame. 
 
TABLE 4.4 : Knows How to Give Credit to Subordinates 
 
 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 
& below 

Ages 36 
& above 

Never 1 2 3 0 2 1 
Seldom 7 12 17 2 9 10 
Frequently 21 17 28 10 7 31 
       Total 29 31 48 12 18 42 

 
This table shows that supervisors in Imus Institute knows how to give credit to their 
subordinates. 
 
TABLE 4.5 : Manage to Balance Issues and Business Issues  
 

 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 & 
below 

Ages 36 
& above 

Never 1 3 4 0 2 1 
Seldom 9 13 18 4 11 13 
Frequently 19 15 26 8 5 28 

Total 29 31 48 12 18 42 
 
The table shows that supervisors manage to balance people issues and business issues so 
that  it won’t affect the output of an employee. 
 
TABLE 4.6 Show Genuine Concern to Employees 
 
 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 & 
below 

Ages 36 
& above 

Never 1 1 2 0 1 1 
Seldom 6 12 16 2 9 9 
Frequently 22 18 29 10 8 31 
 Total 29 31 47 12 18 41 

 
Table 4.6 shows that subordinates believes that supervisors shows genuine concern for 
employees, but it is also shown that some rank and file, ages 35 below believes that their 
supervisor seldom  shows such kind of concern for employees.  



The 5th Business, Economics and Communications International Conference, 2015 

599

 
The table shows that supervisors were focus on fixing problems  rather than finding 
someone to blame. 
 
TABLE 4.4 : Knows How to Give Credit to Subordinates 
 
 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 
& below 

Ages 36 
& above 

Never 1 2 3 0 2 1 
Seldom 7 12 17 2 9 10 
Frequently 21 17 28 10 7 31 
       Total 29 31 48 12 18 42 

 
This table shows that supervisors in Imus Institute knows how to give credit to their 
subordinates. 
 
TABLE 4.5 : Manage to Balance Issues and Business Issues  
 

 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 & 
below 

Ages 36 
& above 

Never 1 3 4 0 2 1 
Seldom 9 13 18 4 11 13 
Frequently 19 15 26 8 5 28 

Total 29 31 48 12 18 42 
 
The table shows that supervisors manage to balance people issues and business issues so 
that  it won’t affect the output of an employee. 
 
TABLE 4.6 Show Genuine Concern to Employees 
 
 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 & 
below 

Ages 36 
& above 

Never 1 1 2 0 1 1 
Seldom 6 12 16 2 9 9 
Frequently 22 18 29 10 8 31 
 Total 29 31 47 12 18 41 

 
Table 4.6 shows that subordinates believes that supervisors shows genuine concern for 
employees, but it is also shown that some rank and file, ages 35 below believes that their 
supervisor seldom  shows such kind of concern for employees.  



The 5th Business, Economics and Communications International Conference, 2015 
   

600

TABLE 4.7 Treat Subordinates Fairly 
 
 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 & 
below 

Ages 36 
& 

above 
Never 1 4 4 0 2 2 
Seldom 7 11 15 3 9 9 
Frequently 21 16 29 9 7 31 
 Total  29 31 48 12 18 42 

 
Table 4.7 shows that the rank & file employees observe that their supervisor treat their 
subordinates fairly but their numbers were few compare to those who don’t have any 
favorites in the workplace. 
 
Table 4.8  Protect Confidential matters 
 

 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 
& below 

Ages 
36 & 
above 

Never 1 1 1 0 1 1 
Seldom 4 10 12 2 5 9 
Frequently 24 20 34 10 12 32 
   Total  29 31 47 12 18 42 

 
Table 4.8 shows that most supervisors know how to protect confidential matters but it is 
obvious that there were few who were not observing due diligence in keeping confidential 
matters. 
 
Table 4.9 Give Support Whenever Needed  
 

 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 & 
below 

Ages 36 
& above 

Never 1 2 3 0 1 2 
Seldom 6 10 13 3 7 9 
Frequently 22 19 32 9 10 31 
 Total  29 31 48 12 18 42 

  
Table 4.9 shows  that most  from the rank and file respondents, male and female, ages 36 
and above agrees that their supervisor can gives support whenever needed. There were 
few from supervisory levels who claimed that sometimes, they did not received such 
support. 

Table 4.10 Competent Doing Job Functions 
 
 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 
& below 

Ages 36 
& 

above 
Never 0 1 1 0 1 0 
Seldom 7 10 13 4 6 11 
Frequently 22 20 34 8 11 30 
Total 29 31 48 12 18 41 

 
Table 4.10 shows that supervisors were competent doing their job function but there were 
some who were sometimes incompetent in their responsibility. 
 
Table 4.11 Knowledgeable  

 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 
& below 

Ages 
36 & 
above 

Never 0 2 2 0 1 1 
Seldom 6 9 11 4 5 10 
Frequently 23 20 35 8 12 31 
  Total  29 31 48 12 18 42 

 
Table 4.11  shows that  the Institute captured big numbers of knowledgeable supervisor. 
 
Table  4.12 Assist Subordinates 
 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 
& below 

Ages 
36 & 
above 

Never 0 1 1 0 1 0 
Seldom 5 11 11 6 7 10 
Frequently 24 19 35 6 10 32 
   Total  29 31 47 12 18 42 

 
Table 4.12 shows that most of the supervisors are willing to assist their subordinates with 
their job. 
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Table 4.13 Assure Growth and Development 
 
 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 
& below 

Ages 36 
& 

above 
Never 0 1 1 0 1 0 
Seldom 5 11 11 6 7 10 
Frequently 24 19 35 6 10 32 
   Total 29 31 47 12 18 42 

 
Table 4.13  shows that supervisors frequently assures growth and development for their 
subordinates. 
 
Table 4.14 Good Communication Skills  
 
 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 & 
below 

Ages 
36 & 
above 

Never 0 2 2 0 2 0 
Seldom 9 9 14 4 9 9 
Frequently 20 20 32 8 7 33 
   Total 29 31 48 12 18 41 

 
Table 4.14 shows that supervisors in Imus Institute has good communication skills. 
 
Table 4.15 Performance Feedback  
 

 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 & 
below 

Ages 
36 & 
above 

Never 0 2 2 0 2 0 
Seldom 10 11 16 5 7 14 
Frequently 19 18 30 7 9 28 
   Total 29 31 48 12 18 42 

 
Table 4.15 shows that  most rank and file receives sufficient feedback about their 
performance from their superiors. 

Table 5.1 Capacity to the Assigned Tasks 
 
 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 & 
below 

Ages 
36 & 
above 

Agree 13 12 20 5 5 20 
Neutral 12 19 26 7 12 21 
Disagree 4 0 1 0 1 1 
   Total  29 31 47 12 18 42 

 
In this chart, the subordinates, has been neutral with their feelings about the supervisor’s 
performance expectations. This only means, that they are not fully believes in the 
capacity of the management with regards to the expected performance of the assigned 
tasks. 
 
Table 5.2  Efficient Use of Institute's Resources  (Good Stewardship) 
 

 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 & 
below 

Ages 
36 & 
above 

Agree 13 16 21 8 8 21 
Neutral 12 13 21 4 7 18 
Disagree 4 2 6 0 3 3 
Total  29 31 48 12 18 42 

 
Table 5.2 shows  that the respondents  have divided opinion with regards to the 
managements  efficients use of the resources. Even the respondents in supervisory level 
have the same feelings with the rank and file. This only means that there were some 
problems in the use of company resources. 
 
Table 5.3 Provide  Clear Policies and Rules  
 

 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 & 
below 

Ages 
36 & 
above 

Agree 14 11 20 5 6 19 
Neutral 10 15 18 6 7 17 
Disagree 5 5 10 1 5 6 
   Total  29 31 48 12 18 42 

 
Table 5.3  shows that  the respondents were divided between agreeing with the statement 
that the  management provides clear policies and rules, and the feeling that everything is 
in neutral condition. 
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Table  5.4 Effective in Addressing Job Related Issues 
 

 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 & 
below 

Ages 
36 & 
above 

Agree 16 11 20 7 5 22 
Neutral 10 15 22 3 8 17 
Disagree 3 5 6 2 5 3 
   Total  29 31 48 12 18 42 

 
Table 5.4 shows that the management is not too effective in addressing job related issues  
however, not all respondents agree in the statement. 
 
Table 5.5 Respect to Subordinates  
 

 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 
& below 

Ages 
36 & 
above 

Agree 14 14 22 6 7 21 
Neutral 13 15 23 5 7 20 
Disagree 2 2 3 1 2 1 
Total  29 31 48 12 16 42 

 
Table 5.5  shows that  not all supervisors respects their subordinates. 
 
Table 5.6 Motivate to achieve Institute's Goals 
 
 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 
& below 

Ages 
36 & 
above 

Agree 13 12 17 8 8 17 
Neutral 14 16 26 4 8 22 
Disagree 2 3 5 0 2 3 
Total  29 31 48 12 18 42 

 
Table 5.6 shows that most rank and file feels that they were motivated by the 
management to achieve company’s goal. 

Table  5.7 Communicate Well  
 
 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 
& below 

Ages 
36 & 
above 

Agree 11 12 18 5 7 16 
Neutral 14 14 22 6 8 20 
Disagree 4 5 8 1 2 7 
   Total  29 31 48 12 17 43 

 
Table 5.7 shows that most  rank and file who answered agree and neutral implies that 
management can communicate enough to their subordinates. 
 
TABLE 5.8 Open Communication  
 
 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 
& below 

Ages 
36 & 
above 

Agree 13 17 24 6 10 20 
Neutral 14 9 18 5 6 17 
Disagree 2 5 6 1 2 5 
Total  29 31 48 12 18 42 

 
Table 5.8 shows that most rank and file agrees that they can  communicate  with the 
management for questions and advice especially when its related to their job. 
 
Table  5.9  
 
 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 
& below 

Ages 
36 & 
above 

Agree 13 15 22 6 9 19 
Neutral 15 10 19 6 6 19 
Disagree 1 6 7 0 3 4 
Total  29 31 48 12 18 42 

 
As shown in the graph, the management fiully accepts their responsibility for their 
decisions in their respective departments. 
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Table 5.10 Receptive to Employees' Ideas 
 
 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 
& below 

Ages 
36 & 
above 

Agree 11 13 20 4 7 17 
Neutral 15 17 24 8 10 22 
Disagree 3 1 4 0 1 3 
Total  29 31 48 12 18 42 

 
Table 5.10 shows that  more respondents had been neutral in answering this meaning they 
are not fully convinced that management is fully receptive to employees ideas. 
 
Table 6.  Level of Satisfaction  
 

 According to Gender  According to Position  According to Age 

 Male  Female 
Rank & 

File 
Supervisory 

Ages 35 & 
below 

Ages 
36 & 
above 

Very Good 5 4 6 3 1 8 
Good 19 16 28 7 12 22 
Neutral 5 11 14 2 5 12 
Bad 0 0 0 0 0 0 
Very Bad 0 0 0 0 0 0 
Total 29 31 48 12 18 42 

 
Table 6 shows that the level of satisfaction of Imus Institute employees toward the 
management, and resulted in good standing, which only means that the management still 
needs to develop and introduce innovations in managing their employees. 
 

7. Conclusion 
According to the results of the survey, the researchers therefore conclude,  that Imus 
Institute management has good relationship with their employees. Although there were 
few who have the courage to express that they were not satisfied with the way their 
supervisors treat them, majority of the respondents seemed to be happy with their 
respective supervisor. Most of the respondents claimed that they can get the full support, 
guidance and equal treatment from their supervisor. Based on the tables presented, it 
show that females who were in the rank and file position and age 35 and below have the 
courage  to express what they really feel about their supervisor.  
 

8. Results, Discussion and Recommendations 
The result of the survey about the evaluation of the respondent’s supervisor  shows that 
majority of the supervisor in Imus Institute had the leadership quality and motivational 
skills mentioned by the authors in the related literature used in their studies. There were 
few respondents who doesn’t like the way their head treats them but they prefer to stay 
and  think of ways to improve good relationships at work. Some respondents said that 
their supervisor had favoritism and no skills in balancing issues between work and 

employee. According to the respected authors of the collected literatures, the supervisor 
should learn how to motivate his people to be able to get the respect they wanted, to be 
able to achieve the goal they set  and to be able to have the employees loyalty and job 
satisfaction. Female had the highest number who said that salary was the main reason of 
their colleagues for leaving the institution, which is followed by the male’s opinion 
claiming that better opportunities push their colleagues to leave and be separated at work.  
According to position, most rank and file had told that better job opportunities outside the 
Institute is the main reason, followed by a higher salary to receive. According to age, 
most in the age bracket of 36 and above believes that better opportunities and salaries are 
the reasons behind the resignation of their colleagues.  As to the evaluation of their 
respective supervisors, respondents choose between seldom and frequently giving the 
good impression to their supervisor except to those who honestly told that they were not 
satisfied with their supervisor’s  valuing behavior as seen  in  the checklist that never 
happened in their workplace or do not mind at all. In answering the question wherein they 
have to impart what they feel about the management, some respondents had to disagree 
with the given statement, perhaps because that was how they feel about themselves, 
valuing one's self and valuing others. Although almost all of the respondents answers 
agree, and some remains neutral in the situation, it can give the idea that there were 
important matters to consider by the management. Getting a good evaluation is not 
enough to say that there’s nothing wrong with the management ‘s relational transaction 
towards its employees. It only shows that there were job factors to consider that the 
institute needs to address in order  to improve quality of work and employer- employee 
relationship with moral  responsibilities, loyalty and openness that will  lead to an ethical 
environment.  Imus Institute employees in turn will feel that their own ideas and opinions 
are valuable leading to an excellent output  in developing  future leaders of tomorrow 
through quality and excellence in education.  
 
The researcher recommends that the school management conducts an organizational 
climate survey and regular performance  evaluations for all levels of management and 
organization so as to improve ways and manners leading to a high value on 
professionalism; develop a long- term human resource strategic plan on responsible HR 
management, job security, effective interaction, high job satisfaction, equal opportunities 
and good salaries and wages; similar study should also be conducted involving the 
students and  professors from other departments and encourage small group discussions / 
interactions on annual action plans and strategies, employer- employee responsibilities 
with moral responsibilities, loyalty and openness.  
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ABSTRACT 

 
The Online Hotel Reservation and Billing System for Imus Institute, HRM/Tourism Department is a 
web-based system that aims to help the faculty members of HRM/Tourism Department in teaching the 
basic operations of hotel reservation system to their students. The system can be used by the 
concerned HRM/Tourism Department. The system has three types of user accounts. First, The 
Department Head who has the full access of the software can have all the information available in the 
software. Second, The Professors can monitor the works of students and generate reports that they 
needed. Lastly, the students can also access the system to simulate the work of a Hotel reservation 
staff.  
 
The researchers used different elicitation techniques such as interview, observation, evaluation and 
downloading of supporting materials. These are utilized in order to gather important information to 
support the project.  
 
Keywords: Hotel Reservation and Billing System, Imus Institute Hotel Reservation, HRM/Tourism 
Hotel Reservation 
 

INTRODUCTION 
 

“Online system” is an innovative cloud service for systems management based on Microsoft System 
Center technology. It is suitable for organizations of any size from both public and private sectors, 
whether or not they have outsourced the management of I.T. infrastructure.  
 
According to Cory Janssen, “billing system” refers to programs that handle the tracking of billable 
products and services delivered to a customer or set of customers. These types of programs automate 
the process of preparing invoices or other documentation. The modern digital structures provided by 
billing system services and products are part of what has propelled businesses into the new digital era, 
allowing for more productivity and greater ease of business administration in general. 
 

According to Glenda Acorda De Lizo and Mischelle Asi Esguerra, “reservation system” is an easy-to-
use arrangement that enables agents and guests to reserve rooms directly via the internet once they 
have confirmed availability of rooms in accordance with the itinerary. This entails that one can 
accumulate all guest payments and enter own room descriptions, facilities, rates and allocations into 
the reservation system. It also allows confirmation of accommodation in real-time at the hotel’s web 
site and termination of the sale without more ado. 
 
 
Objectives of the Study 
 
This software aims to develop and implement a computerized reservation system that helps the 
students and faculty of the HRM/Tourism Department in organizing reservation requests, billing, 
checking-in guests and retrieving clients’ personal information. 
 
Specifically aimed to: 
1. Know the profile of the respondents in terms of age, gender and year level. 
2. Determine the effectiveness of the software in terms of speed, accuracy, user-friendliness and security. 
3. Know the recommendations of the respondents to further improve the software? 

 
Significance of the Research Project 
 
This project aims to design, develop and implement a computerized hotel reservation and billing 
system for the HRM/Tourism Department of Imus Institute to provide features that familiarize 
HRM/Tourism students with the hotel reservation system.  

 

Scope and Limitations 
 
This software project is focused on the development and implementation of a working reservation and 
billing system that implemented for the HRM/Tourism Department. It focuses on inventory 
management, reservation and checking-in of guests and billing. 
This system also has its limitations. Payment for the reservation made is not included in the system. 
Hence, the customer must personally pay by visiting the hotel. Updating the price of the room, the 
content of other modules and rates is limited only to the administrator and professors. 

 
REVIEW OF RELATED LITERATURE AND STUDIES 

 
Burns and Burns (2012) on their study entitled “Evolution of Hotel Distribution” stated that the world 
of hotel inventory management and pricing optimization is a much different place.  The most senior 
staff at the property is now closely involved in distribution and pricing decisions, the brand or hotel 
website is the preferred reservation creation venue, but it battles for users with online travel agencies.  
Competitive rate shopping services and adoption of revenue management techniques (and sometimes 
revenue management technology) prompt near-continuous examination and frequent adjustment of 
each day’s room rates.  New sales outlets – many within the social media universe – demand 
evaluation and the investment of time, money or both. 
 
Based on their research entitled “Importance of Computerized System to Reservation and Front Office 
Operations of Hotels in Batangas, Philippines”, Castillo, Asi, Berberabe, Mandigma and Sarmiento 
(2014) reveals that the computerized system is very important to the pre-identified hotel operations or 
functions whether during peak or during lean season, although in most cases, the importance is more 
evident in peak season than in lean season. In general, respondents from the different groups of hotels 
find the computerized system important to their operations. 
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Tan (2011) pointed out on his paper entitled “Online Reservation System; How to Cut Online 
Reservation Costs in Half and Boost Revenue by a Third with Site Minder” that the system increases 
in revenue and cost savings across the board at their properties but what they liked most about The 
Booking Button and Site Minder’s Channel Manager is the ease with which they can manage room 
allotment and the loading of rates and availability around the clock, which helps them to 
maximize revenue across the booking spectrum and minimize the amount of time and 
labor completing these tasks. 

Bemile, Achampong, Danquah (2014) cited on their research entitled “Online Hotel Reservation” that 
Online Hotel Reservation System was developed to replace the manual process of booking for a hotel 
room or any other facility of the hotel. The old system does not serve the customer in a better way; 
rather it makes customer data vulnerable. The new system keeps proper records of customers for 
emergency and security purposes. The hotel’s advertising effort is now accompanied by a virtual tour 
created on the system. 

METHODOLOGY 

Respondents of the Study 

The respondents for this study were chosen on the basis that they are the primary users of the system 
and that they are competent on the areas covered by the research. It is necessary that they should be 
competent to ensure reliable analyses and correct evaluations.  Respondents of the study included 
students and the full time and part time faculty members of HRM and Tourism Department of Imus 
Institute. 

 

Sample and Sampling Technique 

The research involved 28 respondents that directly evaluated the system. Purposive Sampling was 
used as the sampling technique for this research because the researcher had direct control over the 
selection of the respondents which is based on their competency, qualification and specific function 
on the HRM/Tourism Department's hotel reservation system. This was done to ensure that the 
researcher's output based on the evaluation of respondents is credible. 

 

Questionnaire 

The researcher prepared a questionnaire that was distributed to the respondents. The questionnaire 
was used to assess and evaluate the developed software.  The questionnaire included portions for the 
respondents’ personal profile such as the name which is optional, gender, age and position in the 
school.  It also incorporated criteria for evaluation of the system’s effectiveness in terms of the 
software’s speed, accuracy, user-friendliness and security. Suggestions made by the respondents to 
further improve the developed system were also solicited.  Instructions were provided on how to 
accomplish the questionnaire and the respondents were assured that the data gathered will be used for 
academic purposes only. 

 

Unstructured Interview 

In order to support and reinforce the surveys conducted and determine the various conclusions that 
were made by the respondents, unstructured or informal interviews were also conducted. The Students 
of HRM department is already familiar on the procedure, giving them credibility to suggest and 

criticize the system, thus following their ideas and suggestion gives an unobstructed view of the 
process flow. 

 
PRESENTATION, ANALYSIS AND INTERPRETATION OF DATA 

 
Profile of the Respondents: 

The profiles of the respondents covered gender, age and year level. 
 

1. Gender. Table 1 shows the frequency distribution of the respondent’s gender.  Out of the twenty-
eight (28) respondents chosen, fifty percent (50%) of the respondents were male and fifty percent 
(50%) were female.  This implies that the sample has equal number of male and female 
respondents. 

 
Table 1. Distribution of the Respondents According to Gender 

 
GENDER TYPE FREQUENCY PERCENTAGE 

Male 14 50% 
Female 14 50% 
Total 28 100.00% 

 
2. Age.  Table 2 shows the frequency distribution of the respondents according to age.  It can be 

noted from the table that eighty five point seventy one percent (85.71%) of the respondents are 
aged 16-20, seven point fourteen percent (7.14%) are aged 21 – 25, three point fifty seven percent 
(3.57%) are aged 26 – 30, and three point fifty seven percent (3.57%) falls on the age of 31 and 
above.  The table reveals that majority of the respondents fall on the age range of 16 and 20. This 
is because most of the people involved in the online hotel reservation and billing system are 
students. 

 
Table 2. Distribution of the Respondents According to Age 

 
AGE RANGE FREQUENCY PERCENTAGE 

16 – 20 24 85.71% 
10 – 25 2 7.14% 
26 – 30 1 3.57% 

31 – Above 1 3.57% 
Total 28 100.00% 

 
3. Year Level.  Table 3 shows the frequency distribution of the respondents according to year level.  

It can be noted from the table that twenty one point forty three percent (21.43%) of the 
respondents are 1st Year, forty eight point forty three percent (46.43%) are 2nd Year, seventeen 
point eighty six percent (17.86%) are 3rd Year, ten point seventy one percent (10.71%) are 4th 
Year, and three point fifty seven percent (3.57%) falls on others.  The table reveals that majority 
of the respondents are 2nd Year students. This is because they have greater 2nd Year students than 
the other Year Level. 

 
Table 3. Distribution of the Respondents According to Year Level 

 
YEAR LEVEL FREQUENCY PERCENTAGE 

1st Year 6 21.43% 
2nd Year 13 46.43% 
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3rd Year 5 17.86% 
4th Year 3 10.71% 
Others 1 3.57% 
Total 28 100.00% 

 
Effectiveness of the Online Hotel Reservation and Billing System for Imus Institute in 
terms of Speed Accuracy User-friendliness and Security. 
 
The assessments on the effectiveness of the developed Online Hotel Reservation and Billing System 
for Imus Institute made by the respondents are discussed separately according to Speed, Accuracy, 
User–friendliness and Security as shown in the succeeding tables and discussions. 
 
1. Speed.  Table 4 below shows the assessment of the respondents on the effectiveness of the 

developed Online Hotel Reservation and Billing System for Imus Institute in terms of Speed. The 
item number four , “software provides faster search and updating of reservation records and 
information”, received the highest rating with a weighted mean of 4.64 (very fast). Item number 
one and five, “Load Time of Module is within 1-3 seconds and Request for reservation results are 
available in due time”, obtained a weighted mean of 4.46 (fast). Item number two, “Generation of 
reports is fast”, obtained a weighted mean of 4.36 (fast), and while item numbers three, “Backup 
file is fast”, had a weighted mean of 4.29 (fast). 

 
Table 4. Respondents’ Assessment on the Effectiveness of the Developed Online Hotel Reservation 

and Billing System for Imus Institute in Terms of Speed 
 

Legend: 5.00 – 4.60 as Very Fast; 4.59 – 4.00 as Fast; 3.59 – 3.00 as Moderately Fast; 2.59 – 2.00 as 
Slow; 1.59 – 1.00 Very Slow  
 
2. Accuracy.  Table 5 below shows the assessment of the respondents on the effectiveness of the 

developed Online Hotel Reservation and Billing System for Imus Institute in terms of Accuracy. 
The item number five, “information display on receipt is accurate”, received the highest rating 
with a weighted mean of 4.61 (very accurate). Items one and two, “displays exact data during 
search” and “correct computation of bills”, both obtained a weighted mean of 4.57 (accurate). 
Items three and four, “The software provides accurate results such as reservations and reports.” 
and “The software generates correct reports of reservation and billing information.”, obtained a 
weighted mean of 4.54 (accurate). 

 
Table 5. Respondents’ Assessment on the Effectiveness of the Developed Online Hotel Reservation 

and Billing System for Imus Institute in Terms of Accuracy 
 

CRITERIA MEAN VERBAL 

CRITERIA MEAN VERBAL INTERPRETATION 
Load Time of Module is within 1-3 
seconds. 4.46 Fast 

Generation of reports is fast. 4.36 Fast 
Backup files is fast. 4.29 Fast 
The software provides faster search and 
updating of reservation records and 
information. 

4.64 Very Fast 

Request for reservation results are 
available in due time. 4.46 Fast 

Average 4.44 Fast 

INTERPRETATION 
Display exact data during search. 4.57 Accurate 
Correct computation of bills. 4.57 Accurate 
The software provides accurate results such as 
reservations and reports. 4.54 Accurate 

The software generates correct reports of reservation 
and billing information. 4.54 Accurate 

Information display on receipt is accurate. 4.61 Very Accurate 
Average 4.57 Accurate 
 

Legend: 5.00 – 4.60 as Very Accurate; 4.59 – 4.00 as Accurate; 3.59 – 3.00 as Moderately Accurate; 
2.59 – 2.00  as Less Accurate; 1.59 – 1.00 as Not Accurate 
 
3. User–Friendliness.  Table 6 shows the assessment of the respondents on the effectiveness of the 

developed Online Hotel Reservation and Billing System for Imus Institute in terms of User-
friendliness. The fifth item, “The software is easy to navigate”, obtained the highest rating of 4.71 
on its weighted mean.  Item number three, “Message alerts pop ups whenever errors occur”, got 
the second to the highest ratings with a weighted mean of 4.43. Item number one, “The software 
has tooltip text instruction and icons and item number two”, obtained a weighted mean of 4.32. 
Item number two, “Help Facility is available”, obtained a weighted mean of 4.29. While the item 
number 4, “User’s manual is provided (soft and hard copy)”, obtained 4.18 of weighted mean. 

  
Table 6. Respondents’ Assessment on the Effectiveness of the Developed Online Hotel Reservation 

and Billing System for Imus Institute in Terms of User – Friendliness 
 

CRITERIA MEAN VERBAL INTERPRETATION 
The software has tooltip text 

instruction and icons. 4.32 Slightly User-friendly 

Help Facility is available. 4.29 Slightly User-friendly 
Message alerts pop ups whenever 

errors occur. 4.43 Slightly User-friendly 

User’s manual is provided (soft 
and hard copy). 4.18 Slightly User-friendly 

The software is easy to navigate. 4.71 Very User-friendly 
Average 4.39 Slightly User-friendly 

 
Legend: 5.00 – 4.60 as Very User-friendly; 4.59 – 4.00 as Slightly User-friendly; 3.59 – 3.00 as User-
friendly; 2.59 – 2.00 as Less User-friendly; 1.59 – 1.00 as Not User-friendly 

 
4. Security.  Table 7 below shows the assessment of the respondents on the effectiveness of the 

developed Online Hotel Reservation and Billing System for Imus Institute in terms of Security. 
The item number one, “Username and password are enforced”, received weighted mean of 4.43 
(Very Secured). Item number two and three, “User privileges and access rights are defined.” and 
“User privileges and previous pages cannot be viewed after logging out.” obtained a weighted 
mean of 4.39. Item number four, “System is up to date.” obtained a weighted mean of 4.46 (Very 
Secured). Item number five, “Error messages are vague.” obtained a weighted mean of 4.2 (Very 
Secured). 

 
Table 7. Respondents’ Assessment on the Effectiveness of the Developed Online Hotel Reservation 

and Billing System for Imus Institute in Terms of  Security 
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available in due time”, obtained a weighted mean of 4.46 (fast). Item number two, “Generation of 
reports is fast”, obtained a weighted mean of 4.36 (fast), and while item numbers three, “Backup 
file is fast”, had a weighted mean of 4.29 (fast). 

 
Table 4. Respondents’ Assessment on the Effectiveness of the Developed Online Hotel Reservation 

and Billing System for Imus Institute in Terms of Speed 
 

Legend: 5.00 – 4.60 as Very Fast; 4.59 – 4.00 as Fast; 3.59 – 3.00 as Moderately Fast; 2.59 – 2.00 as 
Slow; 1.59 – 1.00 Very Slow  
 
2. Accuracy.  Table 5 below shows the assessment of the respondents on the effectiveness of the 

developed Online Hotel Reservation and Billing System for Imus Institute in terms of Accuracy. 
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CRITERIA MEAN VERBAL 

CRITERIA MEAN VERBAL INTERPRETATION 
Load Time of Module is within 1-3 
seconds. 4.46 Fast 

Generation of reports is fast. 4.36 Fast 
Backup files is fast. 4.29 Fast 
The software provides faster search and 
updating of reservation records and 
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4.64 Very Fast 

Request for reservation results are 
available in due time. 4.46 Fast 

Average 4.44 Fast 

INTERPRETATION 
Display exact data during search. 4.57 Accurate 
Correct computation of bills. 4.57 Accurate 
The software provides accurate results such as 
reservations and reports. 4.54 Accurate 

The software generates correct reports of reservation 
and billing information. 4.54 Accurate 

Information display on receipt is accurate. 4.61 Very Accurate 
Average 4.57 Accurate 
 

Legend: 5.00 – 4.60 as Very Accurate; 4.59 – 4.00 as Accurate; 3.59 – 3.00 as Moderately Accurate; 
2.59 – 2.00  as Less Accurate; 1.59 – 1.00 as Not Accurate 
 
3. User–Friendliness.  Table 6 shows the assessment of the respondents on the effectiveness of the 

developed Online Hotel Reservation and Billing System for Imus Institute in terms of User-
friendliness. The fifth item, “The software is easy to navigate”, obtained the highest rating of 4.71 
on its weighted mean.  Item number three, “Message alerts pop ups whenever errors occur”, got 
the second to the highest ratings with a weighted mean of 4.43. Item number one, “The software 
has tooltip text instruction and icons and item number two”, obtained a weighted mean of 4.32. 
Item number two, “Help Facility is available”, obtained a weighted mean of 4.29. While the item 
number 4, “User’s manual is provided (soft and hard copy)”, obtained 4.18 of weighted mean. 
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and Billing System for Imus Institute in Terms of User – Friendliness 
 

CRITERIA MEAN VERBAL INTERPRETATION 
The software has tooltip text 

instruction and icons. 4.32 Slightly User-friendly 

Help Facility is available. 4.29 Slightly User-friendly 
Message alerts pop ups whenever 

errors occur. 4.43 Slightly User-friendly 

User’s manual is provided (soft 
and hard copy). 4.18 Slightly User-friendly 

The software is easy to navigate. 4.71 Very User-friendly 
Average 4.39 Slightly User-friendly 

 
Legend: 5.00 – 4.60 as Very User-friendly; 4.59 – 4.00 as Slightly User-friendly; 3.59 – 3.00 as User-
friendly; 2.59 – 2.00 as Less User-friendly; 1.59 – 1.00 as Not User-friendly 

 
4. Security.  Table 7 below shows the assessment of the respondents on the effectiveness of the 

developed Online Hotel Reservation and Billing System for Imus Institute in terms of Security. 
The item number one, “Username and password are enforced”, received weighted mean of 4.43 
(Very Secured). Item number two and three, “User privileges and access rights are defined.” and 
“User privileges and previous pages cannot be viewed after logging out.” obtained a weighted 
mean of 4.39. Item number four, “System is up to date.” obtained a weighted mean of 4.46 (Very 
Secured). Item number five, “Error messages are vague.” obtained a weighted mean of 4.2 (Very 
Secured). 

 
Table 7. Respondents’ Assessment on the Effectiveness of the Developed Online Hotel Reservation 

and Billing System for Imus Institute in Terms of  Security 
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CRITERIA MEAN VERBAL INTERPRETATION 
Username and password are enforced. 4.43 Very Secured 
User privileges and access rights are 
defined. 4.39 Very Secured 

Previous pages cannot be view after 
logging out. 4.39 Very Secured 

System is up to date. 4.46 Very Secured 
Error messages are vague. 4.2 Very Secured 
Average 4.43 Very Secured 

Legend: 5.00 – 4.60 as Highly Secured; 4.59 – 4.00 as Very Secured;3.59 – 3.00 as Secured; 2.59 – 
2.00 as Less Secured; 1.59 – 1.00 as Not Secured 
 
5. Summary of the Evaluation of the Impact of Service of the Developed Online Hotel Reservation 

and Billing System for Imus Institute. The accuracy of the software, received the highest rating 
with a weighted mean of 4.57(Very Accurate). The speed received second to the highest rating 
with a weighted mean of 4.4 (Fast). The security received weighted mean of 4.43 (Very Secured), 
while the user-friendliness had a weighted mean of 4.39 (Slightly User-friendly).  

 
Table 8. Summary of the Evaluation of the Impact of Service of the Developed Online Hotel 

Reservation and Billing System for Imus Institute 
 

SUMMARY MEAN VERBAL INTERPRETATION 
Speed 4.44 Fast 

Accuracy 4.57 Accurate 
User-friendliness 4.39 Slightly User-friendly 

Security 4.43 Very Secured 
 
 
 
 

 
SUMMARY OF FINDINGS, CONCLUSIONS AND RECOMMENDATIONS 

 
Summary of Findings 

 
The results of the study were summarized in order to answer the question in the statement of the 
problem. 
 
Profile of the respondents 
 
There were twenty eight (28) respondents from HRM/Tourism Department. Of the 28 respondents, 
fourteen (14) or fifty percent (50%) are males and the other fourteen (14) or fifty percent (50%) are 
females. Majority of the respondents are aged 16-20 years old. This constituted of eighty five point 
seventy one percent (85.71%) of the total number of respondents. Majority of the respondents are 
second year. This constituted of forty six point forty three percent (46.43%) of the total number of 
respondents. 
 
Effectiveness of the Online Hotel Reservation and Billing System for Imus Institute 
 
The respondents assessed the effectiveness of the software Online Hotel Reservation and Billing 
System in terms of speed, accuracy, user-friendliness, and security. The respondents assessed the 
effectiveness of the software Online Hotel Reservation and Billing System as “fast” with an average 

mean of four point forty four(4.44). The respondents assessed the effectiveness of the software Online 
Hotel Reservation and Billing System as “very accurate” with an average mean of four point fifty 
seven (4.57). The respondents assessed the effectiveness of the software Online Hotel Reservation and 
Billing System as “slightly user-friendly” with an average mean of four point thirty nine (4.39). The 
respondents assessed the effectiveness of the software Online Hotel Reservation and Billing System 
as “very secured” with an average mean of four point forty three (4.43). 
 
Conclusion 
 
Based on the findings gathered, the following conclusion were drawn by the researchers 

1. With the implementation of MySQL as the systems back end which is more advanced and has additional 
features compare to other databases, the company has benefit of less expensive data storage because it is 
popular and free to download in addition it is very customizable, the user can customize its function with 
the knowledge of technical know-how. Furthermore data’s that are stored in MySQL are very accessible 
and can be easily manipulated with a basic knowledge of Structured Query Language (SQL) which easy to 
learn and use and available on different operating systems moreover creating backup for the saved data’s 
provide ease for every user of the system. 

2. Increase the security and confidentiality of each files and report by the provided security module, a log-in 
form that has three (3) levels of access. The administrator, the professors and the student level of 
access.  Each has a unique username and password thus making the system more secured.  

3. The system providesa monitoring module that displays an overview of the system which accessible by the 
professors and students. With this the professors and students can easily view which dates are available or 
unavailable for reservation of rooms, furthermore the system also provides an organized view of confirmed 
reservation and pending reservations. 

4. Searching and retrieval of records made easier since there has a search module that filters all the needed 
records. Having a search module lessens the time of looking for records that is done manually on the 
existing system. 

Recommendations 
 
The researchers came up with the following recommendations: 

1. Include the company’s other additional services as part of the reservation system.  
2. Upgrade the system by including online payment through PayPal, thus giving their client the ease of easily 

and immediately paying their reservation fee without leaving their own home. 
3. Add modules and additional features that is open for further improvements and developments because of 

the fast pacing changes in technology. 
4. Upgrade the system to online inquiry, so that the client can easily get a feedback or answer once they send 

an inquiry or message. 
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ABSTRACT 

This research is aimed at describing and analyzing the market share of Islamic bank in 
ASEAN Economic community which is begun at the end of 2015. This research is 
descriptive analysis. The data used in this research was secondary data which was obtained 
from book, journal, report, and other information related to this research. The technique 
used in collecting the data was library research. The method used in analyzing the data was 
content analysis. The finding of the research shows that the main market share of Islamic 
bank is having improvement for the last five years, particularly in countries where the 
majority of the population having a religion Islam like Indonesia, Malaysia, Brunei 
Darussalam, and some part of other ASEAN countries. It indicates that the market share of 
Islamic bank in ASEAN countries is great. Therefore, strategy and regulation are needed to 
develop Islamic bank in order it is accepted widely by ASEAN Community. 

Keywords: Market Share, I s l ami c  B ank ,  ASE A N  E con omi c  Com mu ni t y.  

 

1. Introduction 

At the ASEAN Summit held in Phnom Penh, the end of 2013 ago, several countries have 
signed three (3) pillars of mutual agreement on the establishment of the ASEAN 
community, which will begin on December 31 2015. The three pillars are security 
community, economic community and socio-cultural community. 

Integration of Indonesia, Thailand, Malaysia, Singapore, Brunei Darussalam, Cambodia, 
Vietnam, Laos, Myanmar and Philippines, on the ASEAN community, marking the 
opening of barriers between countries is one with the other countries. Every citizen can 
visit each other without hindrance to study, work, invest and do other activities (Wijaya, 
2015). 

The integration of these countries into the ASEAN Economic Community in 2015, will be 
new opportunities in education, social, cultural, political, economic and, defense and 
security. Conversely, if not ready for it, then the ASEAN Economic Community in 2015 
could be a threat to a country in competition with other ASEAN countries. 

One area that will play a role in the ASEAN Economic Community 2015 is the Islamic 
finance industry. Islamic finance industry, particularly banks, in the last decade has 
experienced unprecedented growth. Islamic bank has become an important part of the 
world's financial industry with presence in many countries, including in the ASEAN 
region. 
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The growth of Islamic bank in the ASEAN region is quite diverse. The only country in the 
ASEAN region that fully supported Islamic bank is Malaysia. All transactions at 
government, private sector and individuals use Islamic bank. The percentage of market 
share of Islamic bank will follow the population. Some experts argue that the growth of 
Islamic bank in Malaysia has reached its peak. Market share has been fixed capital for 
Islamic banks in Malaysia. Facing ASEAN Economic Community, Islamic bank in 
Malaysia just takes effort to continually improve its performance. 

Difference with Malaysia, Islamic bank in Indonesia has not received full support from the 
government. Commercial banks still a reliable transaction for government, private and 
public. Market share of Islamic bank in Indonesia is still relatively small compared to 
commercial banks. The development of Islamic bank in Indonesia is still a market driven 
and bottom-up impetus in meeting the needs of society. But according Alamsyah (2012), 
Indonesia has the potential to become a global Islamic financial players, such as: (i) a large 
number of Muslim population into potential clients Islamic finance industry; (ii) the 
economic outlook bright, reflected relatively high economic growth (range of 6.0% until 
6.5%) were underpinned by solid economic fundamentals; (iii) improving Indonesia's 
sovereign credit rating to investment grade will increase the interest of investors to invest in 
the domestic financial sector, including Islamic finance industry; and (iv) has abundant 
natural resources that can be used as underlying Islamic finance industry. 

Brunei Darussalam has conditions similar with Malaysia. Although limited market share, 
proportional with the population of Brunei Darussalam, but Brunei Darussalam comes out 
to 18 (eighteen) who have sharia asset is US $ 3,201.4 billion, below Indonesia, which was 
ranked 17 (seventeen). 

In general, market share of Islamic bank in the ASEAN region remained in countries whose 
majority are Muslims. As for the majority country is not Islamic, Islamic bank's presence is 
still limited even yet exist. It is a challenge for the Islamic bank to continue for develop its 
market share in the ASEAN region, both in the country predominantly Muslim and 
non-Muslim. So that the formulation of the problem in this research is how the market 
share of Islamic bank in facing ASEAN Economic Community in 2015? 

 

2. Research Method 

This design research used secondary data as a reference to answer the problem. Secondary 
data used comes from books, journals, reports and other information related to this study. 
Data collecting techniques is literature research. It will further be seen concerning market 
share contained Islamic bank in Indonesia, Malaysia, Brunei Darussalam and other 
ASEAN countries. The type of research used descriptive research, descriptive research is a 
research method that describes and interprets the object in accordance with actual 
conditions. 

With descriptive methods, researchers can perform connection between variables, testing 
hypotheses, develop generalizations, and developed a theory that has universal validity. 

 

3. Result and Discussion 

At this time, the ASEAN countries consist of 11 countries, namely Indonesia, Philippines, 

Vietnam, Thailand, Myanmar, Malaysia, Cambodia, Laos, Singapore, Timor Leste and 

Brunei Darussalam. Its total population is 608 million people. Population majority 

religion of Islam only spread in three (3) countries, namely Indonesia, Malaysia and 

Brunei Darussalam. Based on census data, (BPS Indonesia, 2010) the number of Muslim 

population in 2010 is 220 million people (87.18%) of the total population of Indonesia, 

amounting to 253 million. The number of Muslim population in Malaysia in 2010 is 18 

million people (61.30%) of the total Malaysia population, amounting to 30 million 

(Wikipedia). Brunei Darussalam has a Muslim population in 2010 is 283 thousand people 

(67%) of the total population of Brunei Darussalam, amounting to 423 thousand people 

(Wikipedia, taken on March 3, 2015, 17:34 pm). The total population of Muslim majority 

in three (3) states is a fixed market share for Islamic financial institutions in addition to 

several other ASEAN countries are predominantly not Muslim. Market Share is the 

proportion of part-owned sales by competitors in the relevant market (Kotler, 2006). 

Market share can be divided by demographic or geographic bigger according to the size, 

type of customer, and used technology. 

Islamic Financial Institutions contained in the ASEAN region countries consists of 

Islamic bank and non-bank financial institution that adheres to Sharia system, such as 

Islamic microfinance institutions, sharia pawnshops, Islamic insurance, Islamic capital 

markets and non-bank Islamic financial institution. 

The Government of Indonesia has not fully support the existence of Islamic bank. The 

Indonesian government also still acknowledges their reliance on commercial banks. The 

Indonesian government and people have to know beforehand commercial banks than 

Islamic bank. The Islamic bank regulation born in 2008, 2009 and 2010. Up to now, the 

Islamic bank in Indonesia is still much more to offer financing services such as Murabahah 

and Salam. 

 

Table 1. The Number of BUS, UUS, BPRS, Office Network, Asset, DPK and PYD 
 

Indicator 2010 2011 2012 2013 

BUS 11 11 11 12 

UUS 23 24 24 32 

BPRS 150 155 155 163 

Office Network 1,763 2,101 2,380 2,950 

Asset (M, Rp.) 100,258 148,987 149,321 260,366 

DPK (M, Rp.) 77,640 117,510 116,871 207,121 

PYD (M, Rp.) 70,190 105,331 106,532 196,491 

Source: Bank Indonesia (2015, be treated) 
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Based on Table 1, the growth of Islamic bank in Indonesia has experienced a period of 

growth. The number of Islamic banks (BUS) experienced a growth of 11 BUS in 2010, 

2011 and 2012 to 12 BUS year 2013. Not only in Islamic banks, increase also occurred in 

the number of offices Sharia, Sharia Rural Bank and office networks. In general, this 

indicates that the Islamic bank was infancy, and experienced unprecedented growth. 

The growth of Islamic bank indicated the increasing assets, deposits and PYD in 2013 

which amounted to 260,366; 207,121; 196,491. While the market share of Islamic bank to 

all banks still ranged 5 - 7%. 

According to Bank Indonesia (2014), estimated at the end of 2014, the total assets of 

Islamic banking is estimated Rp. 255.2 billion (pessimistic), Rp. 283.6 billion (moderate) 

and maximum Rp. 312 trillion (optimistic). While total deposits is estimated at Rp. 209.6 

billion (pessimistic), Rp. 220.7 billion (moderate) and Rp. 232.8 billion (optimistic), and 

the total financing will reach at least Rp. 216.7 billion (pessimistic), Rp228 trillion 

(moderate) and a maximum of Rp239.5 trillion (optimistic). Based on the three scenarios, 

the market share of Islamic banking in the late 2014 is expected between 5.25% until 

6.25%. 

Market share of Islamic bank in Indonesia increased from year to year. In 2011 reached 

3.98%, in the year 2012 rose to 4.58% and in 2013 became 4.86%. Market share of 

Islamic bank in Indonesia is only increased by 2%, 2.5% and currently 4% (Bank 

Indonesia, 2014). 

In Malaysia, the total support of the Malaysian government to influence the Islamic bank 

assets reached US $ 11.9 billion, and bring Malaysia into 3 (three) major Islamic finance 

industry in the world. Islamic bank in Malaysia was born 1983, whereas the existing 

regulation before Islamic bank was born. Until now, Islamic bank in Malaysia has taken a 

role in money market instruments and derivatives. 

 

Table 2. The Number of Asset, Financing and Deposit (RM Billion) 

 

Indicator 2011 2012 2013 2014 

Asset 434,665.5 494,705.2 558,295.0 625,227.7 

Financing 268,251.5 314,973.3 370,673.8 427,887.8 

Deposit 340,695.8 386,196.8 436,327.6 494,738.3 

Source: Bank Negara Malaysia (2015, be treated) 

 

Based on table 2, the growth of Islamic bank in Malaysia has experienced unprecedented 

growth. The amount of asset is increased RM. 434,665.5 million in 2011, RM. 494,705.2 

million in 2012, RM. 558,295.0 million in 2013 and RM. 625,227.7 million in 2014. For 

financing, Islamic bank in Malaysia is also well able to channel financing. In 2011 

amounted to RM. 268,215.5 million, in 2012 amounted to RM. 314,973.3 million, in 

2013 by RM. 370,673.8 million and in 2014 amounted to RM. 427,887.8 million. 

Government and community support against Islamic bank Malaysia indicated by the 

increasing number of deposit. RM. 340,695.8 million in 2011, RM. 386,196.8 million in 

2012, RM. 436,327.6 million in 2013 and RM. 494,738.3 million in 2014. 

Increasing the number of assets, financing and deposits that brought Malaysia into 3 

(three) major countries in the world that its Islamic Bank has the largest assets. Market 

share of Islamic bank in Malaysia has reached 20 percent (2014). 

The same as Malaysia, the market share of Islamic bank in Brunei Darussalam 

experienced a peak. Government and community support to the growth of Islamic bank is 

good enough. This can be seen from the table below, where the number of assets in 2012 

amounted to B$ 5,616,804 to 6,003,899 in 2013. Meanwhile, the number of equity also 

increased, from B$ 961.669 in 2012, became the B$ 1,017,254. 

 

Table 3. The Number of Asset, Liability and Equity (B$ Thousand) 

 

Indicator 2012 2013 

Asset 5,616,804 6,003,899 

Liabilities 4,655,135 4,986,645 

Equity 961,669 1,017,254 

Source: BIBD (2015, be treated) 

 

4. Conclusion, Implication, Suggestions and Limitation 

This study illustrates the market share of Islamic banks facing ASEAN Economic 

Community that will take effect at the end of December 2015. 

Indonesia, Malaysia and Brunei Darussalam are ASEAN countries which have the largest 

market share because the majority of the population in these countries is Muslim. 

Nevertheless, the growth Islamic banks in the three countries also vary. 

The growth of Islamic bank in Malaysia experienced rapid growth. This occurs because 

the total support of the government. All government funds should be managed by the 
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Islamic bank. So that in 2011, the total assets of Islamic bank in Malaysia amounted to 

Rp. 119 trillion and make Malaysia as rank 3 (three) in the global Islamic finance 

industry. 

Islamic Bank in Indonesia is also experiencing growth. Unlike in Malaysia, Indonesia is 

far behind from Malaysia. The first Islamic bank was born in 1992. The Regulation on the 

first Islamic bank, was also born in 2008. Although new Islamic bank in Indonesia is still 

far behind, but the assets of Islamic bank in Indonesia in 2010 has touched the figure of 

Rp. 78.14 trillion. 

While the growth of Islamic Bank in Brunei Darussalam, also experienced growth. Brunei 

Darussalam has a relatively small population compared to Malaysia and Indonesia. 

However, the total assets of Islamic bank in Brunei Darussalam reported about 6 billion 

BND. 

Market share of Islamic bank in three (3) countries will continue to experience growth. 

Flourish in their own countries and it was likely to be developed in the majority religion 

is not Islam. My growth and development of the market share of Islamic bank needs a 

good marketing strategy. Strategy to increase market share of Islamic bank will involve a 

wide range of stakeholders with companies, government, and society. 

Strategies that can be done by the countries in the ASEAN region to expand market share 

in Islamic bank are: 

1. ASEAN countries need to fully support the establishment of Islamic bank, as was 

done by Malaysia. More and more Islamic bank, more and more communities and 

government agencies that save their money, then the assets of Islamic bank will 

increase. 

2. Using information technology such as media and social networking to market their 

products in the ASEAN region Islamic bank. This is done to accelerate and expand 

the information about the products Islamic bank, and is expected to raise public 

awareness of Islamic bank. 

3. Develop hard skills and soft skills of human resources Islamic bank. Development of 

human resources will bring knowledge of human resources Islamic bank broader and 

deeper about Islamic bank. At the time of the ASEAN Economic Community applied, 

there will be increasingly fierce competition between banks. Therefore, it needs to be 

supported by human resources management that is ready to compete in a competitive 

market. 

4. Islamic bank synergy with other Islamic financial institutions to increase competitive 

advantage and a fundamental Islamic finance industry in the ASEAN region. 

Increased market share will affect the competitive advantage of Islamic financial 

institutions, particularly the Islamic bank and Islamic bank will provide an opportunity to 

compete in regional and international markets. 

This study described and analyzed the market share of Islamic bank facing ASEAN 

Economic Community in terms of marketing management perspective. The limitations of 

this study, the researchers suggest that it is necessary to study other aspects, for example, 

viewed from the perspective of financial management, human resource management, 

operations management and others. 
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