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ABSTRACT

The specific question that this paper seeks to answer is: do psychographic culturally-anchored values act as antecedents to positive word of mouth intention independently of an individual’s generational (Generation Y rather than Generation X) membership? This question has important implications for service-based industries like universities. Results suggest that positive word of mouth intention is influenced by psychographic characteristics. Generation Y’s positive word of mouth antecedents were: high collectivism, high uncertainty avoidance, and high power distance. Generation X’s had only one antecedent, high collectivism. This paper concludes by outlining the areas for future research of Generation Y and the implication of this research for university leaders tasked with enhancing positive word of mouth in current students and alumni.
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INTRODUCTION

With each passing year the proportion of Generation Y students studying at universities is increasing. As this generational change is occurring many universities are also confronting a more connected global marketplace, where the attraction and retention of talented students is also becoming increasingly competitive. These changes have lead to an increased emphasis on the marketing of courses; positive word of mouth behaviour from alumni and existing students is also an important complementor to any university marketing programme (Twitchell, 2005).


It seems highly plausible that social media has increased the importance of positive word of mouth in students’ course selection process though there is little extant research to support the contention. The ability for student opinions to connect via social media and be disseminated has been enriched dramatically in the last decade. Due to these changes in generational membership, globalisation of the university sector and competition for talented students it is important for university leaders and marketers involved in promoting universities to better understand how generational membership and psychographic characteristics shape positive word of mouth behaviour.

Word of mouth describes a person to person communication that is seen as a direct driver of brand choice (Uncles, East, & Lomax, 2010). Word of mouth can be either positive or negative and can be made face to face or online. Word of mouth can be defined as the “informal, person-to-person communication between a perceived non-commercial communicator and a receiver regarding a brand, a product, an organisation, or a service” (Harrison-Walker, 2001, p. 63).

One of the goals of relationship marketing is to turn new customers into regularly purchasing clients. For universities though they are service organisations, they have the characteristics of a subscription brand (Samson, 2006), where one customer may use one service provider at a time, and have the added difficulty in purchase regeneration in that there may be long periods between an individual themselves repurchasing the service. Nevertheless, the importance of turning alumni into active and vocal advocates for a university and a source of referrals is increasingly important in a connected global marketplace.

The aim of this paper is to clarify, first, if there are any generational differences in positive word of mouth behaviour and, secondly, to explain if psychographic characteristics like culturally anchored values explain variation in positive word of mouth intention between the generations and if so, is this explanation different. Though this study is in a university context its findings has potential relevance to other service-oriented organisations.

THEORETICAL BACKGROUND

The Generation Y consumer segment has been most commonly identified in the literature as the birth years 1977 to 1994/1995 (see: Bartlett, 2004; Wolburg & Pokrywczynski, 2001); and Generation X is generally seen as comprising the years 1965 to 1976 (see, Huntley, 2006). In most advanced economies globally, Generation Y is the key consumer segment and equates to almost 26% of the USA population and 27% of Australia’s population (Heaney & Gleeson, 2008). The extant English language literature (see: Bartlett, 2004; Sebor, 2006; Wood, 2004), not surprisingly, focuses on Anglo-Saxon societies (Hofstede, 1980; 2001) and the generational membership literature has rarely used insights provided by the cross-cultural differences literature. The generational membership literature has identified Generation Y as more difficult to market to and to generate loyalty in, than Generation X.

Members of Generation Y in comparison to Generation X have a tendency to be “team-oriented, optimistic, trusting of authority, technologically savvy, practical, community oriented, able to multi-task, achievement focused, goal oriented, etc.” (Griffin, Jones, & Spann, 2008, p. 62). Heaney’s (2007) Generation Y profile is consistent with Griffin et al. (2008), and adds that Generation Ys when compared to Generation Xs are more informed consumers. Heaney (2007, p. 199) also notes that “Generation Ys are notoriously fickle consumers who want to embrace fast changes but are at the same time brand and fashion conscious.” The Generation Y population have also been identified as: requiring recognition for their achievements; and are somewhat less committed to their workplace when compared to Generation X (Busch, Venkitachalam, & Richards, 2008). These generational differences may also be exhibited by students within the globally competitive higher education sector. The student relationship with a university is a complex one and generational differences may add to this complexity in our understanding of positive word of mouth behaviour.

Generational differences within Australia’s higher education sector also contain a change in the cultural mix of students, and the cross-cultural differences literature (see, Hofstede, 1980; 2001; Trompenaars, 1994), provides some insights into how cultural values might affect positive word of mouth behaviour. Australian universities students’ multiculturalism has been enhanced by migration and the internationalisation of education. Cultural customs have been identified as an influence on both attitudes and behaviours (see, Hofstede, 1980; 2001; Trompenaars, 1994). One of the most commonly cited definitions of culture is that presented by Hofstede (1980, p. 260), “the collective programming of the mind which distinguishes the members of one group or category of people from another.” Trompenaars (1993; 1994; 2003) conceptualises culture as how people develop knowledge and attitudes through context and how this is communicated and perpetuated. The application of cultural constructs identified by leading culture researchers like Hofstede (1980; 1985; 1991; 1993; 1994; 1998; 2001) and Trompenaars (1993; 1994; 2003) have been rarely applied (Robertson & Hoffman, 2000) within a higher education setting as a mechanism to understand differences in student populations. There is little research that has explored how culturally-anchored values may shape perceptions of positive word of mouth within the globally competitive higher education sector.


Robertson and Hoffman (2000) have applied Hofstede’s (1991; 2001) four-dimensional cultural framework comprised of power distance, uncertainty avoidance, individualism/collectivism, and masculinity/femininity within a university student population. Power distance is described as to what level a society expects and accepts the distribution of power is unequal. Uncertainty avoidance is the level of comfort a society has with ambiguous or unknown situations. The individualism/collectivism dimension presents polarised opposites whereby individualism represents distant relationships between individuals and collectivism represents strong cohesive relationships. The masculinity/femininity dimension, like the individualism/collectivism dimension, also presents polar opposites, where masculinity represents traditional gender stereotypes and femininity represents an overlap in gender roles. Many of Hofstede’s (1991; 2001) cultural dimensions have been adopted by the Globe Study of 62 societies (see: House & Javidan, 2004). This study will use Hofstede’s (1991; 2001) constructs, as operationalised by Robertson and Hoffman (2000), to provide a framework to measure culturally-anchored values. The link between culturally-anchored values and positive word of mouth is unexplored within the literature though numerous authors have noted that different marketing practices are needed in different cultures (Armstrong, Mok, Go, & Chan, 1997; Burton, 2009; Herbig, 1998). To engage in positive word of mouth involves some social risk taking.

How different culturally-anchored values may affect positive word of mouth intention has been rarely explored in the literature. Positive word of mouth intention can be considered an element of loyalty (Yoo & Donthu, 2001). The extant literature has a wide variety of definitions of loyalty, however, they can be categorically represented as either behavioural or attitude-behaviour combinations (see: East, Sinclair, & Gendall, 2000; Patterson, 2000). Yoo and Donthu (2001) provide the following definition which builds upon Aaker’s (1991) widely used conceptualisation of loyalty: “… the tendency to be loyal to a focal brand, which is demonstrated by the intention to buy the brand as a primary choice” (Yoo & Donthu, 2001, p. 3). Aaker (1991) identified the concept of brand loyalty to be the central component of brand equity, where high brand equity entails consumers continuing to purchase the brand despite increasing competition and cheaper substitutes coming into the market. Not only will consumers with high loyalty be willing to repurchase a product they are also more likely to engage in positive word of mouth behaviours to encourage others to purchase it. From a relationship marketing perspective students who have brand loyalty are engaged in positive word of mouth behaviour and act as brand advocates.


METHODOLOGY

This study was a cross-sectional non-stratified sample comprising of 499 (301 Generation Y and 198 Generation X) postgraduate business students studying in an Australian university. Gender was approximately even within the sample with 46% being female and 54% male. The generational age membership of participants were 60% Generation Y (birth years of 1977 to 1995) and 40% Generation X (birth years of 1965 to 1976). This generational percentage is consistent with the current ratio of enrolments within the postgraduate business discipline at Australian universities. All participants were asked to respond to Robertson and Hoffman’s (2000) cultural values scales derived from Hofstede’s (1980; 2001) cultural dimensions, for example the uncertainty avoidance scale items are: It is important to have job requirements and instructions spelled out in detail so that employees always know what they are expected to do; managers expect employees to closely follow instructions and procedures: rules and regulations are important because they inform employees what the organisation expects of them; standard operating hours and procedures are helpful to employees on the job; instructions for operations are important for employees on the job; and a referentially modified version of Yoo and Donthu’s (2001) overall brand equity scale (relabelled positive word of mouth intention in this study). Scale items are: I would take another course in my areas of interest if this university offered it; I would recommend to friends and others to take any course offered by this university if it was in their areas of interest; If a course with identical content was available at another university I would still prefer a course from this university; even if another university had courses as good as those from this university I would still choose this university. The Cronbach’s alphas for the likert scales ranged from 0.80 to 0.90 (see the diagonal in Table 1). The specific hypotheses examined in this study are:


H1:  Master of Business students’ psychographic characteristics (high culturally anchored values of collectivism, uncertainty avoidance, masculinity and high power distance) are significantly correlated at the zero-order level with positive word of mouth intention and will be significant for both Generation X and Generation Y membership.

H2:  Master of Business students’ psychographic characteristics (high culturally anchored values of collectivism, uncertainty avoidance, masculinity and high power distance) will each uniquely explain variation in positive word of mouth intention and will not vary by Generation X or Generation Y membership.



RESULTS

The results are presented in two parts to test the hypotheses. Table 1 presents the correlations for both generational segments (Generation Y and Generation X). As outlined in Table 1, H1 was partially supported, as all Generation Y’s psychographic culturally-anchored values were significant at a zero-order level with positive word of mouth intention, but only three out of four psychographic culturally-anchored values: high collectivism, high uncertainty avoidance, and high power distance for Generation X were significant. High masculinity was not significant for Generation X. Though the sample size of generational membership was different, on examination of the effect size shows that at 5.3% (0.2302) for Generation Y and 1.6% (0.1252) for Generation X, the significant difference is not due to the sample size above.


Table 1Correlation matrix



	Variable
	1

	2

	3

	4

	5




	1. High collectivism

	[image: art]

	0.471**

	0.257**

	0.155**

	0.291**




	2. High uncertainty avoidance

	0.347**

	[image: art]

	–0.030

	–0.167**

	0.213**




	3. High masculinity

	0.284**

	–0.035
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	0.578**

	0.230**




	4. High power distance

	0.277**

	–0.098

	0.613**
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	0.215**




	5. Positive word of mouth intention

	0.249**

	0.180*

	0.125

	0.144*
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Note: Correlations for Generation Y are presented in the upper diagonal (N = 301). Correlations for Generation X (N = 198) are presented on the lower diagonal. *Correlation is significant at the 0.05 level (2-tailed);**Correlation is significant at the 0.01 level (2-tailed). Cronbach’s alphas are on the diagonal, whereby the underlined Cronbach’s alpha coefficients are for Generation Y.

The two OLS regressions used to test H2 are presented in Table 2. An OLS regression was conducted to test Generation Y Master of Business students’ psychographic characteristics: high collectivism; high uncertainty avoidance; high masculinity; and high power distance on the dependent variable positive word of mouth intention. The multiple R (0.374) for the regression was significantly different from zero, [F(4, 296) = 12.024, p < 0.01]. In total 14.0% (12.8% adjusted) of variation in positive word of mouth intention was accounted for by the variables (R2 = 0.140, adj. R2 = 0.128). Table 2 indicates that the standardised regression coefficient (Beta) for three variables: high collectivism, high uncertainty avoidance, and high power distance were significant. Of the 14% explained variance, the squared semi-partial correlations show that high uncertainty avoidance explained 2%, high collectivism explained 1.8%, and high power distance explained 1.6% of unique variance when all other variables in the equation are controlled for. Though high masculinity also had a significant zero-order level correlation with positive word of mouth intention, it was not significant when controlled for. A second OLS regression was conducted to test Generation X Master of Business students. The multiple R (0.287) for the regression [F(4,193) = 4.347, p < 0.01] was significant. In total 8.3% (6.4% adjusted) of variation in positive word of mouth intention was accounted for (R2 = 0.083, adj. R2 = 0.064). Table 2 indicates the beta for high collectivism was significant. Of the 8.3% explained variance, the squared semi-partial correlation showed that high collectivism explained 2.2% of unique variance in positive word of mouth intention when all other variables in the equation are controlled for. Though high uncertainty avoidance and high power distance also had significant zero-order level correlations with positive word of mouth intention, they were not significant when controlled for.


Table 2Positive word of mouth intention OLS regressions

[image: art]


These results indicate for this sample of Master of Business students the psychographic variables are not only significant but also meaningful predictors of positive word of mouth intention accounting for 12.8% and 6.4% of variation in positive word of mouth intention. Not only were all the correlations significant for Generation Y, six of the nine correlations were higher than Generation X. For Generation X, however, the variable high masculinity was not significant. As predictors of positive word of mouth intention in Generation Y high uncertainty avoidance, high collectivism and high power distance all enhanced the amount of explained variation in positive word of mouth intention. For Generation X students in this sample, only high collectivism enhanced the ability to predict variation in positive word of mouth intention. The four psychographic culturally-anchored values explained 12.8% in positive word of mouth intention in Generation Y but only 6.4% for Generation X.

H2 was only partially supported. For Generation Y, 14% of positive word of mouth variance was explained by the psychographic variables. However, only three of these provided significant unique variation, when other variables were controlled for. These three variables were: high uncertainty avoidance, high collectivism and high power distance. Partial support was also due to H2 predicting that all four psychographic variables would contribute significant unique variation. The support for the hypothesis was further decreased as only one of the four psychographic variables, high collectivism, had a significant beta for Generation X. The pattern of significance was therefore different between the two generations with the psychographic variables explaining 12.8% for Generation X and only half as much 6.4% for Generation Y. Both results however are highly significant (p < 0.01).

DISCUSSION

The aim of this paper was to clarify if psychographic culturally-anchored values act as antecedents to positive word of mouth intention independent of an individual’s generational (Generation Y rather than Generation X) membership. The results from this study clarify that in a sample of postgraduate business university students positive word of mouth intention is influenced by an individual’s psychographic characteristics, but that the influence of psychographic culturally-anchored values are different depending on generational membership.

This is an important finding as the influence of the psychographic factors on positive word of mouth behaviour, specifically loyalty, has not been previously identified in the extant literature. Though the R2 was only 14%, the intent of the study was not to explain all antecedents to positive word of mouth within a university context but to clarify if culturally anchored values explain positive word of mouth intention. Further research is needed to look at how these variables interact with other antecedents to positive word of mouth intention. As noted in the literature review the link between culturally anchored values and positive word of mouth has been previously unexplored. The findings from this study revealed that not only is there a significant link between culturally anchored values and positive word of mouth in Generation Y but the culturally anchored value pattern is one that is more commonly found in non-Anglo Saxon countries (Hofstede, 2001).

Many countries in southern Asia (Gupta & Hanges, 2004) have the cultural pattern of high power distance, uncertainty avoidance and collectivism that was found in this study. This finding suggests that Generation Y postgraduate business students with this culturally anchored pattern are more likely to engage in positive word of mouth behaviour than those students with a more Anglo Saxon (Gupta & Hanges, 2004) culturally anchored value pattern of low power distance, low uncertainty avoidance and low collectivism. Further research is needed to clarify if culturally-anchored values predispose Generation Y members to develop brand loyalty.

This study also found that differences between the antecedents to positive word of mouth intention between the two generational segments is that for Generation X only the high collectivism psychographic characteristic is important for management attention, whereas for Generation Y high collectivism, high uncertainty avoidance and high power distance all warrant management attention. The reasons for this difference are also an area worthy of further research. This research, however, adds evidence to the contention that as a market segment Generation Y is different to Generation X.

This study addressed the potential usefulness of using psychographic culturally-anchored values as predictors of positive word of mouth intention. This study has contributed to knowledge by identifying that these variables significantly correlate to positive word of mouth intention in Generation Y students in a university context. This also has relevance for the redesign of marketing strategies previously developed for Generation X students. Further research is needed to clarify if the constructs apply in other service oriented organisations. Research is also needed to look at how other psychographic characteristics like national citizenship and religious affiliation intensity, might explain positive word of mouth intention. The measures used in this study have the advantage of having high parsimony and reliability and may provide a means of accounting for additional variation in positive word of mouth intention than that explained by other non-cultural psychographic measures. Research also needs to be undertaken in how psychographic characteristics might influence how social media is used for positive word of mouth communication.

The findings from this research is also useful to marketing professionals marketing universities as psychographic factors may influence the extent to which positive word of mouth behaviour complements their marketing campaign for Generation Y. These psychographic characteristics particularly: high uncertainty avoidance and high power distance did not act as significant antecedents for Generation X students. This suggests that different marketing strategies may not only be needed for Generation X and Generation Y (Heaney & Gleeson, 2008), and that cultural values behave differently on positive word of mouth behaviour between the different generational groups. An interesting area of research is the role student positive word of mouth behaviours (student endorsements) are more likely to shape decision choice in this southern Asian student cohort.

For university leaders tasked with the responsibility of enhancing positive word of mouth intention in a university context this study suggests that current students and alumni that are members of Generation Y with a high uncertainty avoidance, high collectivism and high power distance culturally-anchored psychographic profile are more likely to engage in positive word of mouth behaviours. This suggests that processes that diminish the level of felt uncertainty, that develops a sense of engagement with other students and that enhances higher education lecturers and administrators’ awareness that suggestions maybe misinterpreted as decisions with no appeal, and therefore no chance of recovery, may be particularly important practices to enhance positive work of mouth intention.

Generation Y students seem to have different antecedents to positive word of mouth intention than Generation X students. This paper suggests that there are differences in positive word of mouth behaviour between Generation X and Y and that psychographic factors influence this difference. Further research is needed to not only replicate this research but to determine if this difference is found only in a university context or whether it is also prevalent in other service-oriented organisations.
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ABSTRACT

This article expands the existing research on ethnic advertising by investigating young consumers’ attitudes towards targeted/ non-targeted ethnic advertisements as well as the moderating role of the strength of ethnic identity in an Eastern society. Eight hundred adolescents from different states within Malaysia were recruited for this research. Data were analysed using a MANOVA, and an independent sample t-test was used to examine group differences based on their exposure to targeted/non-targeted advertising as well as the intensity of ethnic affiliation. The MANOVA results indicate a main effect for advertisement type and the strength of ethnic identity. However, the results reveal no significant interactions. Further analysis of the data suggests that, compared with non-targeted respondents, targeted advertisement respondents have more positive attitudes towards the advertisement and the brand represented as well as greater subsequent purchasing intent. Interestingly, no significant differences were found between strong and weak ethnic identifiers in terms of attitudes towards targeted/non-targeted advertisements.

Keywords: Ethnic targeting, adolescents, targeted/non-targeted groups, strength of ethnic identity, Malay, theory of distinctiveness, theory of cultural schemas

INTRODUCTION

Multiethnic marketing has been rigorously explored in Western societies, providing a rich but limited view of the topic. An insufficient amount of research has focused on the cultural differences within a country when compared with the amount of literature on cross-cultural differences (Pankhania, Lee, & Hooley, 2007). Furthermore, the relevance and applicability of these concepts is limited without examining the issue from the perspective of societies other than Anglo-Saxon societies (SteenKamp & Baumgartner, 1998). Despite the established cultural differences in East and West, it is also important to note that the nature of these multiethnic societies is inherently different. For example, America’s multicultural society is represented as a melting pot whereas Malaysian society is represented as a salad bowl (Asma & Pedersen, 2003). Apart from these extremely important contextual differences, multicultural marketing research has mostly focused on minority groups and has generally ignored the issue from the perspective of young consumers (Appiah, 2001).

Adolescents as a group have remained on the fringes of market research until a recently (Wang, Holloway, Beatty, & Hill, 2007). The fundamental reason why researchers have ignored this important segment is the erroneous assumption that they are similar to adults. Therefore, it was believed that any explanation of adult consumer behaviour might also be applicable to adolescents (Boush, Friestad, & Rose, 1994). However, most psychologists disagree with this assumption. In their view, adolescents differ from children and adults in terms of their cognition, beliefs and attitudes. They thus constitute an independent and unique demographic group (Pechmann, Linda, Loughlin, & Frances, 2005; Thatcher, Walker, & Guidice, 1987). These reasons merit serious study of this important segment of the market. The dynamic nature of adolescents’ cognitive and social development makes it inappropriate to consider their behaviour similar to adults, and thus, an intense separate study of their consumer behaviour is required (Thatcher et al., 1987).

One out of six people in the world belongs to this age group (Ellssa, 2000). They are not just a demographic. They also have a unique culture with distinct values, language and identity (Henry, 2003). The exact economic value of this global segment is yet to be established, but some estimates indicate a market size of one hundred to one hundred seventy billion dollars a year in the United States alone (Boush, Marian, & Gregory, 1994; Collins, 2006; Ellssa, 2000). Although the exact market size estimate is not available for Malaysian adolescents, the value is believed to be similar, particularly because they also constitute the largest segment of the population. Adolescents are indispensable for companies seeking a healthy present and secure future in this contemporary consumer world.

Marketers’ interest in younger consumers has a twofold objective. First, young consumers have proven to be a lucrative global segment in terms of both size and purchasing power (Keegan & Green, 2008). The resounding commercial value of young consumers stems from the ability of their behaviour and attitudes to predict future changes in a society’s sociocultural fabric (Boush et al., 1994; Sellers, 1989; Widdicombe & Woffitt, 1995). Second, their existing consumption pattern has a profound effect on their future behaviour as adult consumers (Guest, 1955). Reaching this segment is not a straightforward issue. It requires a profound understanding of a multidimensional teen culture that is inspired by global and local society values (Ellssa, 2000). To exploit the benefits of targeting adolescents, marketers need to understand the relevance and applicability of potential targeting variables, such as social status, gender, religiosity, culture, hobbies and ethnicity (Schaefer, Hermans, & Parker, 2005). Specifically, ethnicity is one of the most relevant segmenting variables in the context of multiethnic societies such as Malaysia (Brumbaugh, 1997; Brumbaugh & Grier, 1999; Burton, 2000).

It has been argued that cultural differences among ethnic groups in Malaysia are rooted in the disparate origins of its communities, making the Malaysian consumer market heavily ethnically segmented (Salleh et al., 1998; Mokhlis, 2009). Past research into Malaysian teenagers’ influence on family purchase decisions revealed that, more so than other factors, ethnicity was a significant predictor of purchase decisions (Kamaruddin & Mokhlis, 2003). Others investigating Malaysian teens’ consumption behaviour report significant differences based on respondents’ ethnicity (Mokhlis, 2006).

In a multiethnic society, an ethnic group with a distinctive set of beliefs and behaviours that markedly affect their consumption patterns constitutes a subculture (Sirkeci, 2009). Thus, it is important for marketers to recognise and understand cultural uniqueness in order to deliver value to a particular segment (Sirkeci, 2009; Solomon, Marshall, & Stuart, 2006). However, although ethnic marketing has great relevance and consistent application in Malaysian society, little empirical evidence is available regarding its effectiveness in general and for young consumers in particular.

Following from the above, the present study’s objective is to empirically validate the relevance and applicability of ethnic advertising for young consumers of a majority ethnic group in Malaysia. According to the 2005 population census, the total population of Malaysia is nearly 26 million. The Malay and other indigenous groups constitute 65.1% of the total population, with the Chinese composing Malaysia’s largest minority (Department of Statistics Malaysia, 2010). “Malay”, as defined in article 160(2) of the Malaysian constitution, is a person who professes Islam, habitually speaks the Malay language and conforms to Malay customs (Asma & Pedersen, 2003; De Run, 2004).

To empirically examine the issue, we used quantitative methods to compare the reactions of young Malays towards targeted/non-targeted advertisements. Here, we first provide a brief review of the literature on ethnic advertising, targeted/non-targeted groups and related theories of cultural schemas, followed by detailed sections on research methodology, results, discussions and theoretical and managerial implications.


LITERATURE REVIEW

Ethnic Advertising

Ethnic cues such as language, cultural symbols and values are incorporated in advertisements to elicit a favourable response from the target ethnic group (De Run, 2007; Deshpande & Stayman, 1994; Koslow, Shamdansani, & Touchstone, 1994). The use of ethnic cues in an advertisement is consistent with the postulates of social identity theory (Tajfel & Turner, 1985). The social identity theory hypothesises that recognising the cultural distinctiveness of a target group by advertisers can lead the respondent to a more positive evaluation of the advertisement. Thus, advertisements that depict clear ethnic cues, such as ethnic characters, images, and values held by a target group, tend to generate more positive attitudes towards the advertisement and possibly stronger purchase intent (Appiah, 2001; Appiah & Yung, 2009; Elliott & Wattanasuwan, 1998; Forehand & Deshpandé, 2001; Sierra, Hyman, & Torres, 2009).

Long before incorporating the broader concept of ethnicity in advertising research, the advertising research area was rigorously studied in the United States through the narrow lens of race. Past research investigating the issue studied the effects of model, celebrity and endorser race on subjects’ attitudes towards the advertisement (Barban, 1969; Block, 1972; Jackson, Hymes, & Sullivan, 1987; Ronald, Joseph, & Paul, 1979; Whittler, 1989). Despite many researchers having used race and ethnicity interchangeably, race refers to a group that encompasses similar physical attributes while ethnicity describes a group that shares customs, values and language (Appiah & Yung, 2009; Gaylord-Harden, Ragsdale, Mandara, Maryse, & Petersen, 2007). Race can be part of ethnic identity formation but cannot be used interchangeably with the much broader concept of ethnicity (Gaylord-Harden et al., 2007; Phinney, 2007).

The use of the term ethnicity and its role in advertisement effectiveness first appeared in the seminal work of Deshpande, Hoyer and Donthl (1986). They found that Hispanic consumers with strong ethnic identity favoured companies that used Hispanic media and language to advertise their products (Deshpande, Hoyer, & Donthl, 1986). Other researchers on ethnic Hispanics’ media preferences report that strong ethnic identifiers are more willing to seek out ethnic media with which they can identify (Webster, 1992; Torres & Briggs, 2007). Furthermore, past research suggests that a minority group’s use of its native language positively correlates with high ethnic identifiers compared with low ethnic identifiers (Deshpande & Stayman, 1994; Donthu & Cherian, 1994; Noriega & Blair, 2008).


The introduction of the concept of situational ethnicity aided research progress. Situational ethnicity is how someone feels about his/her ethnic identity in a particular context (Sekhon & Szmigin, 2009; Stayman & Deshpande, 1989; Torres & Briggs, 2007). Previous research has found that consumer response to ethnic advertising is influenced by the context in which the advertisement is placed (Wooten & Galvin, 1993). The context-bound effect of ethnic advertising was highlighted for its relevance to the majority or minority status of an ethnic group. Past research indicates that subjects report an increase in ethnic self-awareness when their ethnicity is featured in a context where the subject’s ethnicity is distinct (Deshpande & Stayman, 1994). Others have suggested that an ethnic group’s social status may also affect the salience of ethnicity. Research indicates that perceived status difference heightens the salience of an ethnic group and heightens positive responses towards ethnic advertisements (Grier & Deshpande, 2001). Thus, it is reasonable to expect a heightened sense of ethnic awareness from the Malay, who are still economically poor despite being a majority ethnic group.

The Unintended Consequences of Ethnic Targeting

The possibility of generating unintended effects has raised concern regarding the overall effectiveness of an ethnically targeted advertising strategy (Star, 1989). This has led to a number of studies attempting to measure the effect of targeted advertisements on targeted as well as non-targeted ethnic groups (Aaker et al., 2000; Appiah & Yung, 2009; Brumbaugh, 1997; De Run, 2004; Grier & Brumbaugh, 2006). Their results suggest a favourable response by distinct groups towards targeted advertisements compared with non-distinct groups and a negative response by both distinct and non-distinct groups towards non-targeted advertisements (Grier & Brumbaugh, 2006). Similar research in an Eastern context examining Malays and Chinese ethnic groups also supports the finding that non-targeted groups generally have less favourable attitudes towards ethnic advertisements (De Run, 2007).

Appiah (2001), in a United States study, examines the impact of adolescents’ strength of ethnic identity on their reaction towards culturally embedded targeted/non-targeted advertisements. His results, while suggesting that black and white respondents react more favourably towards advertisements depicting models and cultural cues from their ethnic group, fail to demonstrate any significant impact of the strength of ethnic identity (Appiah, 2001).

Several researchers have explored the interaction of ethnic primes targeting Asian-Americans and white Americans; the findings suggest that ethnic primes for distinct groups result in more favourable responses than majority groups. However, they also conclude that ethnic primes targeting minority groups generate negative responses from majority groups (Forehand & Reed, 2002; Torres & Briggs, 2007). Brett et al. (2004), while examining the effect of self-reference on Asian and white Americans, found that advertising consistent with a salient personal dimension generates spontaneous self-reference, as well as more positive attitudes towards the advertisement and the model in that advertisement.

A review of the limited research available on the unintended consequences of ethnic targeting reveals some important gaps in the literature. First, the bulk of the previous research was conducted in Western societies, and thus, empirical validation in Eastern societies is required for these findings to hold practical relevance. Second, research on ethnic advertising has mostly focused on adult groups and may not be generalisable to other demographic groups. The most important and significant of these demographic groups is adolescents. To exploit the benefits of targeting an adolescent group, a marketer needs to understand the relevance and applicability of potential targeting variables. It is therefore important to investigate the practicability and relevance of ethnic targeting for one of the most reachable and lucrative segments in the Malaysian market.

Theory of Distinctiveness and Cultural Schemas

The effectiveness of persuasion depends on its ability to lead an individual to find similarity between the source and himself (Aaker et al., 2000; Williams & Qualls, 1989; Wooten, 1995). This similarity judgment depends on the meaningfulness of the variables that are used to generate such feelings (Aaker et al., 2000; Tajfel, 1981). The more personally salient a variable is, the higher its likelihood of evoking the similarity effect. This phenomenon results from distinct individual traits that play a central role within one’s self-concept (Aaker et al., 2000; McGuire, 1984; McGuire & Fujioka, 1978). Prior persuasion experiments on self-schemata have demonstrated that matching a message or a product to an individual’s personality characteristics will augment already favourable reactions (Aaker, 1999; Grier & Deshpande, 2001; Wheeler, Petty, & Bizer, 2005).

Studies in the area of social psychology promote the role and importance of distinctive characteristics in an individual’s self-concept (Cota & Dion, 1986; McGuire & Fujioka, 1978; McGuire & McGuire, 1979). Ethnicity is one such distinct characteristic for minority groups in a multiethnic society. Ethnicity therefore qualifies as a salient targeted variable for minority groups as compared with majority groups (Deshpande & Stayman, 1994; Forehand & Deshpande, 2001).

However, the study of ethnicity in a social context requires more than simply understanding a group’s numeric status. As a social construct, ethnic groups feel the salience of their ethnicity in ways other than their numeric prevalence in society (Grier & Deshpande, 2001). Many researchers have questioned whether ethnic groups are distinct due to their numeric status or their sociocultural differences (Abrams et al., 1990; Moscovisi, 1975; Tajfel, 1981). Past research affirms that an increased sense of ethnic identity is possible in numerically majority groups if they perceive themselves to have a low social status (Grier & Deshpande, 2001). It is also possible for a majority group to experience heightened ethnic identity if they perceive the progress of a minority group to be economically or politically threatening (Che-Beng, 2000).

In a Malaysian context, it is also possible for ethnicity to serve as a salient and distinct characteristic for a majority group. Malays, while the country’s dominant ethnic group, remain economically poorer than other minority groups, particularly the Chinese. This inequality has led to the doctrine of New Economic Policy, an affirmative action program that is designed to retain economic balance in Malaysian society (Che-Beng, 2000). These contextual realities in Malaysia create the possibility that the question of ethnicity as a salient variable may be answered outside the Western construct of dominant and non-dominant groups.

The theory of cultural schemas explores this issue from a cultural perspective. Culture is knowledge regarding a set of beliefs, values and norms that is shared and propagated by a particular group (Resnick, 1991). This conceptualisation of culture allows group members to act and think in a cohesive manner (Sharifian, 2003). Cultural conceptualisations can be grouped into two major categories: cultural schemas and cultural categorisation (Rosch, 1978; Rumelhart, 1980; Sharifian, 2003). Cultural schemas function as a proxy for understanding the real world (Casson, 1983; Singh, 2004). These schemas serve as fundamental elements that formulate the cultural model shared by group members and are less likely to be understood by those outside that group (D’Andrade & Roy, 1987).

In a multicultural society, members of a dominant group are socialised within one cultural model. Conversely, non-dominant groups are socialised within both cultures as a result of media and social interaction with the dominant group (Brumbaugh, 2002; De Run, 2007). These models are stored in memory and can be activated if relevant cues are provided. These findings have serious implications for the impact of advertising that targets majority or minority groups.

Research suggests that advertising reflecting dominant cultural models can activate similar cultural models in both dominant and non-dominant groups (De Run, 2007). Of course, non-dominant group advertising can generate a negative response from a majority group, as they normally do not understand minority group culture. Nevertheless, results from previous research have failed to establish conclusive evidence regarding negative attitudes of dominant groups towards non-targeted advertising (Brumbaugh, 1997; De Run, 2004; Grier & Brumbaugh, 2006). As members of a dominant culture, Malays have only one cultural model and thus may not respond positively towards advertising that targets Chinese adolescents.

The postulate was tested with the help of the following hypotheses:

H1a:    Majority (Malay) ethnic group members will have more positive attitudes towards the targeted advertisement compared with the non-targeted advertisement.

H1b:    Majority (Malay) ethnic group members will have more positive attitudes towards the brand in the targeted advertisement compared with the non-targeted advertisement.

H1c:    Majority (Malay) ethnic group members will have higher purchase intent for products featured in the targeted advertisement compared with those in the non-targeted advertisement.

The Moderating Role of the Strength of Ethnic Identity

During adolescence, humans face the fundamental challenge of establishing a rational sense of self-identity (Erikson, 1968; Sellers, Copeland-Linder, Martin, & L’Heureux, 2006). Establishing self-identity is particularly important for adolescents so that they can develop a meaningful self through the integration of different components of that self (Erikson, 1968; Feldman & Alto, 1996; Reich, Ramos, & Jaipal, 2000). Self-identity is a dynamic construct. It allows individuals to logically unite their self-concept with other existing perceptions in their lives (Adamson, Hartman, & Lyxell, 1999; Harter, 1983).

The difference between self- and ethnic identity is one of context. Ethnic identity is limited to exploring the role of ethnicity in the development of self-identity (Phinney & Devich-Navarro, 1997; Phinney and Ong, 2007). Past studies exploring identity development in adolescents define ethnic identity as a multidimensional construct that measures a person’s inner feelings, daily experiences and interpersonal interactions (Gaylord-Harden et al., 2007; Gong, 2007; Phinney, 1990; Steinberg & Morris, 2001). The possibility that ethnicity could play a more significant role in identity development increases its role in individuals’ daily lives. Naturally, this increasing role of ethnic identity also has ramifications for the consumer world.

It is not surprising that several researchers argue that the strength of ethnic identity is a better predictor of ethnic group members’ attitudes towards ethnic advertising, than any other demographic or psychographic variables. Ethnic identity is the intensity of affiliation felt towards one’s ethnic group (Deshpande et al., 1986). Past studies suggest that a sense of ethnic identity can affect consumer response to marketing activities, shopping behaviour and purchase intent (Davis & Gandy, 1999; Donthu & Cherian, 1994; Green, 1999; Webster, 1992). Many subsequent investigators report no significant difference between strong and weak ethnic identifiers in attitudes towards targeted advertisements (Appiah, 2001; De Run, 2007). In a recent study, however, United States subjects with strong identities from different ethnic backgrounds showed positive identification with the targeted advertisement (Sierra et al., 2009).

Regarding adolescents’ attitudes towards ethnic advertising, research in the United States has indicated that both majority and minority group members who strongly identify with their ethnic culture do not significantly differ from weak identifiers in terms of attitudes towards advertising (Appiah, 2001). These mixed results on the impact of the strength of ethnic identity on advertising attitudes call for further investigation. The following hypotheses were developed on the basis of the available findings in this area:

H2a:    Strong ethnic identifiers will differ from weak ethnic identifiers in terms of attitudes towards a targeted advertisement and the brand represented as well as purchase intent.

H2b:    Strong ethnic identifiers will differ from weak ethnic identifiers in terms of attitudes towards the advertisement and the brand represented as well as purchase intent.

METHODOLOGY

Research Design

The experiment employed a 2(Advertisement Type: Targeted; Non-targeted) × 2(Strength of Ethnic Identity: Strong; Weak) between-subject factorial design to capture the impact of targeted/non-targeted advertisements and the strength of ethnic identity on majority group adolescents. Factorial designs are common in advertising research of this nature (Aaker et al., 2000; De Run, 2007; Grier & Deshpande, 2001). The three dependent variables include (a) attitudes towards the advertisement; (b) attitudes towards the brand; and (c) purchase intent. A number of pre-tests were needed to develop suitable experiment stimuli. These pre-tests included tests to determine suitable products, test to select advertisement models that could be easily identified by their ethnicity, and tests to determine whether subjects perceived the intended advertisements as targeted or non-targeted. On the basis of these pre-test results, two advertisements were selected to serve as proxies for targeted/non-targeted advertising (refer Figure 1).

The stimuli consisted of a full-colour 8 1/2 x 11-inch photographic advertisement for a fictitious toothbrush brand, “CLEAN A”. In line with past research, ethnic-specific cultural cues were embedded in the advertisements while other features remained constant (Appiah & Yung, 2009; Appiah, 2001). The non-targeted advertisement for the Malay group embedded Chinese cultural cues: a red backdrop with firecrackers (embossed with Chinese characters) to indicate a Chinese New Year celebration, and a female Chinese model. The Chinese targeted advertisement was used as a proxy for the non-targeted advertisement to a Malay ethnic group because the Chinese are the largest minority in Malaysia, maintaining a significant media presence compared with other small ethnic groups. Thus, it is more realistic to expect that Malay adolescents will encounter more advertisements targeting Chinese ethnic groups than any other minority group. This provides a more realistic experimental setting than would the use of a different ethnic group advertisement as a non-targeted advertisement for Malay adolescents.
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Figure 1. Targeted/non-targeted advertisement for Malay ethnic group



The advertisement used for targeting the Malay ethnic group (Malay ethnicity is a combination of religion, race and language) used a green backdrop embossed with Muslim architectural decor commonly displayed on the walls and roofs of Malay religious buildings. The targeted advertisement for the Malay also depicted a Halal logo and a model wearing a headscarf, both common cultural symbols of the Malay ethnic group (Refer Figure 1). An effort was made in both advertisements to depict an equal number of cultural cues so that any attitudinal difference in a subject’s response to the advertisements could be attributed to those cues (Appiah & Yung, 2009).

Measurement Scales and Data Collection

This study applied the questionnaire survey method to verify the hypotheses. A questionnaire was developed using established scales, with slight modifications to suit the context. This study intentionally attempted to convert other types of scales to Likert-type scales. There are multiple reasons for this scale modification. First, the target group of this study was teenagers, most with no prior experience using semantic differential scales. In addition, Likert-type scales use a statement format and are easy to understand even without prior experience in filling out questionnaires.

The study used five different scales. Some scales were originally semantic differentials while others were Likert-type scales. If all the scales had retained their original format, inconsistent measurement schemes would have distracted respondents’ attention from providing their opinions to solving the issue of scale variations. Many researchers have successfully converted semantic differential scales into Likert-type scales (Ching, 2007; De Run, 2007).

Table 1 presents the scales used in this research. The first section of the questionnaire contains demographic variables such as age, self-reported ethnicity, gender, and other personal information. The second section contains questions regarding dependent and independent variables used in this research.


Table 1Scale used in this research



	Measure
	Author

	No. of items




	Purchase intention
	Yi (1990)
	3




	Attitude towards brand
	Gardner (1985); De Run (2004)
	4




	Attitude towards advertisement
	De-Run (2004)
	5




	Self reference
	Whittler (2002); Choi Lee, Nalini, & Brett (2002)
	4




	Strength of ethnic identity
	Phinney (1997), De Run (2004)
	5




Undergraduate marketing students of Universiti Malaysia Sarawak were recruited as data collection enumerators. Students were recruited to facilitate collection of the data from different states of Malaysia. They were formally briefed about the data collection method. After the briefing, each student was given 10 booklets containing the test advertisement and the questionnaire. The advertisement type was predetermined for each enumerator in order to ensure that the overall sample would represent both targeted/non-targeted respondents. The students were instructed to collect data by personally visiting public or private schools located in their native states during the months of February and March 2009. This was an assignment for their marketing research course.

A booklet, presented to each respondent, contained an introduction of the research and a brief explanation of its purpose. The booklet also contained instructions on how to fill out the questionnaire, a copy of the questionnaire and one of the experimental (targeted/non-targeted) advertisements. The introduction proclaimed that the marketing department of the “CLEAN A” toothbrush had requested that the author test their upcoming print advertisement. They were asked to view the advertisement for “CLEAN A” (fictitious brand) toothbrush as they might normally encounter print advertisements in a magazine or newspaper of their choice (Mackenzie & Spreng, 1992). Once they finished viewing the advertisement, respondents were asked to return it to the enumerator and fill in the questionnaire regarding the advertisement and related information. The format of questionnaire is presented in Appendix.

The data for the main study were collected in groups of 10 to 15 respondents at a time. Respondents were randomly assigned one of the two experimental advertisements. Using a stratified convenience sampling method, we recruited 800 respondents who ethnically self-identified as Malay and who were between 14 and 19 years of age. Respondents who failed to answer the self-reported ethnicity question or who completely ignored a section of the questionnaire were removed from further analysis. Seven hundred and forty questionnaires were deemed suitable. A description of the sample is presented in Table 2.

Data were tested for reliability and normality. Testing the normality of data was important because it is the key requirement for the data analysis methods employed in this study (MANOVA, ANOVA and SEM). In the first stage, the Box Whisker and Stem and Leaf Plots were used to detect any outliers for individual variables in the data. These observations are typically extreme scores on a given variable with the potential to seriously influence the normality of data. If these outliers’ values are less than 1% of the data and are not extreme, leaving them alone is more appropriate (Meyers, Gamst, & Guarino, 2006).

If the outliers are less than 5% of the data, recoding is suggested. As the percentage of outlier values in the data was less than 5%, extreme values were recoded up or down to the nearest value (Tabachnick & Fidell, 2001; Shammout, 2007). After data recoding, each variable value was converted into a Z score to identify the remaining outliers. A Z score that exceeds the threshold value of +/− 2.5 is considered a potential outlier and should be removed from the data. The Z score values indicate no further violation of the normality assumption (Hair Jr. et al., 2007; Meyers et al., 2006).


Table 2Description of sample



	Descriptive Statistic



	N
	
	740




	Gender
	Male
	42.4




	Female
	57.6




	Age
	14–15
	15.9




	16–17
	58.3




	18–19
	25.6




	Location (% of data collected)
	Sarawak
	53.61




	Sabah
	6.66




	Kuala Lumpur
	6.5




	Kedah
	6.1




	Perak
	2.7




	Terengganu
	1.6




	Kelantan
	2.4




	Pahang
	5.2




	Johor
	3.7




	Selangor
	2.4




	Perlis
	5.0




	Penang
	56.5




	Negeri Sembilan
	51.2




Scale reliability was established using Cronbach’s alpha, which offers confirmatory factor analysis and measures construct reliability for the scales used for each group (Table 3). The confirmatory factor analysis of the strength of the ethnic identity scale resulted in the removal of two items. These items related to “marrying in one’s own group” and “speaking my ethnic group language at home.” These items were removed because of low factor loading for the first item (below the cut-off criteria of 0.40) and error covariance for the latter with the item “I speak my ethnic group language with fluency.” Data normality was established with the help of skewness and kurtosis, as well as by visual examination of Q-Q plots.


Table 3Measurement model evaluation
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RESULTS

Manipulation Checks

Self-reference

Manipulation checks are important for ensuring the reliability of results. In the existing research context, ethnic cues in the advertisement were used as a surrogate for targeted/non-targeted advertising. It was hypothesised in this research that use of ethnic cues in the advertisements would result in a significantly higher level of self-reference from the target group compared with the non-targeted group.

Self-reference was measured using four items on a seven-point Likert-type scale (Choi et al., 2002). The average composite score of these items was used to measure subjects’ self-reference towards targeted/non-targeted advertisements. An independent sample t-test was conducted to compare subjects’ self-reference with regard to targeted/non-targeted ethnic advertisements. The result of the independent sample t-tests indicates that the manipulation was successful, as target group have significantly higher amounts of self-reference regarding targeted advertisements compared with non-targeted advertisements (Table 4).


Table 4Independent sample t-test (Malay group) for self-reference by advertisement type
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The aggregate average score of the items for each scale of the dependent variable was computed. A two-way multivariate analysis of variance between subjects was conducted on three dependent variables: attitudes towards the advertisement, attitudes towards the brand and purchase intent. Strength of ethnic identity was the composite of the mean score of the items used to measure the construct. The subjects were grouped into strong and weak ethnic identifier categories, using the split mean procedure. This method is consistent with previous research in similar contexts (Appiah, 2001; De Run, 2004; Donthu & Cherian, 1994). Subjects who scored higher than the mean value were categorised as strong ethnic identifiers; those who scored below the mean value were placed into the weak ethnic identifier group.

Box’s M test of equality of covariance was not significant (F = 1.07, p < .321), indicating homogeneity of the covariance matrix. Therefore, multivariate F test was examined using Wilks’ Lambda. Barlett’s test of sphericity was also significant (p < .0001), indicating that sufficient correlation exists between the dependent variates in the model.

The main effect for advertisement type (Wilks’ Lambda = .177, F = 51.99, p < .001) and strength of ethnic identity (Wilks’ Lambda = .04, F = 1.62, p < .042) were significant. The two-way MANOVA interaction effect was not significant (Wilks’ Lambda = .004, F = 1.001, p < .3992).

The next step in the data analysis process was to test the individual hypothesis with the help of the independent sample t-test. The independent sample t-test by advertisement type investigates the difference between majority group members regarding attitudes towards a targeted/non-targeted ethnic advertisement, attitudes towards the advertisement brand and purchase intent. The results revealed that Malay group adolescents have more positive attitudes towards the targeted advertisement and the brand in the advertisement as well as higher purchase intent for the product in the targeted advertisement compared with the non-target advertisement (Table 5).


Table 5Results of independent sample t-test for Aad, Ab, and PI by Ad type
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Table 6Summary result for the targeted /non targeting effects hypotheses



	Hypotheses
	Results



	H1a:
	Majority ethnic group will have more positive attitude towards the advertisement, for targeted advertisement compared to non-targeted advertisement
	Accepted



	H1b:
	Majority ethnic group will have more positive attitude towards the brand in the advertisement for targeted advertisement compared to non-targeted advertisement
	Accepted



	H1c:
	Majority ethnic group will have higher purchase intention for targeted advertisement compared to non-targeted advertisement
	Accepted



*Significance p < .05

Table 7 presents the results of hypotheses regarding the impact of the strength of ethnic identity on adolescents’ reaction to targeted/non-targeted advertisements, the brand represented and subsequent purchase intent. Split mean procedure was adopted to identify strong and weak ethnic identifiers. The results indicate that the strength of ethnic identity is a better predictor of attitudinal and behavioural outcome for targeted ethnic advertisements. For non-targeted advertisements, there was no significant difference between strong and weak ethnic identifiers in attitudes towards the advertisement, attitudes towards the brand or purchase intent.


Table 7Independent sample t-test for Aad, Ab, and PI by strength of ethnic identity for targeted/non-targeted advertisement
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Table 8Summary result for the strength of ethnic identity effects hypotheses



	Hypotheses
	Results



	H2a:
	Majority ethnic group will have more positive attitude towards the advertisement, for targeted advertisement compared to non-targeted advertisement
	Partially accepted**



	H2b:
	Strong ethnic identifiers will differ from weak ethnic identifiers in terms of their attitude towards advertisement, brand in the advertisement and purchase intentions for non-targeted advertisement
	Rejected



*Significance p < .05
Note: For H2a attitude towards the advertisement the difference was significant at p < .10


DISCUSSION

Recent research in the area of ethnic advertising suggests that companies generally lack the cultural competency to connect with their ethnic audiences (Alexander, 2006; Appiah & Yung, 2009). Past research also suggests that the mere presence of an ethnic character in an advertisement is not sufficient to generate the desired level of connectivity from intended audiences (Appiah, 2001; Forehand & Deshpande, 2001). Companies require that ethnic primes such as symbols, characters and values of the intended group culture be embedded in their advertisements to ensure the effectiveness of their targeting strategy (Pitts, Whalen, O’Keefe, & Murray, 1989).

The results of hypothesis testing indicate that the targeted Malay group had more favourable attitudes toward advertisements and brands and greater purchase intent compared with the non-targeted Malay group. Past research exploring the issue of target advertising strategies has comprehensively documented the favourable responses of targeted groups when compared with non-targeted groups (Aaker, 1999; Aaker et al., 2000; Brumbaugh, 2002; De-Run, 2007, Sierra et al., 2009). These results suggest that ethnicity is a salient variable for a Malay majority ethnic group.

This finding is quite understandable once the sociopolitical and economic factors in Malaysia are considered. The Malay are the centre of an affirmative action program focused on reducing socioeconomic backwardness in Malay and other native ethnic communities (Shumsul, 2003). Therefore, it is not surprising to find that ethnicity is a salient characteristic in the ethnic identity development of Malay adolescents. This finding also indicates that ethnicity can be used as a viable target variable for majority group adolescents in Malaysia.

Past research has used multiple theories from the social sciences to support and justify findings. These theories include the theory of cultural scripts, the theory of distinctiveness, accommodation theory, in-group bias theory, cultural schemas theory and identification theory. For example, those who use cultural script theory to justify their results claim that advertising as a communication source can easily transmit cultural themes that hold a unique value for a group (Triandis et al., 1984). This communication strategy has a tendency to generate positive response from those belonging to that group (Sierra et al., 2009, Triandis et al., 1984). Therefore, congruent ethnic cues in the targeted advertisement appear to function as a source of cultural image depiction and thus resulting in more positive attitudes and greater purchase intent compared with non-targeted groups.

Many researchers have used the theory of distinctiveness to explain why ethnicity-specific cultural cues generate more favourable attitudes towards target advertisements (Appiah & Yung, 2009; McGuire, 1984). The theory suggests that a person’s distinctive characteristics are more salient to that person. Thus, ethnicity, being more salient to a minority group, generates more favourable responses towards target advertisements. However, the results of this research show that ethnicity can be salient for majority groups as well and can therefore generate positive reactions towards target advertisements.

Some researchers have suggested that ethnic targeting may not be relevant for younger members of a majority ethnic background (Appiah, 2001). However, in an Eastern context, these results are the first of their kind to demonstrate that the presence of ethnic cues in an advertisement does help younger target consumers from a majority ethnic background to make positive associations with the target advertisement. These results also validate the idea that theoretical developments from the West do not have straightforward application in Eastern societies (Steenkamp & Baumgartner, 1998).

However, the strength of ethnic identity appears not to affect adolescents’ attitudes towards targeted/non-targeted advertising. These results are consistent with past studies in the area of ethnic advertising. In a recent attempt to investigate the effects of racial congruency and ethnic identification, Morimoto and La Ferle (2008) studied the issue from an Asian-American perspective. Their results indicated that Asian models were perceived to be more credible than Caucasian and that advertisements with Asian models were preferred by Asian-Americans. Nevertheless, strength of ethnic identification fails to generate significant differences in attitudes or behavioural intent towards advertising (Morimoto & La Ferle, 2008). Past studies have also failed to find a significant difference between strong and weak ethnic identifiers in their attitudes towards target advertisements (De Run, 2004, Deshpande et al., 1986; Green, 1999, Morimoto & La Ferle, 2008).

Furthermore, in the case of adolescents, it was found that majority group members who strongly identify with their ethnic culture did not differ significantly in their attitudes from weak identifiers (Appiah, 2001). One could argue that the use of an ethnically charged product may be a prerequisite for triggering the effect of the strength of ethnic identity (Morimoto & La Ferle, 2008). While the results are consistent with much of the previous research in the area of ethnic advertising, it is important to explore the possible reason for these non-significant results.

One potential explanation can be drawn from the literature on adolescent ethnic identity development. The research in this area suggests that adolescents pass through different stages of ethnic identity development before achieving a mature identity (Marcia, 1980). It would therefore be more appropriate to assess the adolescent stage of ethnic identity before investigating any differences in their attitudes towards target advertising. Perhaps this method would reveal significant differences in those attitudes.

THEORETICAL AND MANAGERIAL IMPLICATIONS

Insufficient research has explored the effect of ethnic targeting on targeted/non-targeted adolescent groups within a Malaysian context. These effects were explored in terms of majority group members’ reactions towards the advertisement and the brand represented as well as their purchase intent.

The theories of distinctiveness and cultural schemas were used to investigate any group differences stemming from the strength of ethnic identity and exposure to targeted/non-targeted advertisements. The main postulate of distinctiveness theory is that the salient features of an individual personality are more distinct to that person (McGuire & Fujioka, 1978). This theory is generally used to justify the positive effect of targeting minority groups (De Run, 2006; Deshpande et al., 1986). In the past, it was argued that ethnicity is more salient to minority groups; thus, ethnic advertising is more relevant for minority groups. However, the results of this research indicate that majority or minority status is not the only factor contributing to the salience of one’s ethnicity. Rather, ethnicity can also be a salient characteristic for majority ethnic group adolescents.

These research results suggest that advertisers can use ethnicity as a target variable for majority ethnic groups in Malaysia. As the results indicate that advertisements embedded with ethnic cues generate more favourable attitudes towards the advertisement and the represented brand, companies targeting a particular ethnic group may benefit from running such advertisements (Davis & Gandy, 1999; Sierra et al., 2009). Of course, these managerial implications are subject to the methodological and contextual limitations of this research. We suggest that these managerial implications be viewed considering these limitations.

LIMITATIONS AND FUTURE RESEARCH DIRECTION

Several important contextual and methodological limitations need to be acknowledged in this study. From a methodological perspective, this study has several limitations. First, the use of print advertisements may have limited application in this digital age. Most teenagers are technology oriented; therefore, the use of television or web-based commercials could be more relevant for this age segment. The choice of product was also an important limitation. These results are based on a moderate level of product involvement. However, the results could be different for high- or low-involvement products. Finally, the absence of the Halal logo in non-targeted advertising may further explain the less positive attitudes among Malay adolescents. This limitation is particularly relevant because many toothpaste brands use Halal certification on their packaging.

Methodological and contextual limitations are always helpful in identifying directions for future research. Further studies could consider adding other ethnic groups into their experimental design. Replicating this study in other Eastern societies in order to draw more reliable conclusions can also expand the research. One important methodological shortfall was the absence of direct comparison for targeted/non-targeted advertisements. Future research can incorporate repeated measures to investigate whether these methodological differences have a significant impact on the outcome of targeted/non-targeted advertising. This study used only one type of product. Thus, a natural extension of this study could investigate adolescent reactions towards products with different involvement levels.

CONCLUSION

This research demonstrates that ethnicity is a useful variable for targeting majority (Malay) adolescents in a multiethnic Eastern society. It appears that majority (Malay) ethnic group members are able to identify and connect with the salient ethnic cues in the target advertisement. Therefore, in contrast with multiethnic Western societies, Malay majority group adolescents’ ethnicity is relevant to their identity. On the other hand, the strength of ethnic identity fails to predict any significant difference in adolescents’ reactions towards non-targeted advertising. These results indicate that a strong affiliation with one’s group does not equate to negative attitudes towards other groups.
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APPENDIX

Scales used and their respective items


	The toothbrush advertisement is easy to understand (Attitude towards the advertisement)

	The advertisement is appropriate

	The advertisement is informative

	The toothbrush advertisement is pleasant

	The toothbrush ad is exciting

	The brand in the advertisement is good (Brand attitude)

	I like quite a lot the brand in the advertisement.

	The brand in the advertisement is pleasant.

	The brand in the advertisement is of good quality.

	It is likely that I will buy this brand shown in the advertisement (purchase intention)

	It is possible that I will buy this brand shown in the advertisement

	It is probable that I will buy this brand shown in the advertisement

	The advertisement is very persuasive (Advertisement cognition)

	The advertisement is objective

	The advertisement is very meaningful

	The advertisement is very realistic

	The advertisement is appealing to my individual values

	The clean A tooth brush brand deliver excellent cleaning for teeth (Brand cognition)

	The clean A tooth brush brand help improve gum health

	The clean A tooth brush brand remove odour

	The clean A tooth brush brand remove teeth stains

	The clean A tooth brush brand work gently on teeth

	The advertisement seemed to be written for my ethnic group (Self reference)

	The advertisement made me think about my own experiences with my culture

	The advertising model is a person whom I want to be like

	The advertisement model is a person who speaks for the group of which I am a member

	I always speak my ethnic language at home (Strength of ethnic identity)

	I prefer to socialized with my own ethnic group members

	I always prefer food of my ethnic group

	I must marry within my own ethnic group

	I fluently speak language of my ethnic group
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ABSTRACT

This paper attempts to develop an understanding of performance appraisal (PA) and to identify inconsistencies in its purposes and uses through an analysis of previous studies. The paper explores the purposes and uses of PA in the literature and devises a scheme for classifying the practice of PA into four categories – administrative, developmental, strategic, and role definition. This work was done to expand our understanding of performance appraisal and to highlight its uses in connection with other human resource management and development functions. The study finds that previous researchers devoted the most attention to PA conducted for administrative purposes, followed by PA for developmental purposes; the strategic category of PA was studied somewhat, whereas PA for purposes of role definition was almost ignored. The author offers a full-scale inventory of the purposes and uses of PA for researchers, performance raters and ratees. The study proposes that raters need to focus on the broader dimensions of PA, not simply its administrative functions.

Keywords: performance appraisal, administrative, developmental, strategic, role definition

INTRODUCTION

Performance Appraisal (PA), as an important area of behavioural science research, constitutes the basis for HR practices and lays the very foundation for research-based innovations (Murphy & Cleveland, 1995). PA has been widely researched and continues to be practiced, formally or informally, in almost all kinds of organisations, including business schools (Solomon & Hoffman, 1991), business houses (Wiese & Buckley, 1998), government (Amba-Rao, Petrick, Gupta, & Von der Embse, 2004) and non-government organisations (Amos-Wilson, 1996). People who conduct PA vary in their perceptions of its proper purpose, intended outcomes and manner of implementation (Murphy & Cleveland, 1995). This is primarily because of differences in leniency/strictness bias, accuracy of judgment, structure and administrative practices. This lack of uniform understanding of the purposes and uses of PA leads to dissatisfaction with it, particularly in Asian organisations, in which the use of PA is already limited (Cheng & Cascio, 2009; Gratton, 2004). This paper reviews and analyses the literature on PA published during the past 50 years (1959–2009) with the objective of organising, for the first time, an inventory of its purposes and uses. The paper presents four categories – administrative, developmental, strategic and role definition – and assesses the weight given to each category in the literature. This inventory should help to improve the understanding of stakeholders (i.e., raters, ratees and organisations, particularly in Asia) about how to apply PA in different situations. Thus, the paper attempts to broaden our understanding of the purposes and uses of the PA system by bundling it with other human resource management and development practices.

Previous researchers have explored the purposes and uses of PA in different ways. Stewart and Stewart (1977) gave precedence to administrative uses, grouped into four categories: raters, ratees, central planning and control, and outside parties. Dorfman, Stephan and Loveland (1986) focused on two basic purposes of the performance appraisal process: administrative and developmental. Cleveland, Murphy and Williams (1989) presented a list of 20 uses with administrative focus, grouped into four categories – between-person, within-person, systems maintenance and documentation – and examined the impact of these uses on organisational decisions and actions. Aguinis (2009) proposed communication and organisational maintenance as sub-categories within the set of administrative purposes. Noe, Hollenbeck, Gerhart and Wright (2003) added strategic purposes, and Youngcourt, Leiva and Jones (2007) added role definition to the categories of administrative and developmental PA that Dorfman et al. (1986) created. No study on the purposes and uses of PA has inventoried all its dimensions in one place. This paper attempts to bridge this gap in the literature.

The ultimate objective of carrying out this literature review is to help us understand how to measure the effectiveness of PA – a central topic in the PA theory and a crucial problem in the PA practice. The effectiveness of PA reflects the usefulness of the PA process for both the rater and the ratee (Walsh & Fisher, 2005). Over the years, PA practitioners have used varied styles and techniques. These practitioners are generally guided by the notion of “what is” rather than “how it should be.” It is desirable to measure the effectiveness of this practice for employees and for organisations (also suggested by Murphy & Cleveland, 1995). Efforts to devise measurement standards for effectiveness of performance appraisal have been under way for 30 years (Jacobs, Kafry, & Zedeck, 1980; Dobbins, Cardy, & Platz-Vieno, 1990; Murphy & Cleveland, 1995; Cook & Crossman, 2004; Walsh & Fisher, 2005). A major contribution came from Jacobs et al. (1980), who suggested three categories of measurement standards for evaluating the PA system. The first category is “utilisation criteria”, which address why PAs are conducted. The second category is “qualitative criteria”, a set of rules and practices that help one judge the adequacy and usefulness of the PA mechanism for all involved in the process. The final category is “quantitative criteria”, which focus on reliability and accuracy. The present study is likely to contribute to further refinement of the utilisation criteria proposed by Jacobs et al. (1980).

This paper is limited to analysis of available literature on various aspects of PA such as virtual networks (Golden, Barnes-Farrell, & Mascharka, 2009), total quality management (Soltani, 2003; Amba-Rao et al., 2004), teaching appraisals (Johnson & Shields, 2007), 360-degree feedback (Garavan, Morley, & Flynn, 1997; Brutus, Fleenor, & London, 1998; Cacioppe & Albrecht, 2000; McCarthy & Garavan, 2001) and reverse reviews (Redman & Mathews, 1995). This exercise produced an inventory of 98 purposes and uses of PA across 16 subcategories, which clustered under the areas of administrative (11 subcategories), developmental (2 subcategories), strategic (2 subcategories) and role definition (1 subcategory). This classification was done to assign an appropriate place to each of the above subcategories and answer the following research questions:


	What does an inventory of the purposes and uses of PA consist of?

	How should this inventory be utilised?


METHODOLOGY

The author performed domain analysis of the topic in order to devise a scheme to critically review the published literature, consistent with Ponis, Vagenas and Koronis (2009). The scheme was comprised of five steps: selection of appropriate search terms, search of established databases, initial filtering of the sample based on relevance, classification of purposes into groups and uses of PA and further filtering of the sample based on availability of material. The database search was performed using three search terms: “performance”, “appraisal” and “rating”. However, to narrow the search to the purposes and uses of PA, the terms “administrative”, “developmental”, “strategic”, “role definition”, “purpose” and “use” were used to search within the initial search results. Articles on PA were extracted from well-known databases (see Table 1). The search was conducted against the full text of articles as well as title, keywords, and abstract; it yielded 1,001 articles. For purposes of classifying articles into groups and filtering the sample based on availability and relevance, titles and abstracts were examined directly. This resulted in the selection of 114 articles, few of which pertained exclusively on purposes and uses of PA (e.g. Cleveland et al., 1989; Boswell & Boudreau, 2002; Youngcourt et al., 2007).


Table 1Selected databases and articles



	
	
	Articles downloaded

	Articles selected for this study




	S
	Database
	N

	%

	n

	%




	1
	Blackwell Synergy
	8

	0.80

	5

	4.39




	2
	EBSCOhost
	118

	11.78

	18

	15.79




	3
	Emerald
	704

	70.32

	64

	56.14




	4
	Google Scholar
	3

	0.30

	3

	2.63




	5
	JSTOR
	20

	2.00

	6

	5.26




	6
	Palgrave Mcmillan
	41

	4.10

	0

	0.00




	7
	Questia
	3

	0.30

	2

	1.75




	8
	SpringerLink
	33

	3.30

	4

	3.51




	9
	Taylor & Francis
	48

	4.80

	12

	10.53




	10
	Walter De Gruyter
	23

	2.30

	0

	0.00




	
	
	1001

	100.00

	114

	100.00




For purposes of selecting articles, the databases were explored sequentially. Arbitrarily, the author started with Emerald, followed by EBSCOhost, Taylor & Francis, JSTOR, SpringerLink, Blackwell Synergy, Palgrave Mcmillan and Walter De Gruyter. For certain articles, Questia, the online library, and Google Scholar, the online search engine for scholarly material, were also used. This scheme was intended to avoid duplication of articles. To ensure that the selected studies were reliable and valid for this review, the author focused on the search and selection of literature possessing three characteristics: relevance, quality and recency of the material.

Articles selected for the sample came from 64 journals. More than half came from five high-quality journals: Journal of European Industrial Training, The International Journal of Human Resource Management, Personnel Review, Journal of Management Development, and Journal of Managerial Psychology. The category of “others” comprised 45 journals, each contributing a single article to the sample (see Figure 1). Most of the sample articles were published in the 2000s (66) followed by the 1990s (35), 1980s (9), 1970s (3), and 1950s (1) (see Figure 2). In terms of the types of studies, 70 were research papers, followed by general reviews (16), viewpoint (12), literature reviews (10) and others (6) (see Figure 3). Figure 4 shows the first authors’ country affiliations; 22 countries are represented. There were 14 articles by groups of researchers belonging to more than one country. Slightly more than half of the articles were by US- and UK-based researchers (46 and 26, respectively).
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Figure 1. Journals’ détail
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Figure 2. Year-wise detail of sample articles
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Figure 3. Study type-wise detail of sample articles
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Figure 4. Country-wise detail of the sample articles



WHAT DOES INVENTORY OF THE PURPOSES AND USES OF PA CONSIST OF?

Administrative Purposes and Uses of PA

The most widely researched category of purposes and uses of PA was administrative, which constituted 59.23% of the literature in the sample. Other terms included in this category of purposes and uses were “judgmental” (Schweiger & Sumners, 1994), “evaluative” (Harrison & Goulding, 1997; Shelley, 1999), “personnel” (Poon, 2004; Turk, 2008), “summative” (Perillo, 2006) and “accountability” (Ovando & Ramirez Jr., 2007). The term “administrative”, along with its substitutes, is frequently used to describe multiple purposes of PA. Among other things, PA conducted for administrative purposes is intended to evaluate performance of individuals and teams and to distinguish the ratee in comparison with others (Murphy & Cleveland, 1995; Thite, 2004). It is also used to assess the relative contribution of each employee in order to make sound administrative decisions about his or her salary, promotion and probation, and about lay-offs and other matters. (Schweiger & Sumners, 1994). High performance work systems value such administrative uses of PA especially for objective and equitable PA practices (Amba-Rao et al., 2004). This study finds that PA for administrative purposes helps managers make a variety of administrative decisions that strengthen the PA system, improve employee performance, ensure overall compliance with performance standards, develop HR systems, support HR activities, augment HR selection, conduct succession planning, manage employee relations, decide on compensation, encourage proactive approaches by the raters and incorporate the desired changes into the organisational climate. These dimensions are discussed in detail in the following paragraphs.

A strong PA system reduces the risk of lawsuits and losses in court (Schweiger & Sumners, 1994) by redressing employees’ grievances (Fink & Longenecker, 1998) and by helping the rater and the ratee to address inaccurate perceptions about the purposes and uses of PA (Werther Jr. & Davis, 1996). The PA system is considered useful if it clarifies expectations and duties of the person being rated (Coates, 1994; Farmer, 2004) and requires the evaluator to discuss appraisal results with the employee (Patz, 1975; Havard, 2002). Discussion of the results persuades the ratee to accept the rater’s findings and encourages both parties to support the PA system (Stewart & Stewart, 1977).

The core purpose of PA is to improve employee performance. PA results are used to review the employee’s past performance (Roush, Curtis, Dershem, & Lovrich, 1991; Snape, Thompson, Yan, & Redman, 1998; Schraeder, Self, & Lindsay, 2006), resulting in the identification of poor performers (Jacobs et al., 1980) and recognition of good ones (Daley, 1991). Further, the process sets performance objectives for the next appraisal period (Daly & Kleiner, 1995; Leat & Lovell, 1997) based on the ratee’s potential (Richards, 1959; Ammons & Rodriguez, 1986) and his or her relative worth within the department or organisation (Schweiger & Sumners, 1994). The PA helps set work targets (Bhattacharyya, 1999) and helps the employee look forward to improving his/her performance according to agreed-upon goals (Shaikh, 1995).

PA ensures overall compliance with performance standards and serves the organisation to develop merit criteria (Stephan & Dorfman, 1989) for the purpose of disciplining employees (Behery & Paton, 2008). It helps them understand codes of good practice (Stewart & Stewart, 1977), reducing legal liability. Documentation of PA also serves as a future reference, especially when an employee sues the company (De Cenzo & Robbins, 1996; Chow, 2004). Similarly, PA is used to establish lead and lag relationships to fulfill legal requirements within the organisation (Garavan et al., 1997; Timperley, 1998). PA results provide information to maintain equity among employees (Stewart & Stewart, 1977) and ensure compliance by the organisation.

PA results are used for updating personnel records (Farmer, 2004); revisiting job descriptions (Feild & Holley, 1975); deciding about transfers (Aldakhilallah & Parente, 2002; Shen, 2004; Islam & Rasad, 2006), implementing layoffs and recalls (Abu-Doleh & Weir, 2007), carrying out terminations (Edmonstone, 1996; Appelbaum & Grigore, 1997; Wells & Spinks, 1997; Whiting, Kline, & Sulsky, 2008), and handling probations (Behery & Paton, 2008). PA validate procedures used to promote good performers and demoting poor ones (Greguras et al., 2003; Pimpa, 2005; Roch, 2005) (Payne et al., 2009) and demoting poor ones (Boyd & Kyle, 2004). Thus, PA helps managers to evaluate the HR system by reinforcing the authority structure and management control (Cleveland et al., 1989; Soltani, Gennard, Van der Meer, & Williams, 2004a).

PA results help managers identify and diagnose job-design errors for purposes of correcting poor performance (Werther Jr. & Davis, 1996). These errors occur because of flaws in managing HR activities (Wilson & Western, 2000) such as HR planning (Deluca, 1993), forecasting, skills audits (Stewart & Stewart, 1977), and utilisation (Feild & Holley, 1975). If HR activities are poorly conceived, there is a likelihood of over- or under-staffing, lack of person-job fit, ineffective retention and poor employee engagement. These impediments can lead to faulty job design and, eventually, poor performance. Therefore, the ratee alone should not be held responsible for performance problems.

PA augments HR selection and helps facilitate evaluation of the job selection process (Shore et al., 1998). The review of HR selection process makes the selection method more effective (Jacobs et al., 1980) by validating selection procedures, techniques and decisions (Ammons & Rodriguez, 1986; Walsh & Fisher, 2005; Jain, 2005).

PA provides a basis for succession planning by assessing future potential and promotability of the employee (Tziner, Murphy, Cleveland, & Roberts-Thompson, 2001; Myloni, Harzing, & Mirza, 2004; Chan, 2006). HR professionals use PA data to carry out succession planning activities such as placement (Beer, 1981), replacement, retention, discharge and tenure (Behery & Paton, 2008; Solomon & Hoffman, 1991). Moreover, by using PA for the above purposes, organisations can identify deficiencies in the staffing process; for example, good performance indicates strengths in recruitment and selection procedures and vice versa (Werther Jr. & Davis, 1996).


PA is used to provide information to manage employee relations. An efficient PA process offers supervisors and subordinates with opportunities to communicate with one another in performance planning and review meetings (Galang, 2004), which strengthens their working relationship (Shaikh, 1995) and improves the work environment (Wilson & Western, 2000).

PA facilitates decision-making about wages and salaries and about employee recognition and rewards (Smigel, 2000; Nickols, 2007). Such a compensation system motivates employees to improve performance (Law & Tam, 2008). PA engenders a pro-active approach among employees by diagnosing individual and organisational problems (Beer, 1981). The process points out the gap between “What is” and “What should be,” providing long-term guidance to employees (Stewart & Stewart, 1977) as to how they should plan their work (Fink & Longenecker, 1998) and deal with internal and external challenges (Werther Jr. & Davis, 1996).

PA that complies with privacy restrictions can create a healthy “organisational climate” in which problems and grievances can easily be detected and handled (Stewart & Stewart, 1977). Such an organisational climate fosters progressive discipline that gives weight to the voice of employees (Galang, 2004; Lilley & Hinduja, 2006).

PA, when conducted for administrative purposes, is considered helpful in achieving favourable organisational outcomes such as employees’ motivation, satisfaction and perceptions of fairness. In terms of the effectiveness of performance appraisal, the category of PA for administrative purposes performs five major functions. The first function is judgment. PA that is conducted for administrative purposes helps managers compare employees’ performance. This results in fair treatment, which in turn leads to the second function: evaluation. The evaluation suggests improvements in the PA system at the individual, team, and organisational levels. The third function, accountability, helps assign responsibility for below-standard performances. The fourth function is summative assessment, which focuses on making the PA system effective. Once effective, the PA system is considered to be ready to contribute to the fifth function: personnel. This function enhances the utility of PA by using its results/data for decision-making in a variety of HR areas, as described under the 11 subcategories of administrative purposes and uses of PA.

Developmental Purposes and Uses of PA

The second most frequently researched category of purposes and uses for PA is developmental; the topic was covered in 26.73% of the reviewed literature. Some researchers use alternative terms for developmental such as “coaching” (Schweiger & Sumners, 1994), “motivational” (Caruth & Humphreys, 2008) and “formative” (Ovando & Ramirez Jr., 2007). These purposes and uses of PA are for evaluating performance while focusing solely on the employee’s competence (Youngcourt et al., 2007). PA addresses developmental purposes and uses with methodologies such as: self appraisal (Baruch, 1999); upward appraisal (Adsit et al., 1994), which is also known as “bottom-up”, “reverse review” and “upside-down” appraisal (Mathews & Redman, 1997); peer evaluation of individuals (Fisher, 1994) and teams (Thite, 2004); 360-degree feedback (Garavan et al., 1997); and multi-source feedback (Golden et al., 2009). These methodologies are used in addition to routine PA exercises (Redman & Mathews, 1995). Managers who are familiar with the use of PA for developmental purposes can devise mechanisms for improving performance through developmental activities at the organisational and individual level.

For development at the organisational level, PA results provide information based on which training and development (Soltani, Van der Meer, Gennard, & Williams, 2004c; Nurse, 2005; Islam & Rasad, 2006) and management development programmes are conducted (Cacioppe & Albrecht, 2000). Moreover, PA can help identify an industry’s training requirements (Cleveland et al., 1989) along with employee development to manage change and organisational development (Ovando & Ramirez Jr., 2007).

There is strong evidence that the overall development of employees increases their levels of satisfaction and commitment (Wiese & Buckley, 1998). For development at the individual level, PA results provide employees with performance feedback (Reid & Levy, 1997; Blackmore, 2005; Narcisse & Harcourt, 2008), help define their career development needs (Hempel, 2001; Nickols, 2007) and determine their career paths (Spinks, Wells, & Meche, 2004; Law & Tam, 2008). PA generates a need for micro-training, coaching and counselling (Amba-Rao et al., 2004; Islam & Rasad, 2006; Law, 2007) to help employees meet their personal goals (Sinclair & Zairi, 1995). Thus, the provision of opportunities for self-development (Baruch, 1996) equips employees with new knowledge and skills (Odhiambo, 2005; Kuvaas, 2006). PA strongly relates to training. Various research studies endorse training needs assessment (TNA). Among 98 uses of PA, TNA is the most cited term, appearing in 8.85% of the reviewed literature (see for example DiLauro, 1979; Oppenheimer, 1982; Banks, Bures, & Champion, 1987; Sims, Veres, & Heninger, 1989; Noble, 1997; Al-Khayyat & Elgamal, 1997; Virmani, 2000; Heraty & Morley, 2000; Elbadri, 2001; Brown, 2002; Papalexandris & Chalikias, 2002). In addition, according to Behery and Paton (2008), PA provides a foundation for training evaluation.

If planned effectively, PA for developmental purposes can be helpful in designing a comprehensive framework for employee development. PA conducted for development purposes manages development at the individual level – through micro-training, coaching and career development – and at organisational level – through a focus on employee motivation, employee commitment etc. The development function enhances the view of PA because PA results and data can be used for decision-making in a variety of HR areas, as discussed under the two subcategories of developmental purposes and uses of PA.

Strategic Purposes and Uses of PA

PA conducted for “strategic” purposes was the subject of 10.96% of the literature reviewed. Strategic PA serves two major purposes. First, it establishes a functional relationship between the goals of organisation and the goals of its employees (Aguinis, 2009) by identifying these goals, setting them and achieving them. This kind of PA improves employees’ perceptions of organisational goals because employees learn how to evaluate whether or not goals are being achieved (Wiese & Buckley, 1998; Soltani, 2003). PA for strategic purposes also provides information for organisational planning (Walsh & Fisher, 2005) that increases organisational effectiveness (Spinks et al., 2004), productivity (Herdlein, Kukemelk, & Tu¨rk, 2008) and organisational performance (Fifteen steps to a complete human resource program, 1997; Buckingham & Vosburgh, 2001). Second, PA conducted for strategic purposes helps the organisation deal with legal issues (Law, 2007). It encourages compliance with anti-discrimination laws – especially in cases of selection and promotion (Spinks et al., 2004) – and with requirements for equal-opportunity employment (Lacho, Stearns, & Whelan, 1991; Nickols, 2007).

The implementation of PA for strategic purposes is considered useful for the goal orientation function. This type of PA contributes to the effectiveness of performance appraisal by establishing a fit between individual and organisational objectives.

Role Definition Purposes and Uses of PA

The final category, PA conducted for purposes of role definition, comprised only 3.08% of the articles reviewed. PA for role definition clarifies the structure of position-focused appraisal, a topic that seems relatively overlooked. This sort of PA identifies job tasks that are no longer required or appraisal areas that extend beyond job requirements (Youngcourt et al., 2007). This kind of PA helps ratees understand their strengths and weaknesses relating to their roles and functions (Hanley & Nguyen, 2005; Law & Tam, 2008). Gaining this understanding develops employees’ ability to support others in internalising the organisation’s culture, norms and values, thereby establishing organisational identity, developing organisational commitment and creating a positive and healthy organisational climate (Shaikh, 1995). The ultimate result of this type of PA is improved role clarity (Pettijohn et al., 2001). The best utilisation of PA for role definition depends on adequate use of feedback that helps the ratee understand his or her role. This concludes the list of PA categories. A holistic view of these categories and their functions can be found in Figure 5.
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Figure 5. Categories of purposes and uses of PA and their key functions



HOW SHOULD THE INVENTORY OF PURPOSES AND USES OF PA BE USED?

This paper examined the frequency with which four major purposes and uses of PA are covered in various research studies (see Figure 6). The literature included in the sample gave significant coverage to PA for administrative purposes (59.23%) and PA for developmental (26.73%) purposes. The literature gave less attention to strategic PA (10.96%) and PA for purposes of role definition (3.08%). These results clearly show that there is a need to shift the focus toward PA for role definition and strategic purposes.

Within the category of PA that is conducted for administrative purposes, the subcategories most cited in the literature were as follows: development of HR systems (15.77%), with an emphasis on transfers, layoffs and recalls, terminations, probations and promotions; making decisions on compensation (15.19%), with a focus on administering employee rewards and recognition; succession planning (9.42%), with a focus on assessing employees’ future potential. Meanwhile, the use of PA for inculcating proactive approaches among raters and ratees was a neglected area of the literature, appearing in 0.58% of the studies. Organisational climate is another subcategory of administrative uses that is rarely discussed, appearing in 1.15% of the studies. Establishing a mechanism that strengthens the appraisal system and supports other HR activities such as HR planning, forecasting, skills auditing and utilisation. These HR activities have received attention in 1.54% of the articles. Augmenting HR selection and ensuring overall compliance with performance standards appeared in 2.50% and 2.69% of the articles respectively. Improving employee performance and managing employee relations by taking management actions based on PA results appeared with reasonable frequency in the literature (5.38% and 3.46% respectively). As for the subcategories of PA for developmental purposes, development at the organisational level gained less attention in the literature sample (3.27%) compared with PA for development at the individual level (23.46%). Among studies that addressed the use of PA for individual development, feedback and TNA had significant shares (5.96% and 8.85% respectively). Among studies citing the use of PA for organisational development, training and development was the most studied use of PA (2.12%). Within the category of PA conducted for strategic purposes, the largest share (9.04%) came from studies describing the use of PA to accomplish organisational goals – their identification, setting, and achievement – while 1.92% was from studies of PA that targets legal issues. Among studies of PA that is used for role definition, the leading subcategory (1.35%) was PA that informs ratees of their strengths and weaknesses with respect to role and functions.

The literature indicates that performance appraisals often serve multiple purposes simultaneously (Cleveland et al., 1989). For example, while appraising employee performance for administrative purposes, an organisation can use the results of a single PA exercise to improve employee performance, augment HR selection and decide on compensation.

Can administrative, developmental, strategic and role definition purposes be accomplished from a single PA exercise? Before we answer this, it should be kept in mind that the simultaneous use of all categories in one PA exercise requires a higher degree of clarity among raters and ratees. The literature offers no consensus on the simultaneous use of PA for different purposes. For example, Youngcourt et al. (2007) maintain that the purposes of PA are distinct and need to be used separately. Cacioppe and Albrecht (2000) and Islam and Rasad (2006) contend that PA used for administrative purposes has immediate and tangible consequences, such as pay and promotion for the person being rated. PA conducted for developmental purposes, on the other hand, has no such consequences; it only affects the employee’s learning and development. Thus, different purposes demand different approaches to PA.

For effectiveness of PA in terms of perceived fairness, the simultaneous use of all PA categories seems difficult to practice because there is a gap between an organisation’s reasons for using PA and employees’ perceptions about its use (Chang & Hahn, 2006). This gap is two-fold: administrative and developmental. The administrative gap occurs when ratees lose confidence and trust in raters if they perceive that PA is performed unfairly, especially when raters purposefully establish lead and lag relationships for administrative use (Goffin, Jelley, Powell, & Johnston, 2009). Raters are deemed as “foe” because ratees perceive the ratings to be unfavourable, even if they are judicious. The developmental gap occurs, meanwhile, when ratees show no concern about either their ratings or their raters. The employees perceive nothing to be at stake because raters are less likely to inflate or deflate ratings for the same reason. Raters are deemed as “friend” because ratees know that neither favourable nor unfavourable ratings have an impact on their pay or likelihood of promotion.
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Figure 6. Percentage of literature covering categories and subcategories of purposes and uses of PA



PRACTICAL IMPLICATIONS AND FUTURE RESEARCH

Managerial Implications

Human resource management and development are associated with the use of PA (Addison & Belfield, 2008). Therefore, the inventory developed by the author not only serves to improve our understanding of PA but also helps us integrate it with other HR activities such as HR forecasting, selection, skills audit and succession planning. The author’s contribution shows clearly that the prevailing trend in previous research was to focus on the use of PA for administrative purposes followed by PA for developmental purposes. The review of the literature also reveals that the use of PA is growing rapidly (Soltani et al., 2004b). However, when it comes to a collectivist society like Pakistan, where it is hard to single out an individual who is accountable for results, a comprehensive and efficient evaluation system becomes difficult to implement. Therefore, PA as a managerial tool for maximising individual performance must be purpose-based (Chow, 2004).

Another implication of the inventory developed by the author is its use for the learning and development of raters. Employee perceptions of the usefulness of PA are affected by raters’ training in the purposes of PA (Whiting & Kline, 2007). Such training would also serve as a useful tool to avoid inflated or deflated ratings.

Theoretical Implications

The application of the utilisation criteria for measurement of Effectiveness of Performance Appraisal (EPA) gains support from expectancy theory, which says that to raise employees’ interest in the organisational setting, they should be rewarded according to their performance (Kermally, 2004). Similarly, social exchange theory explains that if, by virtue of the PA, an individual feels the organisation is keen on his or her development, he or she will then respond reciprocally (Youngcourt et al., 2007). Goal-setting theory maintains that ratees use performance feedback to evaluate their performance in comparison with their set goals (van Dierendonck, Haynes, Borrill, & Stride, 2007). Most of the literature focuses strictly on administrative and developmental uses of PA (see e.g. Dorfman et al., 1986); the current paper attempts to refine the concept further by adding two categories of use: PA for strategic purposes and PA for the purpose of role definition (Noe et al., 2003; Youngcourt et al., 2007).

Limitations and Future Research

This paper only aimed at expanding our understanding of “what” and “how” aspects of purposes and uses of PA. Therefore, segregation of context (i.e. countries, industry type, sectors, etc.) was avoided. While deciding on methods and materials, the author practiced the utmost care and collected material from selected databases to ensure a high standard of quality. However, due to lack of empirical evidence in the area under study, the author did not attempt to use search terms such as “a review of …,” “a meta-analytic review of …” or “a narrative review of …” etc. in the title. Instead, the author followed only those guidelines set down by Tranfield, Denyer and Smart (2003) and Armitage and Keeble-Allen (2008), which were useful and supported a methodology consistent with the available resources.

The objective of this paper was to develop an inventory of the purposes and uses of PA. However, apart from a word of caution about multiple uses of PA, empirical evidence has yet to be provided on “what is” and “what should be” within the practice of PA. To avoid the effect of nuisance variables, future research should identify and segregate types of PA according to methodology – e.g., self-appraisal, peer evaluation, multi-source feedback and reverse reviews – because the purpose for which PA is being used may influence the choice of methodology being used. This gap in our knowledge needs to be filled by expanding PA theory further. Research is also needed on the use of utilisation criteria for measuring effectiveness of PA. After Jacobs et al. (1980), no significant work on the subject has been published. Further research is needed on the dimensionality and construct validation of criteria for measuring the effectiveness of PA. Such research should build on the long-established approach to classifying PA by its purposes and uses, and approach that calls for broadening nomological networks in the field based on empirical evidence.
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ABSTRACT

Incubation, a concept supported by a variety of economic cluster theories, is a vital element in economic development in developed countries. The entrepreneurial businesses that they house often improve the developed economies in terms of not only jobs but also wealth creation. The question that this article embraces is as follows: “Do incubators play the same vital role in economic development in developing regions of the world?” We use the case study methodology to develop this query in a focus area of regional development in an emerging economy. We examine the implementation of three incubators located in designated cybercities. The cybercity concept is one of the Malaysian government’s initiatives to encourage the development of the IT industry within the Multimedia Super Corridor (MSC) Program. This study takes advantage of the 10-year development of cybercities by performing a longitudinal study. We found that these incubators did well in achieving their initial performance objectives, but they need to catch up with developed countries’ continued rapid progress.
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INTRODUCTION

Generally, an incubator is described as an organisation that creates a favourable environment for nurturing fledgling ventures. Office space equipped with basic support services, in combination with professional business advice and links to potential suppliers and customers, is the essence of this environment (Bergek & Norrman, 2008; Allen & Rahman, 1985). From the business perspective, an incubator’s main purpose is to make money for its investors. Thus, its profitability and business sustainability become the central concern for operating an incubator (Lalkaka, 2002). In developed countries, such as the US and Finland, however, incubators serve mainly as tools to sustain a country’s economic development (Allen & McCluskey, 1990; Benchmarking of Business Incubators, 2002; Abetti, 2004). Yet, in the case of Malaysia, incubators are used as a part of a strategy to achieve rapid economic growth, that is, to achieve its long-term vision of transforming the country from an underdeveloped to a developed state. This objective is mainly pursued under the Multimedia Super Corridor (MSC) Program, which was launched in 1996.

The MSC Program involves four main implementation initiatives: the development of information technology and multimedia (IT) applications and technologies, the development of IT firms, the development of the IT industry, and the development of the MSC region. The program is to be implemented in three phases over a period of 25 years. Phase 1 aims to successfully create an environment conducive to the development of an IT industry within a 15 × 50 km region called the MSC region (1996 to 2004), with the intention to entice leading global IT companies, as well as small and medium-sized Malaysian IT firms, to establish offices in this region. The anticipated clustering of IT firms within the region is expected to enable them to operate efficiently, thus generating a strong clustering effect. Indicative of the MSC Program, the IT industry is dependent on the development of the region, and vice versa. The first phase of the MSC Program’s implementation was completed in 2004, and the subsequent development was to be expanded to other areas in the country through 2010 as part of Phase 2 (2005 to 2010). During the third phase, from 2011 to 2020, the entire country is expected to be transformed into a conducive environment for IT businesses (MOSTI, MSCTC, & IBM, 2007).

One of the most important strategies for promoting the clustering of firms within the MSC region is the designation of cybercities, which are selected areas for firms to gather within the MSC region. Cybercities are areas that accorded companies with the MSC 10 Bills of Guarantee, which includes tax advantages and other special privileges. Since 1998, 3 incubators have been built and operated within the designated cybercity areas: (a) the MSC Central Incubator (MCI), which is located in Cyberjaya, (b) the Technology Park Malaysia (TPM) Incubator, which is situated within the TPM Science Park vicinity, and (c) Universiti Putra Malaysia-Malaysian Technology Development Corporation (UPM-MTDC) Incubator, which is operated within the UPM main campus in Serdang (MSC Malaysia Cybercities Department, 2007). By 2008, the cybercity concept had been extended to many areas in Malaysia, some of which operated incubators; however, only the three above-mentioned incubators were located within the initial designated MSC region.

Using the extant regional development literature and incubating concepts as its theoretical lens and the case method as its research methodology, this study examines the implementation of the three cybercity incubators and their link to the planned IT industry and the regional development. Specifically, this study’s goal is to examine the applicability of the extant theory in explaining the implementation of incubating concepts in emerging regions. For this purpose, the study assesses the incubator type and purpose, its management and operational policies, as well as its accomplishment as measured against its stated reason for existence.

A CONCEPTUAL FRAMEWORK FOR ANALYSING INCUBATORS, TECHNOLOGY-BASED INDUSTRY AND REGIONAL DEVELOPMENT

We utilise different regional development theories and incubator applications that have been previously applied in various regions of the world. We highlight Abetti’s (2004) findings on regional innovation system (RIS) theory and its great assistance to the economic development of the Helsinki region in Finland. We examined the Sophia Antipolis in France (Lafitte, 1988, as cited in Abetti, 2004) and the Italian region of Emilia-Romagna (Porter, 1998), which have used technopolis and cluster theories, respectively. We analysed the work on incubators as sources of regional development in converging (advanced developing countries) economies such as Portugal (Ratinho & Henriques, 2010). We reviewed the use of regional microelectromechanical (MEMS) and nano competence centres as anchors for economic development and incubation in over 80 regions throughout the world (Kautt, Walsh, & Bittner, 2007). The following sections describe the above three theories that the research supports, highlighting their differences and similarities. The section then discusses the concept of regional development in relation to incubators, which is then followed by a discussion on incubator performance measures and lifecycles.

Cluster Concept

There are a variety of cluster perspectives on regional economic development. One such concept is the triple helix culture, which supports the economic and social growth in the developing economy of Brazil (Etzkowitz & de Mello, 2004). Another cluster theory of interest to developing regions is that of the creative class (Florida, 2002), which states that to improve its economic growth, a region must attract creative people (Florida, 2002). Furthermore, Florida (2005) states that developed and developing regions will vie for these talented creative people who will embrace new ecosystems that support exploitation of economic opportunities. The earliest cluster perspective was developed by Birch (1987) and Kirchhoff (1994) who emphasised that universities are the anchor clusters for generating knowledge and developing knowledge workers. Finally, Porter (1998) suggests a cluster perspective centred around regional markets. But what exactly is a regional cluster?

A cluster is a geographical grouping of related firms and institutions of either one industry or aggregated-related industries. These firms include manufacturers that produce specialised types of goods or services, such as medical equipment, leather goods, or computers, their customers and those that supply the equipment, raw materials and other services to the firms. A cluster also has the industry-specific governmental, trade, research and educational institutions that provide training, information and technical support to the business entities within the cluster (Porter, 1998). The synergistic relationship between a business and its supporting entities within this geographical group generates what is termed a clustering effect. Generally, the effect helps to reduce the transaction costs and, hence, the overall costs of doing business for entities within the cluster (Porter, 2000). Moreover, a cluster can grow with or without proper planning and thus has characteristics of either planned or unplanned development (Chiaroni & Chiesa, 2006; Etzkowitz & de Mello, 2004).

Examples of clusters are Silicon Valley (U.S.), Boston’s Route 128 (U.S.) and Emilia-Romagna (Italy). Operating within a cluster is beneficial to a business entity because it allows the entity to: (a) be in close proximity to potential employees and suppliers, (b) have easy access to industrial information, (c) receive complementary business support from others within the cluster, and (d) obtain, with less effort, services provided by governmental, research and training institutions that are located in close proximity. Being in a cluster allows a firm to be physically close to its suppliers and customers; however, the firm will also be in close proximity to its competitors. Thus, another benefit for a firm to be located in a cluster is that it provides motivation for it to be more innovative and competitive as rivals are sited “just around the corner”. A cluster may also serve customers in distant locations, as in the case of an exporting cluster. In such a case, however, familiarity with customers and the market is still required, as in any high performing clusters (Porter, 1998).

While researchers normally analyse the concept of clustering by focusing on the firms within a cluster, many researchers seem to ignore the internal network of people within a cluster. A cluster thrives on relationships among the people within it; whether the relationships thrive depends on the types of businesses that are operated, the processes that are performed and the products that are manufactured within the area. Clustering promotes efficiency in businesses in which the operation processes and the end products are “divisible” while the end products are characterised as easily transportable. Additionally, the production of the end product, which has high uncertainty, will make clustering important to the groups of firms that serve it, as the clustering process requires co-operation among the different specialist producers within the market (Steinle & Schiele, 2002). While the concept of clustering emphasises local interactions, extending the networks of a particular cluster beyond its location becomes important if such relationships are required by the members of the cluster community. Regardless, any relationships that provide new sources of input to the cluster community help support its sustainability (Koh, Koh, & Tschang, 2005).

Regional Innovation System Concept

The concept of an innovation system refers to the process of innovation with regard to the activities of creating, developing, and commercialising innovation as a system. This system includes firms that are directly involved in these innovation processes (production-firms) and those that support them (infrastructure-firms). To be recognised as an innovation system, these firms collectively operate in a highly effective and efficient manner (Asheim & Coenen, 2005). The regional innovation system (RIS) theory focuses on region, and thus, RIS refers to the system of innovation that functions within a particular region. Therefore, RIS may transcend national boundaries. As an RIS could comprise several clusters, with each focusing on a specific industry, it could also exist across several industries. Thus, an RIS, in a sense, is a large collection of several clusters. It is a group of business entities from several different industries that interact and share resources with each other (Asheim & Coenen, 2005). They, in turn, are supported by other institutions, such as universities, research centres, and governmental councils that provide assistance in terms of technologies, training, and physical infrastructures. In fact, the role of institutions is important in influencing the potential of an RIS (Doloreux & Saeed, 2005). Examples of an RIS, given by Asheim and Coenen (2005), include Baden-Wurttemberg (Germany), North Jutland (Denmark) and Scania (Sweden).

While an RIS can emerge naturally, its development can also be planned. A planned RIS concept requires centralised and consensual government at the regional level, with the ultimate aim of developing the region as a whole. Knowledge is central to an RIS; thus, its development not only requires the existence of all the relevant entities, such as research institutions and entrepreneurial companies, along with their supportive units but also necessitates that these entities operations are highly cohesive. Moreover, in creating an RIS, adequate funding in the initial stage of its formation and entrepreneurship is also vital (Abetti, 2004). Above all, an integrated strategy involving all related institutions and firms is needed to ensure future sustainability of any RIS, either planned or unplanned (Saxenian, 1990).

The Technopolis Concept

A technopolis can be described as a type of cluster. It contains all the features associated with a cluster, such as having large companies and their related customers and suppliers. It also encompasses supporting entities, such as governmental and research institutions and related agencies that provide regulatory, research and educational assistance to the businesses. However, a technopolis has two distinctive characteristics that differentiate it from a cluster or an RIS. First, there is the existence of a city that becomes the centre of government and business for this cluster (Smilor, Gibson, & Kozmetsky, 1989). The second is the establishment of a large research university within its city limits that acts as the source of innovation and technology for business entities within its designated area (Steffensen, Rogers, & Speakman, 2000). A few examples of technopolises are Austin (Texas, U.S.), Goteborg (Sweden), Cambridge (England, U.K.), and Sophia-Antipolis (France) (Steffensen et al., 2000; Lafitte, 1988).

However, the three abovementioned regional development concepts thrive on the existence and success of entrepreneurs within their systems. Thus, their survival depends on having all the elements necessary to create and develop innovation and promote growth of new and existing companies (Saxenian, 1990; Venkataraman, 2003). An important concept in achieving that purpose is through the incubator mechanism. For example, within the Helsinki RIS, entrepreneurs took the initiative to form new companies and moved into incubators while helping to commercialise university technologies. Collectively, these efforts resulted in more companies and more jobs, a lower unemployment rate, and increased sales growth among the incubated firms (Abetti, 2004).

Incubators and Regional Development Concepts

An incubator, which is implemented to help develop new companies and generate growth among them, can strengthen an innovation system within a region, a cluster or a technopolis. For example, a study of the ITRI Incubator, which is located within the dense Hsinchu business cluster, has shown that robust companies that graduated from the incubator moved into the Hsinchu Science Park (HSP) and other areas within Hsinchu. These new companies generate new sources of growth for the cluster by creating new jobs, attracting venture capital and highly skilled personnel into the geographical area, and, perhaps, bringing in new international partnerships (Hsu, Shyu, Yu, You, & Lo, 2003; Koh et al., 2005). These added characteristics enhance the clustering effect within the area. In turn, the incubator’s tenants, or incubatees, operate in a protected environment as a result of their own as well as their incubator’s connections with the community in the cluster. This, consequently, increase their chances of survival (in this paper, the term tenant and incubatee is used interchangeably). Thus, the relationship between an incubator and the development of its surrounding area is highly reciprocal. A similar relationship is also observed for university-based incubators located within Hsinchu (Khairul Akmaliah, 2008).

As a particular cluster becomes more successful because of the existence of the incubator, the benefits of this success spill over into the region, thus strengthening the RIS, which may comprise several clusters. Abetti (2004) shows how a group of incubators that is governed centrally can support RIS development in Helsinki, Finland. The incubator concept can also support the development of a technopolis. As the technopolis concept includes a research university as the main source of innovation and technology, incubators can be used as tools by the university to further stimulate this innovation process. A similar concept can also be employed by large businesses within a technopolis to achieve a more rapid product commercialisation process.

Incubator Performance Measures and Life-cycles

It can be noted that incubators appear to evolve through a life-cycle of three important stages. These include the start-up, business development and maturity stages. Different stages of the incubator life-cycle require its management to focus on solving different problems, and once these problems are resolved, the incubator is ready to move to the next stage. It is worth noting that incubators seem to perform better as they mature (Allen & McCluskey, 1990). This phased development is similar to the stages in the new venture life-cycle conceptualisation (Timmons, 1994).

As different incubators may have different goals, the literature suggests analysing incubator performance with measures that address the needs of the stakeholders that they serve (Allen & McCluskey, 1990; Bergek & Norrman, 2008; Mian, 1996a; 1996b; 1997; Phan, Siegel, & Wright, 2005; Markman, Phan, Balkin, & Gianiodis, 2005; Phillips, 2002). Therefore, an incubator that is implemented as a policy tool for economic development—as with the incubators that are included in this study—may have many stakeholders; thus, its performance measures may include the following measures:


	The degree of consistency between the incubator’s stated objectives and operating policies with its achievements (Bergek & Norrman, 2008; Mian, 1996a; 1996b; 1997; Phan et al., 2005; Markman et al., 2005; Phillips, 2002).

	The extent to which its programs help its incubatee firms grow into successful companies (Hansen, Chesbrough, Nohria, & Sull, 2000), which is an important measure of an incubator’s contribution towards supporting the development of its incubatees. This is also the universal goal of the incubatee firms (Hackett & Dilts, 2004).

	The number of profitable and graduated companies and their survival rates (Mian, 1994; 1996b; 1997), which is an important measure for cybercity incubators as their function is to support the MSC charter by developing IT companies.

	Its level of profitability (Lalkaka, 2002) as it is important for the incubator to be self-sufficient and to continue its operations.

	Its potential for growth and sustainability, which determine the continuity of the incubator operations in supporting the growth of new companies under its care as well as its ability to sustain its operations.

	Its reciprocal contributions to the locational contexts, which refers to the general impact of the incubator on the larger community in which it operates (Mian, 1996b; 1997; Phan et al., 2005). This can be measured by the incubator’s contribution towards making the MSC area a conducive location for business.

	Particularly in the case of a university-based incubator, (i) its reciprocal contributions to the host university, in terms of the number of host-university graduates that its incubatee firms are employing; the number of university students that its incubatee firms have accepted as interns; the number of incubatees that have benefited from links with the host university; and (ii) the number of technology commercialisation cases by its incubatee firms, which involve technologies developed within the university labs of the incubator host (Markman et al., 2005; Mian, 1996a; Phillips, 2002).


BACKGROUND—BUSINESS INCUBATORS AS PART OF THE MSC PROGRAM

Malaysia – Its Economic Background and the Decision to Move into Technology-based Industries (1957 to Mid-1990s)

Since Malaysia achieved its independence from Britain in 1957 until the early 1970s, the country’s economy has relied heavily on commodities. During that time, with little interference from the government, the economy could be classified as a free-market economy. However, starting in the early 1970s, for the first time, the Malaysian government intervened significantly in the economic policy by introducing a new economic policy that focused on manufacturing-based industrialisation (Economic Planning Unit, 2008). In the first phase, the government implemented an import-substitution industrialisation program, and in the second phase, it introduced the export orientation program. In 1985/1986, Malaysia experienced an economic downturn, which, among others results, led to the government’s privatisation of many state projects. The period between the mid-1980s and the mid-1990s, however, saw a surge in globalisation and the opening up of new markets in many parts of the world, which, in turn, resulted in many foreign direct investments into Malaysia. These factors along with, perhaps, some other factors, resulted in economic prosperity for Malaysia until the mid-1990s.

In the early 1990s, the Malaysian government identified IT as a strategic industry with the potential to generate new sources of wealth for the country’s long-term goals, that is, to achieve a fully developed status by the year 2020 (Government of Malaysia, 2001; 2006). By the mid-1990s, the Malaysian government began to encourage the development of knowledge- and technology-based industries and identified IT and multimedia industries as their new sources of growth. Accordingly, it established the National IT Council (NITC) to monitor these industries, and in December 1996, the government launched the 25-year National IT Agenda (NITA) (NITC, 2009). The policy was later operationalised via the development and implementation of the MSC Program, which aims to transform the entire country into a conducive environment for conducting IT businesses.

Infrastructures and Support Services for the Development of Technology-based Industries (Mid-1990s to Present)

In fulfilling the MSC’s charter to create an environment favourable for IT business in an MSC area, two strategies are implemented: to attract the world’s leading IT companies to locate their industries within the MSC area, undertake research, develop new products and technologies, export from this base, and choose MSC as the hub for their regional operations in Asia; and to encourage the creation and development of Malaysian IT SMEs and transform them into world-class companies (Abu Talib, 2007).

Under this MSC project, the MSC region, which was equipped with infrastructure and other support services, was designated as the initial platform as it had an environment conducive for businesses (Abu Talib, 2007). The identified MSC area already had some of the requisite infrastructure and support services as there were a number of research institutions and universities, both publicly and privately sponsored; government-based think tanks; and large pools of skilled workers from the universities and the research institutes located in the area. Moreover, as the area includes the capital city, Kuala Lumpur, it has an established financial community. First, the MSC was designed to capitalise on these existing infrastructures and to develop other support services and infrastructures, with the aim of creating a cluster of IT companies along with all necessary supporting agencies and businesses. Special cyberlaws and policies were also implemented to help it operate within a clear legal boundary (Ramasamy, Chakrabarty, & Cheah, 2003). Second, in the mid-1990s, the construction of Putrajaya, which serves as the new administration city for the Malaysian government, and Cyberjaya, which acts as the new administrative centre for MSC, commenced. By the late 1990s, Putrajaya and Cyberjaya began to perform their respective functions.

Third, the Multimedia Development Corporation (MDeC), a Malaysian government regional development agency, was created and given the responsibility to oversee much of the progress and achievement of the MSC objectives. Among others, MDeC was to help manage the infrastructure and help develop and manage incentives and other support services within the MSC area. Fourth, as a way to encourage the creation and development of Malaysian IT SMEs into large companies, the Malaysian government launched four major projects to create markets for IT companies’ output, including e-government, a multipurpose card, a smart school, and tele-health.

Perhaps the most important part of creating a positive environment within the MSC area was the establishment of cybercities and cybercentres within the area, which started in 1998. The purpose of these developments is to allow the specified areas to become densely populated with IT companies, that is, to build a critical mass of IT companies in the region. All companies, local and foreign, that are given MSC-status are to be located in one of the designated cybercities or cybercentres within six months of receiving their MSC-status to allow them to be eligible for the MSC 10 Bills of Guarantee. The bills entitle the companies to receive tax advantages on their income and import duties, to employ unrestricted numbers of foreign-knowledge workers, to have a flexible ownership basis and financing options, and to receive privilege to government-contract businesses—which is an important advantage (MSC Malaysia Cybercities Department, 2007). MDeC is responsible for evaluating the applications and for the granting of MSC-status as well as for facilitating companies with MSC-status to relocate within the MSC area. MSC status is given to local or foreign companies that have a unique innovation concept (MSC Malaysia, 2008).

By 2008, 9 locations had been designated as cybercities/cybercentres, including 5 in the MSC area and 4 in other sites in Malaysia. The 5 in the MSC area are Cyberjaya Flagship Zone (CFZ), Technology Park Malaysia (TPM) and UPM-MTDC, Kuala Lumpur City Centre (KLCC), and KL Sentral. The first 4 were awarded MSC-status in 1998, and the last one was awarded MSC-status in 2006. Out of these 5 areas, 3 of them are hosting business incubators. The incubators are the MSC Central Incubator (MCI), which is located in Cyberjaya; the TPM Incubator, which is situated in the TPM vicinity; and the UPM-MTDC Incubator, which operates within the UPM main campus in Serdang (MSC Malaysia Cybercities Department, 2007).

Not only are all 3 incubators created to support the MSC initiative, they are also connected to each other via their parent company and ownership. Both MDeC, under which MCI is operated, and TPM, under which the TPM Incubator is operated, are government-owned companies, operated under and sponsored by the Ministry of Science, Technology, and Innovation (MOSTI). Thus, they are sister entities along with their other sister companies, which are SIRIM Berhad, MIMOS Berhad, and Astronautic Technology (M) Sdn. Bhd. MTDC is a subsidiary of the MOSTI, and its shareholders include both private and government agencies (Krishna, 2008; Malaysian Industry-Group for High Technology [MIGHT], October 2004).

RESEARCH METHODOLOGY

We employed a case study methodology to generate an understanding of the different imperatives and the nature of incubator use in an emerging economy in comparison to incubators in converging countries (Ratinho & Henriques, 2010) and developed countries. We adopted Yin (1994, 2009) and Eisenhardt and Graebner’s (2007) case study techniques to interview and analyse the three facilities. We further our case study by administering a structured survey method to all three firms (Fowler, 2009). The survey probed each incubator’s processes and results and provided structure for our face-to-face and telephone interviews.

We used the structured surveys to conduct in-depth, face-to-face and/or telephone interviews with the incubators’ managers as well as with the managers of the incubatee firms. We followed up with e-mail communications when necessary. The information provided by the managers during the interviews was corroborated and supplemented by other corporate units and/or the sister units of the incubators. Additionally, we checked the statements of the interviewees by actual interviewer observations during visits to the incubators. Finally, we enriched the study by utilising secondary information on the incubators. The research process utilised is longitudinal in nature. We conducted our first data collection in 2002. This process was followed up in 2006 and finalised in 2008.

In conducting the case studies, we utilised Eisenhardt’s (1989) and Eisenhardt and Graebner’s (2007) analysis techniques. First, we developed a written case for each of our three incubators. We developed each case in a three-step [2002, 2006, 2008] order. We analysed each incubator in this manner to capture the richness and relative progression of each incubator’s developmental processes. Finally, we performed a cross-comparison of our three incubators to highlight their differences and similarities. The resultant analysis is a robust case method study that links broader theory to our findings.

FINDINGS

This section provides a detailed report on each of the incubator cases.

Case 1: MSC Central Incubator (MCI), in Cyberjaya

The MSC Central Incubator (MCI), which began its operation in 1999, was first established as a unit of the MDeC. The MDeC is a Malaysian government agency under the MOSTI, created in 1999, and is responsible for overseeing the attainment of the MSC Program’s objectives. Specifically, the MDeC objectives are to create a critical mass of IT/multimedia companies. The MCI is managed by the Technopreneur and Enterprise Development Unit under the Industry Development Division of MDeC. Its objectives are to develop new ventures into companies that can compete on a global level, and it mandates that all potential tenants, as MSC-status companies, focus on the ICT/multimedia areas.

The MCI operated in a building on a site that belonged to the Multimedia University and that was within the university campus in Cyberjaya. The Multimedia University leased the land to MCI to encourage and expose their students to “technopreneurship”. The incubator building was a gift to MDeC from Setia Haruman, the major developer of Cyberjaya, which is an area that achieved cybercity status in 1998 (MSC Malaysia Cybercities Department, 2007). The incubator initially operated as a landlord, providing office spaces to firms to set up businesses, though it offered very few other support facilities. However, since 2003, MCI has been implementing what it refers to as a business acceleration incubator model and, as such, has changed its operation mode to offer more comprehensive support to IT related businesses. This support comprises, first, technology, marketing, and funding facilities, and second, basic business and operations support. For the first category of support, in 2004, the incubator jointly established computing labs with Microsoft and Sun MicroSystems. These labs can be used by the tenants to develop their proof of concepts and/or prototypes. The tenants can also seek advice on technology from the staff members of these two lab partners. Additionally, the partners sponsor or subsidise the training of the tenants’ employees at their facilities. Once a tenant develops a proof of concept, the incubator helps match it with potential customers. Furthermore, the tenant is granted MSC-endorsements on its products. Although the incubator does not provide funding directly to its tenants, it aids them in securing financing. In doing so, the MCI invites potential venture capitalists and high net-worth individuals to meet with its tenants. In the second category of support, the incubator provides certain assistance to satisfy the basic operation needs of its tenants, such as business plan preparation, individual/CEO profiling, and venture/business profiling.

Since 2004, MCI has been inviting experts from various industries to serve as mentors who advise the tenants on technical and business matters. It extensively searches for potential mentors, selects suitable ones according to pre-defined requirements, and inputs profiles of each selected mentor into its databank. Thus, the mentor’s expertise can be properly matched with the needs of the tenant. The selection process for its potential mentors is very stringent and is performed by MCI’s own personnel. Its mentors are required to have some personal experience in building their own companies to a certain level of earnings.

In 2008, MCI was headed by a senior manager who was assisted by an executive and an administrative assistant. The senior manager was responsible for managing MCI’s overall operations, though the incubator management did not maintain records on the number of ventures/companies that it hosted since 1999. By 2008, incubator services that could be accessed by its tenants were expanded with the support of its other sister divisions. This expanded support allows its tenants to have easy access to other technopreneur development programs under the MDeC’s Technopreneur and Enterprise Development program portfolios. The tenants, for example, can receive trainings in basic business management as well as in advanced financial and marketing planning; they can also obtain basic legal services, when needs arise, for free or at discounted rates. MDeC also has an MSC Management Services Division that offers incubator tenants many types of services at subsidised rates. For example, MDeC offers a business assessment service where the tenants can present their ideas to a group of experts, such as representatives from a consulting firm affiliated with MDeC, technology experts, and venture capitalists, to determine the marketability of their concepts. The incubator also offers the use of its labs to several entrepreneurs who are under its sister technopreneur development program but who are not tenants. An exchange platform for the sharing of ideas among tenants through various programs that have been organised by the incubator are available and are sometimes conducted in collaboration with its sister divisions/units.

MCI tenants also have preferred access to grants offered by the MOSTI, the parent body of MDeC, and to funding communities related to the MOSTI and to other government agencies. Through the incubator and the MDeC programs, tenants are assisted in identifying other useful programs that are organised by related agencies and institutions, such as the Technopreneur Association of Malaysia (TeAM). Tenants can attend these programs at subsidised rates or for free. Moreover, the MCI acts as a reference site for the country’s Incubator Development Program for which the staffs of MCI and MDeC provide consulting and advisory services to potential and existing incubators.

By 2008, the MCI had a total office space of 50,000 square feet, including space for shared facilities such as conference, board, meeting, and discussion rooms. Other spaces were available for rent at rates that ranged from RM2.50 to RM4.50 per square foot. Operating at full capacity, the MCI hosted 51 tenants who rented offices of various sizes depending on their needs. These tenants were involved in at least one of the following businesses: software development, internet-based business, hardware design, creative multimedia content, and shared services and manufacturing. Tenant selection was performed by the incubator manager and his assistant manager, and their recommendation was forwarded to the head of the Technopreneur and Enterprise Development unit. The tenancy period ranged from a six-month minimum to a two-year maximum.The incubator manager and his assistant also conducted a tenant review every six months to determine if the tenant had achieved its milestones. To date, the incubator has never removed a tenant because of poor performance as the poor performers have moved out voluntarily.

From the tenant’s perspective, they have, in general, benefited from being a part of the MCI. Benefits include the extensive interactions that occur among the incubator tenants as some tenants’ programmers/product developers discuss their product development problems and seek advice from each other, particularly from those who use a similar lab facility. There are those who have established business collaborations with each other where, for example, one tenant becomes a back-end technology supplier to another tenant. Many tenants have also benefited from the lab facilities at the incubator, thus significantly reducing some of their operating costs. The incubator’s collaboration with the labs also enables the tenants’ programmers to be trained at either a subsidised rate or at no charge. The tenants are also able to make use of the neighbouring Multimedia University internship students, as MDeC assists in negotiating the recruitment of Multimedia University internship students for the tenants. Being located within the Multimedia University main campus makes the arrangement a win-win situation as the students can live on campus if they have an internship attachment at one of the incubator tenant companies while gaining work experience. In addition, as giving allowances to these students is optional, the tenants can reduce their costs even further. By the end of 2008, however, there was no plan to extend the incubator’s space to accommodate more tenants. The number of companies that the incubator had developed that qualify as globally competitive, thus, remains very small.

Case 2: The Technology Park Malaysia (TPM) Incubator

The Technology Park Malaysia Corporation Sdn Bhd (TPM) began its operation in September 1993 and started to offer incubating services in 1996. It is a government-owned business entity under the MOSTI that has a lease on a 750-acre plot of land from the federal government, which makes up the TPM area. The area received cybercity status in 1998 (MSC Malaysia Cybercities Department, 2007). The TPM Incubator operates in five divisions, which include (a) Business Development & Special Projects, (b) Corporate Services, (c) Finance, (d) Centre for Technology Commercialisation, and (e) Park Management & Services. The Business Development & Special Projects Division is responsible for business collaborations and for bringing any outside businesses to the TPM Incubator. The Centre for Technology Commercialisation is responsible for managing the allocation of the Techno Fund, an operation monitored by the MOSTI. The TPM Park Management & Services Division manages the operations of the park’s enterprise complex, incubator and innovation house.

TPM also operates four subsidiaries that began operations in 2003/2004. These subsidiaries include TPM IT Sdn Bhd, TPM Biotech Sdn Bhd, TPM Engineering Sdn Bhd, and TPM College Sdn Bhd (TPM, 2010). The TPM divisions, along with these subsidiaries, enable the provision of a comprehensive service within the park. As a comprehensive business park operator, the TPM’s objectives are to build a sustainable business community and create a conducive business environment for this community within its park. It plans to achieve these objectives by providing infrastructure and services that facilitate R&D, innovation and commercialisation activities. It is also to serve as a platform for linkages and partnerships between the industry and government agencies to encourage innovation and technology-based industry growth (TPM, 2010).

TPM’s business activities include renting business housing areas/facilities and leasing land to local and foreign high-tech and R&D companies. TPM offers various sizes of space plots that have the necessary infrastructure and facilities for technology companies and that allows them to sublease and construct their own buildings. Moreover, the TPM subsidiary companies provide laboratory services, product development assistance, contract research aids and commercialisation support for nutraceutical and biopharmaceutical products (TPM Biotech), engineering design and solution aids (TPM Engineering), and broadband and data centre maintenance (TPM IT). Its TPM college is a training platform that supports the development of human resources in the technical fields.

TPM offers three types of housing facilities for entrepreneurs and companies: the enterprise complex, the incubator building, and the innovation house. The enterprise complex premises are designed for medium-sized companies while the incubator building and innovation house are essentially office spaces for small companies, specifically for those that are at the business development and idea development stages, respectively. The innovation house is designed to cater to the needs of entrepreneurs who have yet to form a company. TPM’s first corporate objective perhaps summarises the objective of its incubation services: “To incubate and nurture knowledge-based enterprises by providing expertise and support services technically and commercially”. The operations of these three housing facilities are managed by TPM’s Park Management and Services Division. The division is also in charge of the facilities’ marketing and tenant administration. By 2008, the total number of tenants in all its housing is 160 companies with 55 in the incubator house. Of the 160 companies, 77% were involved in IT business; 13%, in biotech; 6%, in engineering; and 4% operated support businesses within the park, such as restaurants and convenience stores (4%). Of the total number, 80% are local companies, and the remainder are multinational companies.

As the entire TPM area has cybercity status, it enables the TPM Incubator to attract MSC-status companies as tenants. The selection decision regarding its potential tenants is made by a panel committee comprising managers from the marketing, finance, and legal departments of the Marketing and Business Development unit of the Park Management and Services Division, as well as managers from the TPM subsidiaries, that is, TPM IT, TPM Engineering, and TPM Biotech, although their involvement depends on the nature of the prospective tenant’s business. No expert outsiders are invited to serve as selection committee members.

Only potential tenants whose businesses are in ICT, biotechnology, or engineering are considered for evaluation to meet the incubator’s cybercity-status requirements. TPM accepts tenancy from companies with or without the MSC-status, although it gives priority to those with MSC-status. The total office space available for rent at its incubator is approximately 113,800 sq. ft., and the rental charge is RM 3/sq. ft. The TPM Incubator conducts tenant surveys annually, and the results, which serve as the tenant progress report, are submitted to the MOSTI. By early 2008, the TPM incubator, which was hosting 55 companies, had reached full capacity and had several potential clients on its waiting list.

The benefits that are provided to the tenants are many. The incubator tenants can access the lab equipment and other services of the TPM subsidiaries, and, depending on their collaborative arrangements, tenants can also receive the services at a discounted rate. Consequently, many of the incubator tenants collaborate with and make use of the facilities provided by the TPM subsidiaries. An example of this collaboration is when TPM Engineering produces equipment parts for one of the tenants.

When evaluating tenancy qualification, the incubator does not consider synergy among tenants one of its selection criteria, although it does provide information on present tenants to new ones. Nevertheless, there are some business collaborations among the tenants and between the incubator tenants and TPM’s larger business tenants within the enterprise complex. For example, a small company in its incubator or innovation house is a customer to one of the large TPM tenants in the enterprise complex. Within the incubator, there are cases where one tenant is a supplier to another tenant or where one tenant is a buyer from another tenant.

The TPM incubator also helps tenants link with experts by organising business forums and discussions. It invites experts from the Small and Medium Industries Development Corporation (SMIDEC), MDeC, and Malaysia Debt Ventures Berhad (MDV, a government-based funds manager), to provide advice on grants and other financial support. The incubator also helps in linking tenants with grant providers, such as the MOSTI for Techno Fund. The TPM incubator staff members establish these links with outsiders on their own. However, thus far, no formal links with research institutes or universities have been provided to the tenants. Other benefits offered to the TPM incubator tenants are for recreational and health purposes. The TPM’s vast vicinity includes a gymnasium, sauna, court game facilities, food outlets, convenience shops, bank branches, and clinics. While these facilities are also available for those outside the TPM community, the tenants are often given discounts.

The initial intent of establishing the three types of housing was to allow the enterprise complex to receive tenancy from the innovation house and the incubator and for the incubator to receive tenancy from those previously in the innovation house. However, by 2008, no information was available on the number of migrations between the three houses. There is also no information on the accumulated number of tenants, to date.

Case 3: UPM-MTDC Technology Incubation Centre One

The UPM-MTDC Incubator is one of the three university-based incubators operated and managed by MTDC. The incubator received cybercity status in 1998 (MSC Malaysia Cybercities Department, 2007). MTDC initiated operations in 1992 with a charter to spearhead the development of technology businesses in Malaysia. Its initial role was to promote and commercialise local research and to invest in new ventures that would attract new technologies from abroad. It was created, initially, as a subsidiary of the Ministry of Science, Technology and Innovation (MOSTI), and its operation was supported by government grants. With the government as its majority shareholder, the remaining shareholders were private investors.

In 1996, it invested in the development of university-based business incubators, which began with establishing the UPM-MDTC incubator. During this time, MTDC was deemed the agency responsible for promoting the usage and application of advanced technologies among local industries. This activity was supported through two government grants, which were, the Technology Development Program and the Technology Development Cluster program. The Technology Development Program emphasises the promotion of high technology applications among local companies and the commercialisation of its R&D results through the grants available under the commercialisation of the R&D Fund and the Technology Acquisition Fund (Ministry of International Trade and Industry Malaysia [MITI], 2004).

The Technology Development Cluster Program, on the other hand, was introduced in 1996. This program, operationalised through the MTDC incubator programs, involves developing and managing technology incubation centres. The incubators are built within the confines of universities where technopreneurs would be permitted to rent space and take advantage of available R&D facilities within the universities. Their objectives are to provide a physical platform for technopreneurs to collaborate with local universities and research institutions in an effort to promote the commercialisation of technology. By 2004, MTDC operated three incubation centres: the UPM-MTDC Technology Incubation Centre One in Serdang, which focuses on IT and multimedia development; the UKM-MTDC Smart Technology Centre at the Universiti Kebangsaan Malaysia campus in Bangi, which concentrates on biotechnology; and the UTM-MTDC Technovation Centre at the Universiti Teknologi Malaysia campus in Skudai, which emphasises IT and electronics.


By 2008, MTDC had further evolved to become an integrated venture capital solutions provider that provided financing to firms in all stages, from those at the laboratory idea stage to those at the commercialisation stage. By this time, the MTDC had approved grants totalling RM143.4 million to 95 local technology-based companies. It also took up equity stakes amounting to more than RM350 million in more than 50 local and international companies (MDV, 2010). The company’s structure is divided into two divisions: the Investment Division and the Technology Development Division. The Investment Division is responsible for venture capital decisions while the Technology Development Division operates the following three units: (1) Grant management; (2) Incubator management; (3) Value-added services. The Grant Management Unit is responsible for the evaluation and distribution of the Technology Acquisition Fund (TAF) and the Commercialisation of Research and Development Fund (CRDF) to qualified entrepreneurs and business owners. These grants can be applied for by entrepreneurs who meet the criteria, including those who are MTDC incubator tenants as well as outsiders. The Value-added Services unit is responsible for providing required services to both MTDC incubator tenants and MTDC grant recipients (MTDC, 2008).

The Incubator Management Unit is responsible for the daily operations of all three MTDC incubators. The UPM-MTDC Incubator began its operations in 1996 with the UPM leasing it a parcel of land and the MTDC financing the building of its offices. The incubator is managed by the MTDC’s Incubator Management Unit. Each incubator is formally assigned two staff members whose offices are in the respective incubators while the remaining staff members are located in an office in the UPM-MTDC, which serves as the centre for managing all three MTDC incubators. The stated objectives of the Incubator Management Unit are “to activate and promote the acceleration of the commercialisation activities of both the local universities and research institutions” (MTDC, 2008).

During its initial years of operations, the UPM-MTDC operated as a landlord incubator, providing only office space with no other types of services. However, this role changed in 2003 when it started to upgrade its incubator operations (National SME Development Council, 2006). By 2008, the UPM-MTDC Incubator had three types of housing facilities with a total build up area of approximately 150,000 sq. ft. The facilities included a technology garage (small premise with a maximum of 420 sq. ft.), an enterprise complex (a larger space with a minimum of 1,000 sq. ft.), and the server farms (especially for data centres). By that time, the UPM-MTDC was operating at a full capacity, supporting 33 tenants—9 in the technology garage, 19 in the enterprise complex and 2 in the data centre. Of these tenants, 95% were involved in the IT business, and the remaining 5% were engaged in life-sciences.


Three of the tenants are actually units of the UPM itself. In this case, the UPM rents the building for labs and research, one being a unit in collaboration with other research institutes, because space has become limited for the UPM at its main campus. In total, all three MTDC Incubators recorded approximately twelve collaborations with official documentations among its tenants and the universities/research institutes. The estimated number of collaborative agreements within the UPM-MTDC incubator is four, three of which involve the host university.

The UPM-MTDC incubator also assists tenants in recruiting student interns from the UPM, although it does not provide direct links between the tenants to the UPM labs. Rather, the management becomes the information gatherer and gives the information to the tenants. Thus, the tenants themselves must make the initiative to proceed. Some tenants also use UPM graduates as their manpower. Again, introductions and schedules are first provided to the tenants by the incubator, but the tenants must then take the initiative and deal directly with the graduates.

The UPM-MTDC Incubator mandates that all potential tenants either have collaborations with the host university, with another university or research institution or have plans for such collaboration. If they do not meet this criterion, their tenancy in the incubator is refused. All new tenants are given six months to establish this collaboration, and failure to do so will result in their eviction from the incubator. In promoting links with the host university (UPM), the incubator management regularly meets with the university management and helps to link the tenants to the Industrial Relations unit of the host university in an effort to encourage the tenants to engage student interns. The management of the incubator also helps establish links with other universities and research institutions while its sister unit, which is the value-added services unit, helps link the tenants to industry experts and provides other services beyond those offered by the incubator management.

The incubator’s tenant selection decision is made at the MTDC corporate head office. The decision process involves a committee that is composed of the heads of the MTDC Investment Division, the Technology Development Division, and the Corporate Services Division. The committee also includes the heads of units under these divisions, depending on the nature of the potential tenant’s business and various other factors. No expert outsiders are involved in the tenant selection decision. Rather than actually monitoring the performance of the tenants, a tenant performance review is performed as a part of the tenancy renewal routine. The incubator manager evaluates the tenant performance and then makes recommendations with respect to the final decision to the Steering Committee. The incubator does not keep a record on the number of accumulated tenants or monitor the progress of the graduated companies.

The incubator’s rental rates are per square foot. For the technology garage, the rate is RM2.70; for the enterprise complex, it is RM2.50; and for the server farm, the rate ranges from RM3 to RM3.50. The tenancy period for each contract is two years for the technology garage and three years for the enterprise complex. However, the tenancy agreements are renewable upon re-evaluation and approval by the incubator management. There are some anchor tenants that have been in the incubator for a considerably long time, and at least two have their data centre operations in the server farms. MTDC did not invest in any of the UPM-MTDC incubator tenant companies or in either of its two incubator tenants. Thus, the incubator still has a considerable amount of leased land available for future expansion.

DISCUSSION

All three cybercity incubators’ corporate units (MDeC, TPM and MTDC) are government agencies that are specifically created to provide direct support to the implementation of the MSC Program. Thus, they directly support the development of the Malaysian IT industry and its planned MSC regional development. Their projects, including their incubators’ operations, are aligned with the MSC Program. All three incubators play important roles in supporting the MSC charter, as they are established to support the growth of IT companies by developing the IT industry, attaining cybercity status, and contributing directly to the transformation of the MSC region into an environment conducive for IT business. All three organisations are MOSTI arms and subsidiaries, which indicates that MOSTI is a key player in the MSC initiative and that it plays a substantial government role in the MSC Program.

Two cybercity incubator’s corporate units (TPM and MCI) are created specifically as integral parts of the MSC initiatives while UPM-MTDC’s corporate unit (MTDC), which was formed in 1992, was refocused to serve the MSC charter. MDeC is perhaps the most essential vehicle for the MSC implementation as it is the regional development agency for the MSC program and is, therefore, responsible for achieving many of the MSC’s objectives, including the development of the MSC-status companies and the growth of the region. Both TPM and MTDC are, perhaps, the second most important entities of all the institutions/agencies designated to support the MSC Program implementation. Therefore, while all the incubators’ objectives are directly coherent with their corporate office unit objectives, they are also consistent with the MSC objectives, though in all cases, the achievement of their objectives occurs incrementally.

Each of the cybercity incubator’s corporate units differs in their implementation concept as MDeC is a regional development agency, TPM is a science park, and MTDC is a venture capital agency and technology commercialisation arm that supports technology and firm development. With respect to their incubator concept, each incubator uses a different method of nurturing its tenants with each playing a specific role in contributing to the objectives of the MSC project. MCI utilises the business development acceleration concept, TPM uses the comprehensive science park concept, and UPM-MTDC utilises the university technology transfer/commercialisation concept. All of these are important conceptual elements in supporting and creating an environment that is conducive to innovation and business growth, as envisioned by the MSC initiative.

The MCI directly supports the MSC charter, as the MCI objectives are to develop new companies that can compete on a global level; thus, the MCI directly serves MDeC’s overall charter to create a critical mass of ICT/multimedia companies. Also consistent with the MSC charter to develop the IT industry, the MCI requires that all its potential tenants have MSC-status and their business focus is in the ICT/multimedia fields. Among the three cybercity incubators included in the study, the TPM Incubator corporate operation, given its comprehensive science park concept, has the most extensive objectives. The TPM Incubator, which intends to facilitate the development of companies in telecommunications, biotechnology and IT, supports only one part of the overall TPM corporate objective. Other TPM corporate objectives include facilitating and promoting R&D, innovation and commercialisation activities by providing the necessary facilities. It also pledged to create a tight community within its park, thus providing all the necessary facilities for that purpose. Similar to the UPM-MTDC incubator, it also aims to become a platform for developing and commercialising research results from universities and research institutions and facilitating the creation of links with the finance community and industry players. However, unlike the UPM-MTDC incubator, university and research institute collaboration is not compulsory for TPM Incubator tenants. Thus, there are very few, if any, cases of university technology transfer occurring among its tenants.

The objectives of the UPM-MTDC incubator are more focused on supporting the acceleration of research commercialisation from universities and research institutions, which mainly focuses on ICT/multimedia companies. Perhaps the creators of the UPM-MTDC incubator recognise the importance of commercialising the research of universities and research institutions in helping realise the developed state of technology-based industry. In addition, the UPM-MTDC incubator is located on the main campus of the UPM, which implies an emphasis on close proximity for facilitating the transfer of technology from the university labs to the incubator. In its charter, MTDC has positioned itself as a comprehensive venture capitalist; thus, it would be more likely to invest in companies that are already in the growth stage rather than those in the start-up stage, which are most likely to be its incubator tenants. Until 2008, MTDC did not directly invest in any of its incubator tenant companies. However, MTDC’s involvement in the UPM-MTDC incubator and its other two university-based incubators, as well as its responsibility for dispensing commercialisation and technology development grants, demonstrates that it is, indeed, a comprehensive commercialisation arm.

Additionally, each of the incubator’s parents operates as a self-sufficient entity with supporting units dedicated to serving their clients, including the respective incubator’s tenants. In this sense, while they help nurture their tenants, these corporate parents act as incubators to the incubators and their tenants. The incubators receive human resource support from their sister units in fulfilling their tenants’ needs and requirements. This support contributes toward a higher survival rate of their tenants. There is substantial involvement of all three incubators’ sister units in helping the incubators provide services to their respective tenants. In fact, some of the sister units were specifically established as a part of the support structure for the incubators. These developments have occurred incrementally over time.

All three cybercity incubators have received considerable support from the federal government. In terms of financing, they were all initially sponsored by the government. The incubators’ clients were also provided access to extensive financing and technical and managerial assistance by various government agencies and units. The cybercity incubator corporate parents also work closely with other Malaysian governmental agencies in carrying out the implementation activities. One example of a corporate parent is the Malaysian Institute of Microelectronic Systems (MIMOS), an entity under MOSTI. MIMOS offers grants to the incubators’ tenants that are eligible for financial support. Other agencies that offer grants to the tenants include the Small and Medium Industries Development Corporation (SMIDeC), the Malaysia External Trade Development Corporation (MATRADE), which operates under MITI, as well as Malaysia Venture Capital (MAVCAP) and its subsidiary, the Cradle Fund Sdn Bhd (both operate under the Ministry of Finance). The number of agencies further affirms the substantial role played by the government in operating these three incubators. In contrast, the help that these incubators receive from private companies is minimal, and the participation of local government in their activities is almost nonexistent. The involvement of the private sector is limited to offering some complementary support, such as computer labs and basic business services to the incubator tenants in the MCI. Perhaps these weak links with the private sector and local government are the main reason the corporate units form sister units as important parts of the support system for the incubators’ tenants. Or perhaps each of these corporate units has a plan to be a comprehensive service provider in its own right. These weak links, however, indicate a rather weak innovation system and suggest a weakness in the IT cluster within the MSC area.

While their objectives to support the MSC project have remained unchanged over the years, during the initial stage of their operations, the respective incubator management and operations policies of all three incubators acted as landlords, which were inconsistent with their respective stated objectives. However, since 2003, all three incubators had begun to strive towards achieving their originally stated goals. By 2008, the UPM-MTDC incubator had become more successful in its pledge to be the commercialisation arm of the university research. By then, its tenants had recorded more formalised university collaborations, with many tenants actively seeking UPM students as interns and UPM graduates as human resources. This was a significant improvement in comparison to previous study findings, in which the incubator neither functioned as a technology-commercialisation unit for its host or other universities’ technologies nor did it serve as a training ground for host university students (Khairul Akmaliah & Maisarah, 2004).

When analysed, the contribution of the MCI, hosting approximately 60 companies, to MDeC’s overall objective of creating a critical mass of ICT/multimedia entrepreneurs in the country is rather low. However, when viewed as a whole, the MDeC has been somewhat successful, as it has supported many more teams of entrepreneurs through its comprehensive entrepreneur support programs than other incubators. When the TPM incubator outcome is analysed, it scores well in supporting the development of companies and creating a community, but it scores quite low in supporting its TPM corporate unit to link the park community to the university and research institution communities, thereby supporting the commercialising of university research results. Collectively, however, the three incubators have successfully increased the number of entrepreneurs involved in the IT businesses, thus partially helping to meet the entrepreneur number requirements of the MSC charter. The high interaction among the tenants in all incubators indicates the existence of the micro-clustering of firms within the respective incubators.

As they progress, these incubators further increase and improve the services provided to their tenant firms, potentially because of the learning curve experienced by the managerial teams that has taken place over time. The findings confirm a previous study by Allen and McCluskey (1990) who found that incubators, initially, would focus on estate development but that they would, later, concentrate on providing services. However, the growth into services-incubators is, perhaps, also influenced by the extra allocation provided to them by the government as the MSC moved further in its implementation, and the incubators’ operations moved towards a phase of stabilisation.

By 2008, all of the incubators were presumably operating at a profit as indicated by the number of tenants that they hosted. Because of the available captive market of MSC-status companies and their competitive operation costs, it could be expected that the operations of the incubators could be sustained. However, as their service proposition is tightly attached to MSC-status markets, their operations will continue to exist only as long as companies perceive the viability of the MSC-status and the attractiveness of the locations. Otherwise, the businesses of all three incubators will become less viable, which could serve as a major motivation among the operators of the incubators to do everything that they can to encourage the MSC to create a conducive environment in their location so that businesses would want to relocate within or near them regardless of the MSC-status guarantees. Nevertheless, as the availability of current incubating spaces is limited, it may be difficult to fully realise the government’s ambitious goals of creating a critical mass of successful companies operating within the MSC.

As the number of new companies created and developed within these incubators has been low, as a group, the contributions of these incubators towards the intended economic development under the MSC Program have also been minimal. The total number of MSC-status companies, that is, the companies certified to own an innovation, increased exponentially in 2008 to 2,173, and their contribution to Malaysia’s GDP for 2007 was approximately 1.2%, increasing from 0.6% in 2003 (MSC Malaysia Client Contact Centre, 2008). The estimated numbers of companies that are related to the three incubators’ services are approximately 10% to 15% of the total 2,173 MSC-status companies. It could be expected that the constraints on space would further limit the incubators’ future contributions to the country’s economic development. Moreover, the link with the private sectors must be developed to further expand the necessary clustering effect within the area. Perhaps the extension of the cybercities and cybercentres into other areas in Malaysia will serve to accelerate the development of more firms, which, as a group, offers a greater contribution to the overall economic development of the country.

CONCLUSIONS

The development of the IT industry in Malaysia, within the designated MSC area, reflects some elements of a cluster and an RIS. Indicative of an RIS, the MSC Program has a centralised management concept whereby the federal government assumes the leadership role and sponsors the effort. The MSC Program also involves considerable efforts in encouraging new venture formation and supporting their development through various agencies. However, contrary to with an RIS, local and state governments, as well as industry (private businesses), play very limited roles. The MSC also have other characteristics that are not standard for an RIS. For example, the main emphasis of the MSC is on developing the IT cluster exclusively rather than on developing more comprehensive businesses and industries within the region.

There are instances of clustering characteristics, though these are not fully developed. For example, as the specific emphasis of the MSC Program is on the development of the IT industry, it is receptive to the presence of both local and multinational IT producers. It also promotes the grouping of IT firms within a geographical area as its aim is to create synergy between a customer and a producer by locating them in close proximity of each other, while simultaneously developing an export hub for companies that are located there. These characteristics reflect an emphasis on developing the MSC region into an exporting cluster in addition to serving the local markets. This emphasis not only creates an important clustering strategy for Malaysia’s small IT market, but it also takes advantage of Malaysia’s capabilities in the export markets.

While reciprocal relationships are observed in TPM among large firms in the enterprise complex and small firms in the incubator, such large-small firm links are not obvious among MCI and UPM-MTDC tenants, as their focus is only on the SMEs. However, in the MCI and UPM-MTDC incubators, some synergistic relationships are observed among the tenants. Therefore, there is indeed clustering among the tenant firms. These micro-clustering functions, which serve as the nucleus for the clustering effect within the cybercities, have the possibility of spilling over into the greater MSC region. The anticipated clustering within the MSC region, however, has not yet gained full strength as cohesive operations involving the private sectors, universities, and local and state governments are required. Achieving cohesiveness among these important elements is vital to enable the cybercity incubators and their tenants to fully function as a high performing cluster that contributes to the efficiency of the innovation system within the region and thus strengthens the RIS as envisioned by the MSC Program.

All three incubation operations have evolved over time from being landlords to becoming fully integrated incubating systems. This evolution further affirms that incubators proceeded through lifecycle processes (Allen & McCluskey, 1990; Hackett & Dilts, 2004) and that these processes are influenced by a number of factors including, most important, the availability of resources (especially money), an increase in managerial capability, and, perhaps, an increase in the quality of their tenant firms. In providing their services to their tenant firms, the corporate units of the incubators employ both internalisation techniques, in which their own subsidiaries and/or departments provide services directly to the tenants, and outsourcing, in which the incubators act as platforms to link the tenants to the outside service providers. The use of internalisation by the incubators as an approach at their end can be explained by the transaction costs economics theory as they aim to reduce their costs of operations in delivering services to their customers (Porter, 2000). Such an approach may be pursued because the cybercity area is still underdeveloped as a cluster, and thus, many vital supporting entities are still unavailable. It is also possible that some of these entities, while they exist, are not properly linked to the incubators.

Moreover, it is possible that such an approach is undertaken to further institute their own legitimacy as well as that of their respective corporate units. As explained by the institutionalisation theory, as anchor agencies in the MSC Program, the three corporate units of the incubators have a high need for legitimacy (Dacin, Goodstein, & Scott, 2002; Daft, 2010; Meyer & Rowan, 1990). In ensuring enduring legitimacy, conforming to the demands of their tenant firms is required of the incubators. Moreover, serving the overall IT industry and regional development policies and making their objectives consistent with that of the MSC Program are important. As these steps are achieved, the incubators continue to contribute to the institutionalising of the MSC Program. Furthermore, perhaps to overcome the limitations of this underdevelopment of the cluster area, in that the closed linked is yet to be fully developed, the incubators serve as aggregators/brokers of networks to their tenant firms (network theory, see Hansen et al., 2000). Therefore, on the whole, transaction costs economics, network theory and institutionalisation are three important constructs in support of incubator and cluster development in emerging regions.

After ten years of operation, their incubating services have turned into systems that closely resemble that of their stated objectives. Collectively, this transformation enables them as a group, to move closer towards contributing directly to the MSC initiatives, that is, to develop a community of IT firms and support the development of the region. Such processes reflect the incremental evolution and the support provided by the incubators towards the planned development of an efficient and effective innovation system within the MSC region. Thus, the contributions of effective incubators towards the industry and development of the MSC region require time and resources. Their developmental trajectory seems to follow the life-cycle of their respective corporate units. That is, as the corporate units reach stability in their operations, the development of their incubators follows. This development is also influenced by the industrial policy under which they operate as well as by the level of maturity of their targeted entrepreneur groups. As the MSC Program matures into its second and final phase of implementation (by the end of 2008), it appears that the corporate units, as well as the incubator operations, have further advanced towards achieving their stated objectives.

This incremental development process supports Venkataraman (2003) and Saxenian’s (1994) arguments that while sites can be designated and buildings can be quickly constructed, a longer period is needed to develop the important soft components, such as the relationships and the networks between people, and, more important, the development of knowledge components necessary within a particular region (Asheim & Coenen, 2005; Abetti, 2004). Moreover, in promoting the growth of a region, the development of the managerial capabilities of businesses is necessary (Teece, 2007). In this regard, as the incubator business reaches maturity, and while their business environment continues to be volatile, the incubator’s management capabilities need to be continuously enhanced. This enhancement would help to sustain the growth and the profitability of the incubators.

The next question then is whether the current incremental development of its innovation system is appropriate or whether Malaysia needs a more aggressive catch up strategy to enable it to achieve its desired developed status in the next 10 years. This question is an important concern as the overall contribution of the MSC Program to economic development is still minimal. Addressing this question however, is beyond the scope of this research. Additionally, the countries that Malaysia is trying to emulate and the overall global business environment have experienced rapid development in the last 10 years. The process can, perhaps, be accelerated by hiring more local and foreign experts within the country and by expediting research within local institutions and their transfers to the industry (Nelson, 2007). Research that focuses on accelerating this catch up process, such as venture capital management and technology transfer activities, are important considerations for future research and the development of a comprehensive regional and national innovation policy. The most important precondition, however, is to consider the desired outcomes against the current strategies and situations.
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ABSTRACT

This study explores the underlying dynamics of motivation for women entrepreneurs in Saudi Arabia and Bahrain, using t-test and ANOVA analyses. Various distinct motivational factors were found in both countries. Self-achievement was the most prominent factor motivating Saudi women to start their own businesses. However, for Bahraini women, the profit motive was the most prominent motivational factor.
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INTRODUCTION

The global outlook for female entrepreneurs has never been more encouraging (Riebe, 2003). Globally, 1 in 10 women is self-employed, and it is estimated that women own and manage up to one-third of all businesses in developed countries. Nelton (1998) regarded this growth of female entrepreneurship since the 1970s, from 5% to 38% in 30 years (Hisrich, Brush, Good, & De Souza, 1997), as one of the most significant, yet quietest, revolutions of our time.

It is evident that the activity of female entrepreneurs is making a distinct difference in their communities and economies, in both developed and developing countries. However, despite the growing number of female entrepreneurs, Starr and Yudkin (1996) state that little is known about women entrepreneurs’ business practices, their survival and growth strategies, and their perceptions of their entrepreneurial careers. This is also the case in Saudi Arabia, Bahrain and most Middle Eastern countries. There are limited published studies that explore business start-up motivations among women.

Despite the extent of female entrepreneurs’ involvement in new business formation, the economic impact of women-led businesses has been downplayed (Carter, Brush, Gatewood, Greene, & Hart, 2002). Henry (2002) states that female entrepreneurship is an under-researched area with tremendous economic potential and requires special attention.

Although the number of Saudi businesswomen is not that high as compared to businessmen, women have approximately SR 90 billion in untapped resources in bank accounts (Sidiya & Al-Jassem, 2010).

This study focuses on the reasons why Saudi and Bahraini women choose to start their own businesses. A questionnaire was adopted from a survey on women entrepreneurs in the project “Women in Business and in Decision-Making” in Europe (2004). The main aim of this European survey was to identify the problems that prevent women entrepreneurs from participating in economic decision-making processes in the European countries (www.eurochambres.be).

This paper begins with a review of the literature from both empirical and theoretical perspectives. Then, three research hypotheses are formulated and tested on a sample of Saudi and Bahraini businesswomen and businessmen. The methodology and results of this study are broken down into two parts: Saudi businesswomen and Bahraini businesswomen, followed by limitations and recommendations.

LITERATURE REVIEW

Women in Business

Many women worldwide are entrepreneurs. However, the global impact of female entrepreneurs is only now beginning to gain intensity. The number of female business owners continues to increase steadily worldwide, and women in advanced market economies own more than 25% of all businesses [National Foundation of Women Business Owners (NFWBO), 1998]. Women-owned businesses in Africa, Asia, Eastern Europe, and Latin America are also growing rapidly [Organisation for Economic Co-Operation and Development (OECD), 1998]. For example, women produce more than 80% of the food for sub-Saharan Africa, 50%–60% for Asia, 26% for the Caribbean, 34% for North Africa and the Middle East, and more than 30% for Latin America. In the U.S., one out of every four company workers is employed by a woman-owned firm, and in the U.S. and Canada, the growth of women-owned firms outpaces overall business growth by approximately 2:1 (Kitching & Jackson, 2002). Similar findings are reported from Australia and parts of Asia, with more women establishing new small businesses than men and with lower failure rates. In some regions of the world, the transformation to a market economy threatens to increase gender inequality. Some of these changes are simply the legacy of a gender imbalance that existed prior to political and economic reforms, whereas other changes reflect a return to traditional norms and values that relegated women to a secondary position. As countries become more democratic, gender inequalities lessen, creating a more productive atmosphere for both sexes.

In a study of nurses who started their own businesses, Roggenkamp and White (1998) found that the desire for greater flexibility was a strong motivator to leave a traditional nursing setting and undertake an entrepreneurial venture. The researchers found that the factors in women’s decisions to start their own businesses included aligning with their values, regaining excitement, leadership, self-advancement, and fulfilling lifelong goals.

Dhaliwal and Kangis (2006) found that some women’s businesses were hobby related. These findings support Dhaliwal’s (1998) suggestion that many women choose roles as entrepreneurs as an extension of the roles associated with being Asian women or wives. Most of the women had family members in business and relied on private and family funds to develop their businesses.

Motivations for Start-ups

Entrepreneurs’ personal motivations for initiating start-up activities have received significant attention in the entrepreneurial literature (Carter, 2000a; 2000b) and are among the key components for entrepreneurial success (Timmons & Spinelli, 2003). The literature reveals various “push” and “pull” factors as motivators for business start-ups (Alstete, 2003) or, alternatively, negative and positive factors, as discussed by Deakins and Whittam (2000). The “push” (or negative) factors are associated with the necessities that force a woman into pursuing her business plan. These factors can include redundancy, unemployment, frustration with previous employment, the need to earn a reasonable living and the need for a flexible work schedule, reflecting the family caretaking role that is still expected from women (Alstete, 2003; Orhan & Scott, 2001). Similarly, Carter and Cannon (1988) found evidence of a “glass ceiling effect” that impedes executive women from reaching senior executive positions and thus pushes them from management positions into their own businesses. In fact, Catley and Hamilton (1998) state that self-employment was a last resort for some women involved in their study. Similarly, Deakins and Whittam (2000) emphasise that although becoming an entrepreneur is not a first choice in this situation, negative motivational factors are more important among entrepreneurs from certain social groups that may face discrimination, such as ethnic minority groups, younger age groups and women.

The “pull” (or positive) factors are those associated with factors of choice (Orhan & Scott, 2001) and entrepreneurial aspirations (Deakins & Whittam, 2000). These factors relate to independence, self-fulfilment, autonomy, self-achievement, being one’s own boss, using creative skills, doing enjoyable work, the entrepreneurial drive and the desire for wealth, social status and power (Alstete, 2003; Orhan & Scott, 2001). The need for independence and the challenge of business ownership are the most frequently cited ‘pull’ motivators for women entrepreneurs (Carter & Cannon, 1992). Furthermore, it has been suggested that women are motivated by the social contributions their business can make (Orhan & Scott, 2001). According to Still and Timms (2000a, 2000b), women start businesses with the objective of “making a difference.” Women are more client-focused than men, tend to operate ethically and make a social contribution in addition to pursuing economic motives. Rosa, Carter, and Hamilton (1996) add that women do not enter business for financial gain but to pursue intrinsic goals, such as independence and the flexibility to interface family and work commitments.

Exploratory research by Mcelwee and Riyami (2003) examined the motivation for women’s entrepreneurship in Oman and the barriers to women’s success. The most prominent factors that motivated women entrepreneurs were enjoyment, finance and job satisfaction. The study revealed that women tend to define success differently from men, and women’s motivation differs from the motivations of men. Women appear to be satisfied by micro-level entrepreneurial activities, aiming for stability rather than growth, and they generally have less access to external funding than men. Thus, women’s businesses tend to be concentrated in service sectors that usually require a small initial capital outlay and less technical knowledge.

A recent study by Naser, Mohammed and Nuseibeh (2009) identified factors that motivate women in the United Arab Emirates to become business entrepreneurs. This study indicated that financial support from the government (especially in the start-up phase), self-fulfillment, knowledge, skill, experience and spousal relationships were important factors in the development of women’s entrepreneurship.

Women in Business in Saudi Arabia

Data on the economic status of women in Saudi Arabia are inconsistent, but they suggest substantial economic involvement in the country. According to a study at King Abdulaziz University in Jeddah, Saudi women hold nearly 70% of the bank accounts in the Kingdom, with deposits worth SAR 62 billion. They hold 20% of corporate shares and own 15% of the private companies and 10% of the real estate sector (Abdul Ghafour, 2004). There are approximately 23,000 Saudi businesswomen (Alshemari, 2005).


Other studies report that Saudi women own 40% of the private wealth and approximately 15,000 commercial establishments, or 10% of private businesses, in Saudi Arabia (Doumato, 2003). The Saudi Arabian General Investment Authority (SAGIA) decided to offer its services to Saudi businesswomen and to establish a “one-stop” service centre for women only, staffed by professional female experts who could ensure privacy while providing fully services to both Saudi and foreign businesswomen intending to invest in the Kingdom. SAGIA was encouraged by the response of Saudi women, a large number of whom have applied for investment licenses (Ramady, 2005).

Recently, a landmark study conducted by Alturki and Braswell (2010) provided interesting information on Saudi women in business. According to this study, 87% of businesswomen in Saudi Arabia owned their businesses, and 78% owned their businesses completely. Of these business owners, 52% were sole owners, 42% had an additional male owner and 33% co-owned with a female relative. According to this study, few businesswomen are engaged in international business. Approximately 21.3% of registered businesswomen and 12.9% of unregistered businesswomen import goods and services, and 4.5% of registered and 1.6% of unregistered businesswomen are involved in both importing and exporting (Alturki & Braswell, 2010).

Women in Business in Bahrain

Having benefited from the significant opportunities for higher education provided by the government, Bahraini women account for a significant part of the country’s graduates. In 2001, Ms. Mona Al-Moayed was the first woman elected to the Bahrain Chamber of Commerce and Industry (BCCI). By 2003, the number of women members had reached 1,785, representing 15% of the BCCI’s membership. Seikaly (1994) found that women were convinced that the general employment policy of the government sector in Bahrain blocks the promotion of women, even when they are better qualified, more thoroughly trained and have more experience than men. Wilkinson’s (1996) study of UAE, Omani and Bahraini women in top management positions found that the challenges faced by these women included overt discrimination at work, cultural taboos, negative attitudes towards working women and a lack of confidence and trust in women managers.

Empirical evidence on Bahrain and Oman reported by Dechant and Al-Lamky (2005) found that pull factors, such as opportunity, the need for achievement, self-fulfillment and the desire to help others, motivated women to become entrepreneurs in most cases. Additionally, they confirmed that women tend to invest mainly in the services sector. The average size of Bahraini businesses run by women is small, and the number of personnel employed ranges between 2 and 60.

RESEARCH OBJECTIVES AND HYPOTHESIS

This study focuses on the reasons (motives) why Saudi and Bahraini women choose to start their own businesses. Motivations based on the opinions of both businesswomen and businessmen are presented. Then, the following hypotheses are tested:


H1:      There is a significant difference between the views of businesswomen and businessmen regarding the main motivational factor.

H2:      There are significant differences in motivational factors among businesswomen across Saudi Arabia and Bahrain.

H3:      There is a significant impact of age when starting a business on the motivational factors for women.



METHODOLOGY

The questionnaire was modified from a survey on women entrepreneurs in the European project “Women in Business and in Decision-Making” (2004), as mentioned in the first part of the paper. The survey used a five-point Likert scale to record the respondent’s agreement or disagreement with the statements. Each survey was followed by demographical questions to assist with the analysis. The participants included 330 women entrepreneurs, out of a total of 700 contacted (a response rate of 47%). The questionnaire was translated into the Arabic language and verified using back translation, parallel translation and decentring techniques to identify errors in back translation (the questionnaire was translated from English language to Arabic language, and then a second party translated it back into the original). This process helped to identify misinterpretations and misunderstandings before they reached the public. Because back translation may not be accurate due to idioms in both languages, parallel and decentering translation techniques were also used. In this process, more than two translators (different each time) were used for the back translation. The results were compared, the differences were discussed, and the most appropriate translation was selected for a pilot test. The pilot test validated the translation techniques adopted (Cateora, Gilly & Graham, 2009). The sample consisted of Saudi-owned SMEs and Bahraini-owned SMEs. Samples of 330 in Saudi Arabia and 80 in Bahrain were considered adequate to measure the characteristics of the population. Because neither kingdom has a research culture, the sample sizes were justified for further processing. Because the sample size was also in line with the convenience sampling procedure described by Zikmund (2004) and Kumar, Aakar and Day (2009). These authors agree that the sample size depends on the number of people willing and available for questioning, and the size should be convenient, economical and relatively easy to approach. No specific sample size range is recommended by the writers to make inferences about the population.

Sample and Data Collection in Saudi Arabia

Two methods were followed to collect the data:


	Administering an online survey: the received responses were sent directly to the web server of King Fahd University of Petroleum & Minerals. An e-mail was sent to approximately 300 businesswomen and businessmen requesting their participation in the survey. The mailing list was provided by a Saudi businesswoman at the Dammam Chamber of Commerce.

	Drop-off and pick-up method: two sets of the questionnaire were delivered to both the businesswomen’s centre and the businessmen’s centre in the Chamber of Commerce in the Eastern Province, requesting the participation of 200 businesswomen and 200 businessmen. All valid responses that were used for further processing are shown in Table 1.


Table 1Data collection in Saudi Arabia



	
	Businesswomen

	Businessmen

	Total




	Drop-off and pick-up method
	52

	56

	108




	Online survey method
	113

	109

	222




	Total
	165

	165

	330




The sample size was appreciably smaller before reaching the 165–165 sample size balance between businesswomen and businessmen. To achieve the 165–165 balance, another round of data collection was conducted using the two above-mentioned data collection methods.

Reliability and normality tests

After the data were uploaded with SPSS software, the reliability of the data was tested and found to have a Cronbach’s alpha of 0.879. This test indicated that if the survey was conducted 100 times in Saudi Arabia, the researchers would receive the same results 88% of the time.

Sample and Data Collection in Bahrain

The data were collected with the help of the Bahrain Women’s Society. The total number of women-owned businesses that agreed to participate was 80 out of 170 (a response rate of 47%). A total of two rounds were attempted. Before reaching the 40–40 sample size balance between businesswomen and businessmen, the sample size in the first round was 35 women and 30 men. To achieve the 40–40 sample size balance, a second round of data collection was conducted using the above two data collection methods. Table 2 shows the two collection methods.


Table 2Data collection in Bahrain



	
	Businesswomen

	Businessmen

	Total




	Drop-off and pick-up method
	10

	12

	22




	Online survey method
	30

	28

	58




	Total
	40

	40

	80




Reliabiity and normality tests

After the data were uploaded in SPSS software, the reliability of the data was tested and found to be 0.858.

Analysis and Results in Saudi Arabia and in Bahrain

Techniques

The descriptive statistics, t-test and ANOVA were used for the analysis. Descriptive statistics (mean computation and comparison) were used to determine the start-up motivation among women entrepreneurs in Saudi Arabia and Bahrain.

The t-test was used to measure the significance of the difference in means for the main motivation factor for Saudi and Bahraini businesswomen according to businesswomen and businessmen. The ANOVA test was used to examine the significant difference of some demographical data in the motivation factors for businesswomen.


Descriptive statistics

Table 3 summarises the output of the descriptive statistics, in which the means were compared to determine the business start-up motivation and the main barriers facing women entrepreneurs in Saudi Arabia and Bahrain.

In Saudi Arabia, both businessmen and businesswomen agreed that self-achievement was the most important motivating factor for Saudi women’s business start-ups. In Bahrain, the main motivating factor was the profit motive, according to businesswomen.


Table 3Comparative results of the descriptive statistics (m = mean value)



	Bahrain
	Saudi Arabia



	The main motivation factors for business start-ups from Bahraini businesswomen’s point of view are (1) profit motive (m = 1.40); (2) working independently (m = 1.60); (3) control and freedom for decision making (m = 1.65); and (4) social status (m = 1.70).
	The main motivation factors for business start-ups from Saudi businesswomen’s point of view are (1) self-achievement (m = 1.36); (2) working independently (m = 1.61); (3) self-confidence (m = 1.62); and (4) profit motive (m = 1.69).



	The main motivation factors for business start-ups from Bahraini businessmen’s point of view are (1) self-confidence (m = 1.58); (2) self-achievement (m = 1.80); (3) profit motive (m = 1.83); and (4) control and freedom for decision making (m = 1.90).
	The main motivation factors for business start-ups from Saudi businessmen’s point of view are (1) self-achievement (m = 1.85); (2) profit motive (m = 1.85); (3) lack of jobs in public sector (m = 1.93); and (4) self-confidence (m = 1.94).



Independent samples test

The t-test was used to measure the significance of the difference in means for the main motivation factor for Saudi and Bahraini businesswomen according to businesswomen and businessmen.

In Saudi Arabia, the profit motive and control and freedom for decision making had no statistically significant differences between the means for businessmen and businesswomen (p > 0.05), as shown in Table 4. The self-achievement, working independently, social status and self-confidence motives are shown a statistically significant difference when the means of businessmen and businesswomen were compared (p < 0.05). Therefore, the null hypothesis is accepted, and the following hypothesis is rejected.


H1:      There is a significant difference between the views of businesswomen and businessmen regarding the main motivation factor, which is self-achievement (t = 5.718, p = 0.000 < 0.05) in Saudi Arabia and profit (t = 2.342, p = 0.022 < 0.05) in Bahrain. Therefore, this test reveals that self-achievement is a significant factor that motivates businesswomen in Saudi Arabia, but not in Bahrain (p = 0.294 > 0.05), as shown in Table 4. However, the profit motive is a significant factor that motivates businesswomen in Bahrain, but not in Saudi Arabia (p = 0.074 > 0.05).

H2:      There is a significant difference in motivation factors among businesswomen across Saudi Arabia and Bahrain. The null hypothesis is rejected, and the hypothesis is accepted. The difference in motivational factors is significant among businessmen and businesswomen across Saudi Arabia and Bahrain.



Table 4Independent samples test (t-test for equality of means)
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Analysis of variance (ANOVA)

To examine the significant difference in the demographic data on the age when starting a business for motivation factors for women, a one-way ANOVA test was applied.

From the SPSS output for the ANOVA test in Table 5, it is clear that the p for Saudi Arabia are greater than 0.05. Therefore, the null hypothesis is accepted, and the following hypothesis is rejected.


H3:      There is a significant impact of age when starting a business on the motivation factors for Saudi women. Therefore, this test reveals that the age for starting a business is 20–30 years old. However, there is no significant impact of women’s age when starting a business on the motivation factors for Bahraini women because some p are less than 0.05, as shown in Table 5.



Table 5ANOVA test
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Implications for Academia, Regulatory Bodies and Industry

The case of Saudi businesswomen

The study helps to identify the factors that motivate Saudi businesswomen to start and operate businesses of their own. This research can be useful for examining issues related to women’s participation in entrepreneurship. Governmental bodies, chambers of commerce and industries may find these results helpful when developing appropriate rules, regulations, and strategies in connection with women’s participation in business. As noted in the literature search, women’s participation as entrepreneurs is crucial for improving the economy and the social life of any country.

The results of this study reveal a need to understand the main motivational factors for Saudi businesswomen’s success in the business world.

This study contributes to enhancing the responsibility of business entrepreneurs in creating new jobs through Small and Medium-sized Enterprises (SMEs). Businesswomen have a responsibility to upgrade not only their own skills in business management but also the skills of their respective workforce.

Many businesswomen refused to complete the questionnaire simply because they were not registered with the government. They were reluctant to involve a mandatory third party, known as a muaqqib or a male manager, to handle their affairs and to intercede on their behalf. However, most businesswomen were able to utilise their relative services to resolve this issue internally. A number of ambiguous regulations seem to exist for the licensing of business activities. Some of these activities relate to varied regulatory bodies, increasing the difficulty for businesswomen to liaison with various governmental departments. It is also important to note that Saudi businesswomen face a lack of informational support. Most Saudi women dislike the lengthy amount of time needed to process their registration with governmental departments. As a result, they remain unregistered and unlicensed, resulting in missed opportunities in the business world.

The case of businesswomen in Bahrain

The profit motive and self-achievement are the most important factors motivating Bahraini women’s business start-ups.


LIMITATIONS OF THE STUDY

Both kingdoms lack a comprehensive research culture, rendering any efforts to study business issues concerning women entrepreneurs extremely difficult. It is next to impossible to contact Saudi businesswomen, even through the offices of the Chambers of Commerce. The Bahraini Women’s Society is somewhat liberal, but is not particularly responsive. The researchers were able to contact businesswomen only through the most arduous of efforts, by creating contacts through the business centres at the Chambers of Commerce and the Bahraini Women’s Society and through e-mail.

Some businesswomen were unfortunately unaware of the importance of research work and were reluctant to cooperate when asked to participate in the questionnaire. Most businesswomen were also sensitive about revealing their email contact information. Consequently, many preferred not to respond via e-mail.

Despite the fact that Cronbach’s alpha provided sufficient results to lend the needed validity to our research, the sample cannot be considered a total and complete representation of the subject matter. The study utilised a sample population from the Eastern Province and Manama. The sample population utilised for the Riyadh province and the Western Province was limited.

RECOMMENDATIONS

The following are recommendations for the industry sectors, government ministries and chambers of commerce to support and facilitate women’s entrepreneurship.


	Empower women-only sections of major governmental ministries. Devise implementation strategies for women’s transition into international trade.

	Appoint women as members of the Shoura Council so that the interests of businesswomen are protected.

	Allow businesswomen to travel freely without legal, social, or traditional restrictions.

	Improve governmental and societal encouragement of women’s participation in economic issues, nation building, innovation, and productivity.

	Ensure self-achievement for businesswomen by not requiring muaqqub male managers to serve as intercessors for women’s business interests. Ultimately, businesswomen are advised to enable themselves to think judiciously and plan prospectively. They should implement strategies efficiently and effectively as well as being objective evaluators. It is best to advance diplomatically, and women should not be discouraged by the prospect of failure. Multiple attempts that fail can eventually lead to success.


CONCLUSION

This study revealed that self-achievement was the most important motivating factor for Saudi businesswomen starting businesses. Saudi businesswomen are integral to the growth and expansion of entrepreneurship in the Kingdom. Government regulations must be revised to encourage greater involvement of women in businesses and in the work place. Although SMEs run by businesswomen do not require sophisticated technology or stylish marketing tools, the lack of this technology may deter their business efficiency.The profit motive and self-achievement are the most important factors that motivate Bahraini women to start businesses.

Few research studies of this type have been undertaken in the Middle East. In the United Arab Emirates, Naser, Mohammed and Nuseibeh conducted a study in 2009 to determine the factors that affect women entrepreneurs. Their findings are mentioned in the literature review section. However, this study is based on different premises and presents somewhat different viewpoints.
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ABSTRACT

Globalising forces have given rise to new relationships between organisations operating in Eastern and Western cultural contexts. Despite the rich opportunities presented by globalisation, the literature indicates that managers are challenged by the complexity of intercultural communication. This scholarly paper discusses some implications of analogue and digital mindsets for the managers of organisations in which effective intercultural communication across Eastern and Western contexts is crucial. We do so by adopting a multidisciplinary approach to the phenomenon and suggesting how managers may capitalise on knowledge related to analogue and digital mindsets to foster creative and holistic approaches to communication.
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INTRODUCTION

Globalisation has given rise to higher incidences of cross-border trade, the Internet, global investments and faster, cheaper travel. As a result, many organisations have been able to cultivate strategic international relationships with clients, investors and suppliers (Gupta & House, 2004; Rossen, Digh, Singer, & Phillips, 2000, p. 21; Stohl, 2001, p. 324, 365). For example, within the last two decades, the People’s Republic of China’s (hereafter PRC) flourishing market-based economy has generated new business relationships with not only its Japanese and Korean neighbours but also Western businesses (Chung, Eichenseher, & Taniguchi, 2008, p. 122). Such relationships span almost all known industries and major organisations, including Boeing, Northwest Airlines, United Airlines, Blue Point Capital, Lucent Technologies, GlaxoSmithKline in the U.K. and Motorola (Grage, 2004).


Both face-to-face and online communication have been influenced by the increasing cultural diversity of employee demographics and the increasing likelihood of interactions with other employees around the world. Investors can only hope that the intensification of strong partnerships between Western and Chinese organisations will improve upon what Beamer (1995, p. 143) has argued amounts to 200 years’ worth of business communication, which has traditionally been characterised by problems arising from mistrust. Given these circumstances, it is unsurprising to find that intercultural communication competence, defined as the extent to which individuals communicate in an effective and appropriate manner with those who are culturally dissimilar (Lustig & Koester, as cited in Penington & Wildermuth, 2005), is widely considered a key factor in the success of globalised workforces in the 21st century (Peng, 2006, p. 38). Researchers, managers and professional developers all have a stake in understanding the implications of communicating competently from social, cultural, psychological and linguistic perspectives (Peng, 2006, p. 38). Compelling evidence suggests that effectively managed intercultural communication is not only beneficial to organisations and their growth (Cacioppe, 1998, p. 44; Rossen et al., 2000, p. 25; Tung & Thomas, 2003, p. 116) but also critical to their very survival. However, the task is complex, and the implications are far reaching.

The literature suggests that there is hardly an area of organisational practice that is not influenced by culture and cultural beliefs, although many employees continue to assume that their co-workers share the same mindsets (see Fisher, 1996; Hayashi, 1994; Nisbett, 2003). How individuals envision their personal and organisational goals (Gardner, 1990, p. 11–22) and form judgments about risk taking, the wisest way to respond to power, who can or cannot be trusted and approaches to planning and timing are all governed by culture (Hofstede, 2001; Lewicki, Barry, & Saunders, 2007; Macduff, 2006, p. 32). Effective intercultural communication has also been associated with improved problem solving and decision making (Cacioppe, 1998, p. 44; Melkman & Trotman, 2005, p. 4; Rossen et al., 2000, p. 25; Tung & Thomas, 2003, p. 116). In addition, prior research (Chung et al., 2008, p. 121; Erdener, 1996) has revealed that business ethics (in terms of how concepts such as moral principle, equity, fairness and individual rights are understood) will also differ between the Confucian East and the West. The greater the cultural, psychological, economic and educational differences between the two regions, the more difficult successful communication is likely to be (Beamer, 1995, p. 141).

According to Beamer, intercultural communication errors are extremely costly to organisations (Beamer, 1995, p. 141). If cultural issues are poorly managed, the consequences include a demotivated staff and a diminished likelihood of forging vital international alliances (Hoecklin, as cited in De Anca & Vázquez, 2007, p. 84). Culture not only can give rise to conflicts with destructive outcomes for global and culturally diverse organisations but also influences the workers’ perceptions of the most appropriate way of resolving these conflicts (Ren & Grey, 2009). Although organisations acknowledge the value of developing cultural expertise to avoid the costs that mistakes in intercultural communication can generate, the literature suggests that too few managers have anything but the most rudimentary grasp of international and cultural issues (Parry & Proctor-Thompson, 2003; Suutari, 2002, p. 218–226). Thus, globalisation has intensified the need for business people to “become more knowledgeable about how people from different cultures can communicate effectively and appropriately with each other” (Peng, 2006, p. 38). Doing so is important to both Eastern and Western organisations and provides a clear rationale for continuing to explore how people can co-create meaning and understandings in intercultural spaces.

Analogue and digital conceptions have been described as fundamental differences in the way individuals see and understand the world (Blachowicz, 1997). Scholars commonly illustrate these two concepts by considering the displays of clocks or watches. An analogue clock indicates the time with hands that point to hours and minutes that move around a clock face on a continual basis such that one can read the time by observing the positions and relationship of the hands. Therefore, time is represented in a graphical form or what Mather (2006, p. 20) refers to as a “pictorial representation”. Paivio (1986, p. 16) also described analogue representations as being “picture-like” in much the same way that “photographs, drawings, maps and diagrams” are. It is undoubtedly this quality that leads Watzlawick, Beavin and Jackson (1967) to consider them to be “self-explanatory” in nature. In contrast, a digital clock has numbers ranging from 0 to 9 that are coded to indicate the time. These numbers were described by Pavio (1986, p. 16) as “language-like”. According to Gregory (1994), analogue representations can be considered holistic and continuous whereas digital representations are more analytical, presumably because one needs to be able to interpret the spatial pattern between the two hands on the clock face to know what time it is at any given time (Noma & Crossman, 2010). This paper discusses the conceptualisation of analogue and digital mindsets and the potential implications for intercultural communication. We make specific references to organisations in which high levels of interaction are required between Eastern and Western workers and executives.

MULTIDISCIPLINARY CONCEPTIONS OF ANALOGUE AND DIGITAL MODES OF PERCEPTION

The title of this paper refers to analogue and digital “mindsets” because of the work of Fisher (1996). Fisher (1996) argues that mindsets represent cultural differences in the way individuals understand the world whereas Senge (1990) refers to individual differences in the ways people perceive the world as mental models. However, both mental models and mindsets refer to mechanisms that are used to understand and respond to the world and the particular situations that occur (Senge, 1990, p. 164). Fisher’s (1996) conceptualisation of the mindset states that it consciously and unconsciously determines the phenomena (particularly cultures) that individuals will attend to and the phenomena that individuals are more likely to ignore or overlook (Fisher, 1996; Hall, 1976; 1983; 1998; Nisbett, 2003; Nisbett & Miyamoto, 2005). Thus, although the functional aspects of perception and cognition operate in the same way amongst human beings, mindsets will not necessarily be consistent across cultures (Fisher, 1996; Nisbett, 2003). Therefore, one function of culture appears to involve the framing of perceptions and cognition in particular ways that will differ across cultures (Fisher, 1996; Hall, 1976; 1983; 1998; Nisbett, 2003; Nisbett & Miyamoto, 2005).

A number of disciplines, including psychology, philosophy (Blachowicz, 1997), neurophysiology, communication and linguistics, have examined how people interpret the world through analogue and digital representations, though scholars have not consistently adopted the terminology ‘analogue’ and ‘digital’ (Noma & Crossman, 2010). Beamer (1995, p. 142) posited that, whereas psychology and linguistics scholars have been primarily interested in why and how communication generates meaning, philosophy scholars have attempted to ascertain what meaning is per se, and although many have connected meaning to language, it is generally accepted that “communication is more than simple equivalencies between word and thing” (Beamer, 1995, p. 142).

How people communicate across cultures is arguably affected by analogue and digital mindsets, which Paivio (1986, p. 58) maintains incorporate the functioning of the five senses into perception. Analogue and digital mindsets also play a part in understanding how individuals perceive situations from an emotional or subjective standpoint. For example, analogue representations help individuals to appreciate gradations in emotions (Shore, 1996, p. 274) because these representations rely on “direct sensory experiences” that are perceived holistically (Hayashi, 1994, p. 82; Hayashi & Jolley, 2002, p. 180). In this manner, people develop an intuitive feel for reality (Hayashi, 1994, p. 82) in ways that cannot be understood if phenomena are represented in a digital mode (Noma & Crossman, 2010). In contrast, digital representations are concerned with creating boundaries, being systematic and “generating categories” (Shore, 1996, p. 274). Additionally, digital representations are related to matters of accuracy (Blachowicz, 1997), logicality, complexity and abstraction (Watzlawick et al., 1967).

Within the field of neurophysiology, dual knowledge theory also suggests that these two contrasting ways of processing and organising information are understood as integrated but distinguishable realities within the hemispheres of the brain (Edwards, 1979). The theory refers to “apprehension” and “comprehension” (Kolb, 1984, p. 48). Apprehension is associated with empirically based perceptions and cognition involving pattern formation and the grouping of phenomena, which are governed by the right hemisphere; in constrast, comprehension is associated with the abstract, analytical and verbal understandings that are governed by the left hemisphere (Kolb, 1984, p. 48). Blachowicz (1997), Edwards (1979) and Kolb (1984) acknowledge that both forms of perception are equally necessary and evident to some extent in most forms of human activity. The analogue and digital mindsets within individuals appear to co-exist in complementary ways, even though one mindset may have a more dominant influence depending on one’s culture (Noma & Crossman, 2010).

More recent research is useful for considering the implications of analogue and digital mindsets, even though not all researchers use these terms, as previously indicated (Chua, Leu, & Nisbett, 2005; Masuda & Nisbett, 2006; Nisbett, 2003; Nisbett & Miyamoto, 2005; Norenzayan, Smith, Kim, & Nisbett, 2002). For example, Masuda and Nisbett (2006) found that Americans will notice changes in salient objects per se but that Japanese people tend to notice changes in the relationships between objects. A study by Chua et al. (2005) suggests that Americans are more likely to identify key individuals in events but that Chinese and Taiwanese people are drawn to observing events as a whole and paying attention to the emotions involved. Norenzayan et al. (2002, p. 654) noted that Chinese and Korean people tend to use an intuitive, experience-based, holistic cognitive system but that Americans adopt a more “formal”, rule-based, logical cognitive system. Noma and Crossman (2010) argued that the research findings along these lines appear to indicate that by paying attention to the context and relationships between objects, East Asian cultures seem demonstrate an analogue mindset. Furthermore, their concentration on salient objects, independent of their context, suggests a predisposition to digital mindsets. These ideas seem to resonate well with Fang’s (2010) observation that Western thoughts and management tend to have an “either-or” digital approach, which would not often apply to Asian contexts, where a “both-and” analogue approach would more likely explain the Asian mentality. Scholars have yet to demonstrate whether these broad assumptions are moderated by Chung et al.’s (2008, p. 123) postulations, which state that Confucian values vary in time and space in the way that they influence business practices. Additionally, Chung et al. claim that, as a result of the global capitalist economy, young, educated Chinese, Japanese and Korean individuals (presumably including executives) have gravitated towards Western models of business practice and therefore to Western ways of perceiving situations, to some extent. As a result of these differences, Meyer (2006) argued that the management theories developed in Western contexts will not always capture or explain issues in Asian contexts. The author further suggested that the research on management in Asian contexts should reflect Asian thought to develop theories that can apply to the local context.

“O-TYPE” AND “M-TYPE” ORGANISATIONS

By examining the organisational principles of multinational corporations over a period of twenty years, Hayashi (1994) drew upon analogue and digital mindsets to differentiate between “O (organic)-type” organisations and “M (mechanistic)-type” organisations. According to Hayashi (1994), in “O-type” organisations, analogue information is more likely to be shared and to play a critical role within the organisation. Because employees tend to pay attention to all surrounding information in an analogue manner, these ways of perceiving are reminiscent of high-context communication, as theorised by Hall (1976; 1983). Hayashi (1994) also maintained that “M-type” organisations are more likely to focus on digital information in a manner similar to those operating in low-context cultures might. Specifically, in low-context cultures, information is communicated in explicit, verbal expressions; however, in high-context cultures, information is communicated indirectly (Hall, 1976; 1983). The implications for organisations and executives in the East and their communication with those in the West are significant. One example of how such differences may play out in a practical context is that in “O-type” organisations, job boundaries are quite blurred such that individuals can respond to tasks in a fairly flexible manner (i.e., in a manner that they deem appropriate), largely because organisational members understand the context and share the analogue information in ways that would be difficult for those with a digital mindset to understand (Hayashi, 1994; Noma & Crossman, 2010). Such understandings about roles are quite different from those that occur in “M-type” organisations, where job descriptions are strictly determined in terms of contracts, rules and policies that are explicitly communicated (Noma & Crossman, 2010).

Hayashi (1994) also noted that Japanese expatriates who have analogue mindsets rely on social norms, experiences and knowledge that are inherently tacit. This information is not often explicitly stated and is not easy to communicate and transfer to local subordinates. Drawing upon the framework of knowledge transfer presented by Bhagat, Kedia, Harveston, and Triandis (2002), Peltokorpi (2006, p. 140) also maintained that “East Asians emphasize the significance of tacit knowledge” and that Westerners prefer “rational analysis based on codified written information.” Sharing and transferring tacit knowledge is problematic (Kogut & Zander, 1993) because such knowledge “is very difficult to articulate” (Nonaka & Takeuchi, 1995, p. 104) and “is important not because it cannot be articulated, but because it has not been articulated yet” (Shin, Holden, & Schmidt, 2001, p. 337). In the subsidiaries of multinational corporations, tacit knowledge may also present a challenge that expatriates are likely to face because if “knowledge is complex and difficult to codify, multinational corporations often send expatriates to perform key functions and train local employees” (Chang & Rosenzweig, 1995). In contrast, explicit knowledge can be coded and transferred by documents and manuals (Kogut & Zander, 1993). Nonaka and Takeuchi (1995) further argued that the interactions between tacit and explicit knowledge can be key to the creative capabilities of organisations. Consequently, for managers who are operating in culturally diverse workforces and who are routinely involved in transnational assignments, it is also imperative to have the skills to achieve effective communication among people with different mindsets and to capitalise on the potential for diversity to enhance the company’s competitive advantage (Nonaka & Takeuchi, 1995).

Chang and Rosenzweig (1995) argued that the tendency to rely on documents and manuals rather than, for example, side-by-side training sometimes impedes effective communication and knowledge transfer in a subsidiary of a multinational corporation. This argument implies that a digital way of communication does not always work efficiently and that an analogue mode may be more suitable for certain tasks. More likely, a balanced response to organisational learning between analogue and digital approaches is advisable, given that the cultural profiles among employees vary. Noma and Crossman (2010) have also drawn attention to Spence’s (1973, p. 481, p. 484) observation that in an analogue mode of communication, what someone does is perceived to be much more relevant than what he or she says or writes, but in digital modes of communication, the latter is more relevant. Imagine the complexity of intercultural communication if someone with a digital mindset works in an “O-type” organisation in which analogue information is a vital aspect of decision making and in which some concepts are considered to be shared but nevertheless inexpressible and difficult to quantify (Spence, 1973, p. 482).

In global and diverse organisations in which employees from Western and Eastern cultures will need to communicate effectively with one another, there are clear challenges in the form of paradigmic differences or what Hidashi (2004, p. 2) refers to as “mental programming” in analogue and digital mindsets. The transfer of information from an analogue to a digital mode could prove to be difficult, if not impossible (Hayashi, 1994; Hayashi & Fukushima, 2003; Hidashi, 2004; Spence, 1973; Watzlawick et al., 1967; Wilden, 1972). Even if an employee from ‘the East’ speaks in English to his or her colleagues from the United States, that person will still have an analogue mindset, which will differ from the digital mindset of a native English speaker (Hidashi, 2004). A study (Buckley, Carter, Clegg, & Tan, 2006) that investigated how knowledge is transferred in foreign multinational corporations within the PRC revealed that a common language is essential but not sufficient for effective communication and the transferring and sharing of knowledge in intercultural contexts. Rather, successful communication depends on whether communicators “share the internal, cognitive capabilities that translate the articulated messages into the intended meanings,” and according to the literature cited by Buckley et al. (2006, p. 49–51), those from the same national culture will tend to share tacitly understood knowledge for this reason. Nisbett (2003) also observed that the patterns of learning and thinking acquired through culture are unlikely to be changed.

SOME POSSIBLE ORGANISATIONAL RESPONSES TO ANALOGUE AND DIGITAL MINDSETS

As indicated earlier, Fisher (1996) suggests that mindsets affect not only what and how people communicate but also the pieces of information that they are likely to attend to and to ignore. With respect to intercultural communication, analogue and digital mindsets give rise to fundamental differences and ultimately, ineffective communication between individuals and groups (Hayashi, 1994; Hayashi & Fukushima, 2003; Hidashi, 2004). Hayashi (1994) argues that these communicative dilemmas are also apparent in organisations, particularly Japanese multinational corporations. In these contexts, although Japanese expatriates who have analogue mindsets will regard tacit knowledge of social norms, experiences and knowledge as crucial to their development within the company, this perspective cannot be easily communicated or developed amongst local, non-Japanese subordinates who have digital mindsets (Hayashi 1994). One potential consequence of this communication dynamic is that the local subordinates may perceive the communication and decision-making processes to be neither open nor clear within Japanese multinationals (Hayashi 1994) operating in cultural contexts in which the locals predominantly have digital mindsets. These differences in communication styles and approaches to obtaining information and knowledge could hinder not only effective communication but also trust building, which is correlated with open communication (Huang & Van de Vliert, 2006).

Nisbett (2003) suggests that it is difficult, if not impossible, to change the learning patterns and thinking styles that a person obtains through his or her culture. Even if people move to another country, they are likely to continue to see, think, communicate and learn as they did in their home country (Hayashi, 1994). Therefore, understanding how analogue and digital mindsets work in organisational contexts in which Easterners and Westerners are brought together is important in terms of communication. Furthermore, as suggested elsewhere (Noma & Crossman, 2010), the differences could enhance the effectiveness of the communication process and generate creativity in multicultural teams.


Chen’s (2002) description of a “paradoxical integration” appears to be more meaningful when addressing these two mindsets in an integrated or balanced manner rather than a mutually exclusive manner. The implications will certainly need to be considered when planning professional development workshops. In these types of fora, one may develop sensitivity to and an understanding of analogue and digital mindsets by asking employees to role play a mindset other than their own. For example, one may ask, “How might a person with a digital mindset think, frame or respond to this issue?” or “What would be the analogue approach to this issue?” (Noma & Crossman, 2010). This type of activity may be undertaken by adopting a role-playing process somewhat similar to that suggested by De Bono (1986) in Six Thinking Hats except that the individuals in this context would use role play to consciously apply analogue or digital thinking to an issue or problem. Case studies that encourage individuals to explore analogue and digital management approaches to problems are also likely to enhance creative and holistic thinking.

Noma and Crossman (2010) encourage managers to consider the possible outcomes of applying one mindset to a problem more strongly than another. Additionally, the researchers ask managers to consider how a particular interpersonal conflict could be connected to differences in the dominance of digital and analogue mindsets. As Noma and Crossman (2010) indicated, asking these types of questions leads to expansive responses to issues in respectful and inclusive ways that are more useful than bipolar conceptions of analogue and digital mindsets. According to Triandis (1995), cross-cultural training tends to be more effective if an individual has the opportunity to think and behave in ways that someone with an alternative mindset might.

Practicing a type of behaviour is more likely help modify the behaviour than simply appreciating how someone with an analogue or digital mindset may respond to a particular situation (Triandis, 1995). For this reason, it is worth undertaking an experiential approach that requires one to obtain practical experience in organisations in which the dominant approaches to communication, information and knowledge sharing and decision making are unlike an individual’s normal approach (in terms of analogue and digital mindsets). Appropriate support and clear direction (i.e., in terms of how such learning may be fostered by the host organisation) would quite obviously play an essential role in the success of this type of experience.

In addition to focusing on behaviour, Triandis (1995) also suggests that cross-cultural trainers encourage employees to consider the affective (i.e., in terms of exploring how individuals “feel” about the target culture and developing positive responses) and cognitive (i.e., in terms of develop “understanding” and “knowledge”) perspectives of analogue or digital mindsets. Adopting multiple approaches to professional development in analogue and digital mindsets not only in terms of the affective, cognitive and behavioural perspectives but also in terms of drawing on all senses in activities requiring individuals to consider information communicated in a visual (i.e., in terms of words or pictures), auditory or tactile manner may also capture the possibility that analogue and digital mindsets influence how people learn. Activities that respond to the senses in training settings would also operationalise Paivo’s (1986) work on the connections among the senses, perceptions and analogue and digital mindsets.

CONCLUSION

The positive outcomes of globalisation (in terms of generating new opportunities for international organisational relationships) are well documented, but any success will rely on effective intercultural communication amongst individuals and organisations because, as demonstrated in the introduction, the quality of intercultural communication influences almost all conceivable business activities. This paper argues that analogue and digital mindsets are strongly influenced by culture and are fundamental to the way people understand and perceive the world as well as communicate with one another. The literature suggests that differences between analogue and digital mindsets are observable among individuals from the East and the West. According to Hayashi (1995), analogue and digital mindsets can also be identified in relation to whole organisations as well as individuals. Within organic organisations, analogue information is likely to be shared, but in mechanistic organisations, information will tend to be communicated digitally. This paper suggests that in the context of Asian multinationals operating in countries such as Australia or New Zealand, some communication issues are likely to arise among individuals and organisations in which both analogue and digital mindsets exist. The real question for managers is as follows: how does one create an organisational culture in which these different mindsets can productively co-exist? In organisations in which the presence of analogue and digital mindsets is not understood, acknowledged and embraced, the potential contributions of individuals and improvements in organisational performance may go unnoticed and remain undeveloped.

Thus, cross-cultural training and professional development play a crucial role in reducing the possibility of miscommunication and, by extension, the possibility of conflict (Ting-Toomey & Oetzel, 2001). Although we suggested some ways through which professional developers might develop understandings and practical applications in relation to analogue and digital mindsets from the cognitive, affective and behavioural perspectives, almost no studies or empirical research appear to specifically focus on how managers and developers can address analogue and digital mindsets as a communication issue of great import to global organisations. Educators may bring techniques such as experiential forms of learning or draw on multiple ways of presenting training materials to account for varied learning styles, which are more likely to capture the different ways that those with analogue and digital mindsets may engage in learning. However, without empirical studies in professional development contexts, managers and developers must experiment with currently available methods. Additionally, trainers will need to draw upon their understanding of analogue and digital mindsets to develop specific materials and activities that focus on these mindsets rather than on facilitating intercultural communication in general. To our knowledge, no specific materials for this purpose have been developed, published or tested.

It is worth using case studies to facilitate both analogue and digital solutions to problems and to help people obtain practical experience in organisations in which the dominant approach to communication, information and knowledge sharing and decision making is unlike an individual’s normal approach (in terms of analogue and digital mindsets). Appreciating multiple perspectives in organisations in these ways is likely to enhance communication, develop creativity, improve competitiveness in the market and ultimately lead to more sustainable global relationships. However, the process would not require one to change his or her personal mindsets from analogue to digital or vice versa. Rather, the process would cause one to appreciate diversity in this regard and to learn how to use strategies that could capitalise upon this diversity.

Developing strategies, materials and activities that can be used to educational and training contexts will also be more deeply informed by wider empirical research on the construct of analogue and digital mindsets. In other words, a shift needs to occur from the publication of conceptual papers (like this one) to the publication of those that report empirical findings that rigorously test hypotheses that are implicitly raised, for example, in Hiyashi’s (1994) work. Future research would also be most beneficial if it builds on the existing psychological, neuroscientific, linguistic and philosophical literature and considers analogue and digital mindsets through the lens of management and applied communication disciplines. Future studies should focus on the practical implications of analogue and digital mindsets in the contexts of, for example, intercultural teams, decision making, creativity in organisations and problem solving.

Moreover, the role and impact of national cultures in relation to analogue and digital mindsets have tended to be concerned with Japanese and Western companies (Yoo & Torrey, 2002, p. 422) rather than companies from other Asian countries. Despite some similarities in the cultural constructs applied to the East and the West, we cannot assume that the literature that confines itself to Japanese cultural contexts will be applicable in the same way to other national cultures in the Asia-Pacific region.

The conceptual development of analogue and digital mindsets has drawn upon multiple disciplines, and the published literature has raised some compelling arguments that demand further attention from educators, trainers and managers. However, the promise of this line of enquiry for managers will likely never be realised without further empirical research testing the following: 1) the construct of analogue and digital mindsets, 2) applications to organisational communication contexts and practices and 3) the effectiveness of training, teaching and learning methods and materials.
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ABSTRACT

This paper is a critique of the approach in which the issue of accounting ethics and governance has been tackled through education. In light of the existence of the International Education Standard (IES) 4 specifically on ethics as the relevant framework developed by the International Federation of Accountants (IFAC), the discussion in this paper centres on the requirement of IES 4 and the manner it is suggested for implementation. Based on the ontological and epistemological reality of the world as reflected in science which also parallels religion and Eastern belief system, we are sceptical of the degree of representation of reality of the model of ethics and governance that is currently upheld by accounting curriculum designers. A framework on ethics education that is more holistic is proposed.
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INTRODUCTION

Ethics and governance are two issues that remain unresolved in the landscape of corporate accounting and global business. The fact that more cases of fraudulent accounting practices have surfaced following the Enron debacle, despite a more controlled regime of regulation, has exacerbated apprehension over the effectiveness of measures taken to address unethical behaviour among accountants.

This paper is a critique of the approach by which the issue of accounting ethics and governance has been tackled through education. In light of the existence of the International Education Standard (IES) 4, specifically with respect to ethics, as the relevant framework developed by the International Federation of Accountants (IFAC), the discussion in this paper centres on the requirement of IES 4 and the recommendations for implementation.

THE ROLE OF EDUCATION AS A MEANS TO INCULCATE ETHICS

Given the unparalleled volume of corporate scandals over the years, it is not surprising that the landscape of today’s corporate sphere features more formal and stricter codes of ethics and governance. Within the accountancy profession, in tandem with the more stringent regulatory rulings, IFAC has executed several strategic actions that contribute to combating accounting misdeeds. The role of education has also been rigorously emphasised to complement the imposition of more formal codes of behaviour.

For example, in 2003, IFAC issued the IES 4, effective in 2005, which identified the professional values, ethics and attitudes that professional accountants should acquire during the education programme leading to qualification. In addition to IES 4, IFAC also released the Code of Ethics for Professional Accountants in 2005, which was further revised in 2006 and 2010. This set of codes prescribes the fundamental principles that professional accountants must comply. To guide member bodies to implement the requirements of IES 4, IFAC released the “International Education Practice Statement (IEPS) 1: “Approaches to developing and maintaining professional values, ethics and attitudes” as its first education practice statement.

Concerned with the marred image of the profession and with conforming to the IFAC requirements, many professional accounting bodies have also responded by embarking on curriculum revisions on a more substantive scale. The subject of ethics and governance continues to take centre-stage in academia as well as a research theme at conferences, and in thesis writing and journal publications, thus adding to the already large body of literature on the matter.

THE NEED TO EXAMINE THE MOULD OF ETHICS AND GOVERNANCE

The role of accounting education has risen in importance as a means to inculcate good behaviour among accountants to complement the regulatory measures. This augurs well for the overall development of the profession. Nonetheless, based on our understanding of the ontological and epistemological reality of the world as reflected in science, which also parallels religion and Eastern belief system, we are sceptical that the model of ethics and governance currently upheld by accounting curriculum designers is realistic. Our contention stems from the manner in which ethics and governance education takes form, especially as reflected in the curriculum. A model can only work well when it represents reality. Otherwise, the inherent flaws will induce it to remain only as an academic exercise devoid of applicability that, if applied, will not result in the intended outcome.

Hence, we feel compelled in this article to share our stance on the need to question the current mould of ethics and governance vis-à-vis the human tradition. We posit that an ethics and governance education framework must be underpinned by a realistic representation of human reality. Ethics and governance must not be treated in silos, as if they are the same as other business functions.

We begin the discussion by revisiting the meaning of education. We next offer our perspective on what we believe the objectives of accounting ethics education should aim for, based on our understanding of the meaning of education, ethics, governance, and of being human. On the basis of our standpoint on the purpose of accounting ethics education, we propose a framework that is more holistic in its approach. This is because it captures the reality of the human as a sentient being with a spiritual existence, embedded in the physical form only for locomotive purposes. This view on human parallels the scientific definition by Tiller (2008).

PURPOSE OF EDUCATION

In this article, we contend that there must a real understanding of the higher purpose of education and subsequently of ethics and governance (hereafter referred to as ethics) education. The necessity to eliminate any confusion regarding to whom ethics education is targeted is equally pertinent. However, more importantly, there must be clarity of thought with regard to the construct of ethics and governance. It is only when the concept of ethics and governance is comprehended that a framework for ethics education that includes an appropriate statement of purpose can be formulated. Because the nature of ethics and governance is highly abstract, it is all the more necessary to thoroughly question the philosophy adopted as the foundational structure upon which an ethics curriculum is designed.

Regarding the purpose of education, Yero (2002) states that the term education, derived from the Latin e-ducere, means “to lead out”. In essence, it refers to the process of inducing the potential in a person to surface in order to face life. As such, it is not only about cognitive apprehension of concepts and development of skills but also about character building. Herbart (1804, 1806), as reported by Hilgenheger (1993), summed up the whole work of education in the concept of morality, which is about shaping the development of character with a view to the improvement of human. This concept of education as the imparting of knowledge with a moral purpose is also shared by modern-day educationists and philosophers, such as Dewey (2007), Piaget (1965), Palmer (2007) and Al-Attas (1990).

Critiquing the manner in which Harvard Business School’s curriculum was targeting excellence without soul, Piper, Gentile and Parks (1993) argued that it is only through an education that extends beyond the transfer of skills to become a moral endeavour that the issue of unethical behaviour among business leaders can be addressed. This is because this form of education would involve the generational transfer of a kind of wisdom regarding responsible moral commitment in complex contexts. Sternberg, Reznitskaya and Jarvin (2007) argue for education that promotes wisdom – not merely acquisition of knowledge. This is because what matters is not so much what the students know but how they use the knowledge. Maxwell (2007) is very much convinced that there is a need to extend academic inquiry beyond knowledge acquisition to include the promotion of wisdom. Wisdom is defined as the capacity to realise what is of value in life for oneself and others (and thus includes knowledge, know-how and understanding). To paraphrase Maxwell, education is not only concerned with what to know but also what to do in the ultimate journey to BE.

ROLE OF ACCOUNTING EDUCATION – IFAC’S PERSPECTIVE

The issue that needs to be established now is whether accounting education today is founded upon the premise of the desired model of education – one that emphasises character building apart from cognitive and technical competence.

Judging from the documentation of IES 4, we would conclude that IFAC does uphold a moral/ethics-centric philosophical basis of education. For, according to IES 4:


The program of professional accounting education should provide potential professional accountants with a framework of professional values, ethics and attitudes for exercising professional judgment and for acting in an ethical manner that is in the best interest of society and the profession (IFAC, 2003).



From the statement above, it can be implied that IFAC does consider the role of accounting education to be the platform to shape values, ethics and attitudes of professional accountants. IES 4 also explicitly states that its aim is “to ensure that candidates for membership of an IFAC body are equipped with the appropriate professional values, ethics and attitudes as professional accountants”. Towards achieving this end, IES 4 urges accounting educators and professional bodies to “treat professional values, ethics and attitudes in their own right within accounting education” and not “as peripheral”.

With such strong statements of commitment to professional values, ethics and attitudes of professional accountants, which IFAC appears to want to achieve through education, the principle that underpins the question of accounting education is now established. The signal is clear that character building is also a profound agenda in professional accounting education, apart from the imparting of technical knowledge and skills.

Given the appropriate basic premise upon which accounting education is founded, what remains to be answered is the manner in which the above educational philosophy is translated into modules of action: the presentation of objectives of ethics education in a more specific context; identification of the contents; and the delivery and assessment methods. As with any business venture or even a simple project, a programme of education with a well laid-out statement of intent will not reflect much if not executed accordingly. Vision and Mission Statements are meaningless if the essence is not lived. We analogise the issue of ethics education as being akin to composing a song for performance by an orchestra. Beautiful lyrics alone, which in this case refer to the statements of commitment in the IES 4, will not guarantee that the “ethics song” will turn out equally beautiful and enjoyable. The melody composed will be instrumental in making the music, where an ensemble of ascending and descending scales together create a harmonious balance. Next, the orchestra must play that music accordingly so that the rhythm is not “corrupted”. Finally, the singer must have good vocals to allow for a wondrous rendition to capture the character and essence of the song as earlier desired.

With respect to accounting ethics education, as argued previously, an unflawed worldview of ethics and governance among accountants, analogous to the melody for a beautiful music, is vital so that an appropriate ethics education curriculum model can be designed, whether in an academic or professional setting. However, like the orchestra, accounting educators and professional bodies must play their role, and ultimately, accountants must also internalise the song and actualise it in the intended manner.

We next briefly address the centrality of the human in the fabric of ethics and governance, followed by a discussion of the basis of the model of ethics education.


PURPOSE OF ACCOUNTING ETHICS EDUCATION – BRINGING BACK HUMAN TO CENTRALITY

In the preceding section, the recognition that education is about the process of imparting knowledge with a moral purpose was established. Even IES 4 captures this quintessence. On the basis of such consensus, it can be inferred that the focus of education is on the non-physical characteristic of the human being. The implication is that it is the spiritual aspect that needs further nurturing through continual education, accepting the notion that the human being is not a “finished product”. Thus, it is education that will shape the human being by bringing out the potential non-physical attribute that otherwise would remain latent and submerged. An effective education should, therefore, allow for the emergence of good traits, which in the realm of the accounting discipline would include professional values, ethics and attitudes.

In light of the acceptance of the fact that character building in education is about the development of the spiritual side of human beings rather than the mere physical aspects, an education framework that is especially concerned with building ethical character must highlight such intentions in an unambiguous manner. Clear objective statements will, in turn, lead to identification of appropriate content, delivery and assessment methods.

It is a fact that ethics and governance are constructs related to the non-physical aspect of human beings. A means by which to reach this internal dimension of human beings must be formulated if accounting educators and professional bodies are serious about building ethical individuals. However, we have yet to find an ethics and governance programme that explicitly states the fact that ethics is about the non-physical aspect of human beings.

The failure to bring human beings to centrality in ethics education, or for that matter in other fields of education, is a phenomenon needing urgent rectification. We believe that this glitch requires immediate remedy to avoid greatly contributing to the lack of effective character building of human professionals.

For ease of following our argument, we introduce another analogy regarding a work of art by an artist. Even before painting a piece of work, the artist has “painted the picture in his or her mind”. He or she would be able to explain clearly to everyone what the painting is about. But would those who listened be able to imagine the yet-to-be painted piece of artwork or appreciate the beauty of the painting?

The painting yet to be painted is analogous to the concept of ethics and governance. The painter represents the regulatory bodies and educators committed to helping professionals actualise ethical values and good governance in their professional duties. However, as long the canvas upon which the artist can “latch” his idea is absent, the piece of artwork will remain hidden in the artist’s mind. Those “interested” in the artwork, that is, the professional accountants, will not be able to appreciate the art piece and value it. Hence, the canvas for ethics and governance is needed in order for the intention of the regulators and professional accounting bodies to be actualised by professional accountants. If ethics and governance remain as concepts that professionals cannot relate to, then ethical behaviour will remain elusive. However, without that canvas, which is the “human”, a topic that has for years been overlooked when developing ethics and governance curriculum, translating the vision of ethics into a plan of action is not easy.

THE FLAW WITH EXTANT CURRICULUM

How many ethics curricula have ever mentioned that ethics and governance are human-based phenomena? Almost all course syllabi, however, stress the importance of the codes of ethics and corporate governance as the external rules compelling ethical behaviour. IES 4, for example, defines professional values, ethics and attitudes to “include a commitment to comply with the relevant local codes of ethics which should be in conformity with the IFAC Code of Ethics for Professional Accountants” (IFAC, 2003).

Highlighting the need for compliance while ignoring value-based internal motivation can lead to a culture of compliance with the letter rather than the spirit of the law. Pink (2010) cautions against relying on external motivation as a stimulus for good behaviour. External reward and punishment, according to him, can only induce a desired behaviour to a certain limit. What is more worrisome is that once the limit is reached, external motivation becomes detrimental, as it works against the intended outcome. The lessons from the imposition of the Sarbanes-Oxley Act should serve as a reminder of the need to go beyond compliance. King, as quoted by Malaysian Institute of Accountants (MIA) (2010), believes that the Act does not work because of mindless compliance. “What people with statutory compliance do is develop manuals to tick off compliance” (MIA, 2010, p. 20). Therefore, in the context of ethics and governance education, a curriculum centred on compliance to rules only as a motivation for behaviour will eventually fail in its purpose.

There are some programmes of study that do include a discussion on various theories of ethics, including Virtue Ethics. However, theories without a platform to practise can only remain a backdrop or prop to beautify the stage. The actors must be present. In order for ethics to exist, human beings must be made visible in the equation (relationship) between human (and community), human and the universe and human and the Transcendence. It is in relationship that ethics and governance become important. One is ethical only in relation to the other. Yet, this fundamental grounding of ethics and governance is not clearly defined in most ethics education curricula.

Let us now revisit the objective of ethics education.

Perhaps, the role of humans and the importance human relationships in this universe is taken for granted because we are human. However, do we really understand what it means to be human? Has the subject ever been raised throughout our lifetime of education? Or, perhaps, we may argue that it is not the domain of accountancy to include what it means to be human this challenge is better served in philosophy programmes. If such is the mindset, then we should only expect philosophers–not accounting professionals–to be ethical and exhibit good governance. It is unfathomable how the main player in the story of ethics and governance can be sent to the periphery, but indeed, that is the reality!

PURPOSE OF ACCOUNTING ETHICS EDUCATION – WHAT IT COULD BE

Our contention is that the function of ethics education is to facilitate discovery by the individual of what ethics means to the individual, the community, the world at large and the Transcendence. Because ethics and good governance are subjective constructs, the education of ethics, in our opinion, should revolve around accelerating self-discovery and building a strong foundational framework of ethics rather than only “teaching” what ethics is. An accountant’s function is not centred on knowing about ethics but instead about being ethical. Ethics is about how one performs the function.

Hence, the objective of ethics education would be about gaining insight for developing one’s own philosophy of and belief system about ethics, which can be a sustainable internal driver for one’s conduct over one’s lifetime. In essence, it is about establishing fundamental human values. Therefore, we strongly oppose the practice of presenting objectives of an ethics course in the form of observable and measurable learning outcomes. Ethics is about the manner by which an end or outcome is achieved, and this manner has meaning only to the individual. It is impossible to provide a standard operating procedure to make accountants ethical. While we accept the merit of an outcome-based learning approach for some technical and skill-based disciplines, we call for a re-thinking of the necessity to spell out the learning outcome for ethics in the same manner.


One’s values, ethical behaviour and attitudes are beyond prediction, regardless of one’s ability to achieve excellent performance in a typical cognitive examination setting. As an example, one may know all the theories on ethics yet remain unethical. Likewise, one may appear to behave ethically but not because one is ethical. This is because ethical conduct refers to real-life practices and not a positivist cause-effect model constructed upon non-realistic theoretical assumptions of command and control. One is presented by ethical challenges on a continual basis and only passes when one upholds basic human values in one’s daily activities. For instance, one must not only overcome the seduction of corruption but also avoid befriending others for the sole purpose of future benefits they might offer. One has to be ethical – not simply know about ethics and behave ethically.

In light of the subjectivity of the ethics construct, educators deep-rooted in the positivist tradition may find it challenging to accept the reality of ethics. We appreciate that the reductionist approach to measuring an outcome in a cause-effect relationship is a legacy of the long-held positivist paradigm in social science. Hence, a disinclination to abandon it is demonstrated. However, the reductionism ethos that bodes well in a conveyor-belt environment cannot be extended to ethics education, given that cognitive knowledge and evidence of understanding of the knowledge do not translate into good or ethical behaviour. Thus, we opine that it would suffice to indicate the objectives of the ethics course without drawing up a list of specific measurable learning outcomes.

On the other hand, we believe that the purpose of ethics education should not be presented at a macro level that creates detachment of the individual human’s responsibility as a human. Organisational behaviour is only a projection of human behaviour in the organisation, while human behaviour is a shadow of humanessence. Ethics is about the essence of human. Hence, the unit of analysis for ethics and governance in the accounting discipline is the human being, not the accounting professional associations human beings are affiliated with. A framework that de-humanises the individual human being in favour of “humanising” the professional entities instead will not promote accountability at the individual human-self level. While, as previously mentioned, ethics is about relationship, ethics is also about knowing who you are as a human being.

Otherwise, the meaning of being ethical cannot be arrived at. Perhaps, it is an unintended consequence of treating the corporation as a legal personality that has created a tendency to view organisations or professional associations as representing a collection of workers or individuals devoid of soul. Over time, the centrality of human is reduced to another object within the basket of resources subject to collective external rules and codes of conduct. The organisation or profession takes primacy such that emphasis has shifted towards the need to behave in accordance with the prescriptive codes and regulations of these organisations or professions. Compliance becomes the foundation to guide performance. It is out of alarm at the prolonged trend to debase the role of the human being that we implore a shift in focus of ethics education.

We thus propose that the objectives of a typical ethics course be designed along the following lines:


	To inculcate cognisance that ethical behaviour is a consequence of conscious action and not chance, and that an individual’s behaviour has implications for others

	To shape or reinforce the belief
(a)   in the need for accountants to be human beings who actualise rightness of actions and carry out their professional duties with conscionable conduct;

(b)   that ethical behaviour is internally driven by principles founded upon the axioms of human governance rather than rules;

(c)   that sustained ethical behaviour is expected of professional accountants as custodians of public interest


	To impart technical knowledge of the relevant codes and rules that accountants need to comply with as further guidance in performing their professional duties in the current financial environment



We believe that setting the objectives according to the above can yield a higher level of awareness of the responsibility and accountability of the individual accountant transcending the self. The oneness of the universe as a web of relationships founded upon the non-locality principle from the scientific perspective is also clearly reflected.

Oneness, or deep-level connectedness, as explained by Stapp (2008), entails that human choices, although personal in meaning, transcend the individual to have an ‘instantaneous effect’ with faraway entities the individual has interacted with at some time in the past. “Thus, according to the quantum conception of nature, the notion that any one of us is separate and distinct from the rest of us is an illusion based on misleading appearances. Recognition of this deep unity of nature makes rational the belief that to act against another is to act against oneself” (p. 12). As previously mentioned, the essence of the non-locality, or oneness, principle as depicted in science also forms the basis of Eastern religion and traditions. For instance, in highlighting the core of decision making based on Eastern religions and traditions, Tu (2001) points out the need for the individual to consider the impact of decision making on the self, the community, the universe and the Transcendence as a manifestation of oneness or Tianreheyi. Gu (2006) shows that Daoism also reflects the same principle of oneness through the Yi Jing tradition, while Capra (1992) explained the oneness principle in Buddhism through mutual dependence. In Islam, oneness, or al-Tawhid, is a fundamental principle that underpins the religion. It emphasises the connectedness and accountability of created beings to the Creator (Chittick & Murata, 2006). The principle of oneness is argued by Jacobsen (1996) as also being a feature in the Bhagavadgitā, a Hindu sacred text.

In addition to the profoundness of the principle of oneness in science, science also underscores the fact that human beings are value-laden and that subjectivity is the general state of the relationship between human beings (Stapp, 2008). With subjectivity being the characteristic of being human, an approach that stresses the need to conform to a worldview of an objective world with definitive rules influencing human behaviour, as if human beings are value-free, contradicts the subjectivity principles and ethos of human nature. Without wishing to shift the debate to this issue, it suffices to state that we implore accounting regulators to shift the focus of attention towards “being human” as the internal motivation and impetus for ethical conduct. Professional accountants are human, and this is sufficient reason for them to actualise ethical conduct and good governance. In other words, the quality of being human is the main source of authority for ethical behaviour. Being a professional accountant only enhances this source of authority further. By adopting such premise, not only is accounting ethics education bringing back the sanctity of being human but it also is espousing the true tenets of science.

ALTERNATIVE PATHS IN EMBEDDING ETHICS IN ACCOUNTING EDUCATION

Two issues seem to predominate interest on the implementation of ethics education: (a) whether ethics should be embedded throughout the curriculum, as opposed to a stand-alone course, and (b) what the subject matter should constitute.

On the first point, it is almost unanimous that ethics is regarded as of overriding importance such that it should be embedded throughout the curriculum. One only has to browse the curriculum of accounting undergraduate programmes to find evidence of this thinking. For example, in Malaysia, the Halatuju 2, the blueprint for accounting programmes offered at Malaysian public universities, also stresses this stance. While accepting this philosophy of ethics education, the literature is also replete with the contention that without the addition of a stand-alone course (notice the operative word, addition), the risk of the elements of ethics not being included at all in any course does have legitimacy. Hence, a special stand-alone, over-and-above (as in additional) the practice to embed ethics throughout the curriculum course on ethics-related subject matter is necessary. Such a course may function as a capstone course, where the essence of ethics can be synthesised. On the other end of the spectrum, a separate stand-alone ethics course might alternatively function as an introduction to the subject of ethics, preceding integration efforts throughout the curriculum.

While we are strong proponents of ethics-to-be-embedded-throughout-the-curriculum school of thought, we do not oppose additional stand-alone courses on ethics. We only wish to impress here that regardless of which school of thought one adheres to, the contents of the ethics module needs to be thought out thoroughly. Next, we will address the second point raised above, the subject matter content, a point that is at the heart of this article.

However, prior to that discussion, we wish to emphasise that we undertake this piece of work with the sole intention of documenting our point of view on the need for a more holistic approach to ethics education. It is not motivated by the continued unfolding of further unethical conduct by accountants since the issuance of IES 4. Our philosophy is underpinned by a strong conviction that any ethics education programme must meet the need to reinforce or shape good values, provide guidance on the governance of the human being and bring to light the rules relevant to a practising human accountant so that the commitment to be ethical is sustained. Ethics and governance are not only about reaching an end or achieving a predetermined outcome but rather the manner in which we reach the end.

THE CONTENTS OF EXTANT FRAMEWORK – OUR FINDINGS

In terms of the scope of coverage, IES 4 grants flexibility with respect to the contents, in terms of intention to imbue a culture of values, ethics and attitudes that will reflect the contextual setting of a jurisdiction. We very much subscribe to this philosophy of ethics education, which recognises the cultural influence on ethics and moral values.

With respect to the specific contents, IES 4 prescribes a list of topics that must be covered that should be observed by member bodies in any accounting ethics education programme. This 10-item list is regrouped in IEPS 1 into eight areas.

Although the coverage does include content knowledge of ethics theory and the link between theory and the necessity for accountants to observe professional benchmarks of ethical accounting practices, generally, it does appear as if it is more about a process to impress – if not sermonise on the blaze of legislative and regulative activities that have deluged the profession in reaction to the numerous corporate misdeeds – a superficial treatment of ethics. Being ethical is not about pretentious behaviour or compliance with rules. However, there is a glaring absence of the link between how ethics can influence accountants’ behaviour through human conscience and consciousness, that is, how accountants can be ethical because they are indeed ethical. Because ethics and morality cannot be regulated in the same manner that information disclosure requirements are, that is, through the establishment of written codes, we reiterate the need to include in the curriculum the role of the human being and the principles upon which human beings are to be governed.

THE PROPOSED MODEL – BASIS FOR SUGGESTION

Relating the Objective to the Human Accountants

As posited earlier, we believe that defining some specific objectives through the lens of a human being who is to perform the role as accountant might result in a better understanding of the commitment to public interest and sensitivity to social responsibilities. That accountants need to appreciate the bigger purpose in their professional lives rather than only self-interest or a professional vocational agenda is a philosophy that must be established.

Even prior to the recent global financial crisis, educators of several leading business schools had expressed concern over the exclusion of the bigger purpose of human life in the business ethics education curriculum [refer, for example, to Piper et. al (1993), Bennis & O’Toole (2006), Lewis (2006)]. The argument is that failure to draw students’ attention to such basic principles tends to encourage students to separate future professional life from their private space. This inhibits their ability to relate to the need to contribute and be accountable to society. Human well-being becomes a distant concept that may be perceived as unreal in the material fabric underpinned by profit maximisation. The fact that the cornerstone of the sub-prime mortgage crisis is greed-based only confirms the backlash of an education system devoid of the human essence.

Following the aftermath of the financial market catastrophe, and with business education qualifications being valued less than previously, many business school programmes are being redrafted. Even a new concept of management has been proposed by a group of prominent scholars in collaboration with business leaders (Hamel, 2009). The work of management is now perceived to serve a higher purpose. Maximising shareholder wealth is no longer viewed as adequate. “It’s an insufficient defence when people question the legitimacy of corporate power. And it’s not specific or compelling enough to spur renewal” (Hamel, 2009, p. 92). More phenomenal, however, is the call to reconstruct management’s philosophical foundations to imbue organisations with attributes that address the challenges and uncertainty of the new business world. Management scholars and practitioners are required to hunt “for new principles as diverse as anthropology, biology, … and theology” (Hamel, 2009, p. 93), in short, to actualise out-of-the-box thinking. There is also a call to shift from the norms of “efficiency”, “advantage”, and “value”, among others, as the business language to a language and practice of business that is human-focused to rouse human hearts and “create organisations that are almost human in their capacity to adapt, innovate and engage” (Hamel, 2009, p. 97). These necessary resolutions, unparalleled as they may be, have become the basis of a new paradigm of thinking on management and managing businesses (Birkinshaw, 2010).What is the implication of the new wave of management on accounting ethics education? Very simply, the mould of managing organisations whose arena becomes the playing field of accountants is changing. If managers are running organisations with a higher-order affective domain, factoring human well-being into the purpose for existence, why then do accountants want to remain superficial in terms of our core values?

What extent of greed do accountants wish to tolerate before re-educating potential accountants regarding their humanness. Being a professional does not equate creating a corporate persona detached from the human form. Ethical behaviour is about being human, not about the fictive secular being or the artificial person of a corporation. Ethics is human-centric. It creates the much needed trust to pursue living in a personal or professional capacity. Judt (2010), quoting Jane Jacobs, emphasised the potential chaotic and non-civil state of affairs of an otherwise well-run society as an inimical impact of the absence of trust. Trust, he quoted, cannot be institutionalised, and “once corroded, it is virtually impossible to restore” (Judt, 2010, p. 67). In view of the already smudged image of the accounting profession as a result of many accounting disgraces, steps to bring back ethical behaviour through being human are the only option.

To clarify our point, we quote Vardy (2003), who accentuates the distinction between ethics during antiquity and today’s post-modern era. The Greek philosophers, according to Vardy, considered the question ‘How shall we live?’ to be the most important one of all, as a consequence of being human. Nowadays, we are not only farther away from finding an answer but we have also forgotten the question. The irony is that there now exist numerous codes of ethics and conduct drawn up by many professional bodies to guide members to behave, unlike during Greek civilisation when the codes were unwritten.


The Contents – The Human Elements

The concern that the extant model of ethics education does not reflect the role of human being as the key player in manifesting ethical behaviour among accountants is the heart of our argument. We believe human governance that is the internal moral drive that should be the focus for good governance rather than an over-emphasis on the processes of corporate governance only (Salleh & Ahmad, 2008; 2009; 2010). Hence, in educating accountants to be ethical individuals, there is an unequivocal need to facilitate their realisation of the necessity to have a conscience of what is good and bad. From having a conscience, an individual then, according to Ouspensky (2008), exercises his or her consciousness, or acts to manifest ethical behaviour.

Conscience and consciousness are two core attributes of human beings. However, if the role of human beings in the network of relationship is not made a subject of discussion, knowledge of conscience and consciousness cannot be imparted. According to Stapp (2007, p. 6), “it is the revised understanding of the nature of human beings, and the causal role of human consciousness in the unfolding reality, that is, I believe, the most exciting thing about the new physics, and probably, in the final analysis, also the most important contribution of science to the well-being of our species”. We, therefore, view an ethics education framework with the human elements absent as offering an imbalanced representation of the reality of governing accountants as decision-making human beings. This missing link is the elemental bond that connects accountants to the professional community of other human beings within and outside the organisations they work – the environment and their transcendental accountability. Knowledge of the various rules of law imposed to reprimand unethical behaviour only helps to complete the picture. Moreover, although it can help build a mental image of the consequence of unethical behaviour, like other written codes of law, knowledge of enforcement severity can function only as a back-stop. Borrowing Ornstein’s (1991) argument, because human beings have changed the world so much, we as a society need to redirect our adaptation consciously back to “being human”, as sufficient reasoning for ethical behaviour.

The point we are making is that the need to embed content knowledge of what it means to be human in this universe (hence actualising accountability beyond the self) and the governance of human beings in decision making is critical.

As long as ethics is viewed as a consequence of the imposition of rules and governance as a process to keep the rules in place, the approach to facilitating the learning of ethics will remain confined to emphasising only the rules-based theoretical construct of ethics. Undoubtedly, the theoretical principles of ethics are provided. However, without providing guidance on how to realise ethical behaviour as a human being, actualisation of the principles is difficult to achieve. Therefore, it is imperative that in any ethics education initiative that the human professional must be exposed to the principles of ethics that a human must observe in relation to the decision-making process. An understanding of the human being’s internal governance structure for living ethically is essential.

We hope the justification for the need to bring back the centrality of human beings in the edifice of professional ethics among accountants thus far is sufficient to invite a re-thinking of the manner in which accounting ethics education has taken shape. At least for accountants in the Asia Pacific region, if not throughout the world, linking their private space to the professional sphere would not be too challenging given that many do subscribe to the oneness principle. At this juncture, we feel obliged to reiterate that our conviction on the profoundness of the role of human beings in the arena of ethics education is also well founded upon the reality of science, which also parallels Eastern religions and traditions.

The Proposed Model – The Framework

To any existing ethics education model, we propose two new topics to be added to the curriculum: (i) what it means to be human in the universe’s web of relationships, and (ii) values-based governance of the human being. In line with IFAC’s stance on the flexibility of local content, another new topic that might be considered would be with respect to areas of peculiarity in the financial and professional framework of a particular jurisdiction. We summarise the contents of the framework in Figure 1.
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Figure 1. Contents of new proposed accounting ethics education model



The two components relating to human beings are captured in the first circle forming the foundational human values essential for ethical behaviour. The introduction of the role of the human being should lead to a better understanding of the fundamental canon of the wholeness and oneness of the universe, which is, in turn, useful in other areas of accounting and management functions. The second circle covers the relevant theories of ethics, while the subsequent one provides the details of the relevant rules and codes that accountants need to comply with. With the basic core values and belief system shaped, coverage of the relevant theories of ethics and existing rules and codes of conduct becomes useful to complement the internal principles guiding professional accountants as human beings. The requirements of the profession merely set the boundaries upon which human accountants should not over-tread, rather than function as the core motivator for good conduct. An individual accountant will subscribe to good behaviour out of the desire to live according to his or her humanness rather than out of an obligation to conform to rules. The final and outermost circle that envelops the circles of foundational value, relevant theories, and rules, represents any other legal requirements peculiar to the local setting where the accountant will practice.

We next examine some theoretical underpinnings of ethics in established disciplines that parallel accounting ethics education. Based on the similarities between the role of teachers and accountants – in that teachers also cannot compromise on their ethical values because they not only impact but also shape society at large – we make reference to teacher education. Nash (1991) contends that educators need to be appropriately educated in ethics to perform their teaching tasks professionally. Nash argues that ethics courses in education that emphasise rules and relevant principles only approach resolution of ethical dilemmas and are incomplete and non-comprehensive, based on accepted theoretical constructs of ethics, he proposed the inclusion of character structure and beliefs/ideals that otherwise tend to be ignored. Nash further asserts that every applied ethics course should include rigorous preparation to balance all three approaches if teachers are to appreciate fully the complexity of ethical decision-making.

Compared to our proposed framework of ethics education, the first circle encompasses the beliefs/ideals and character structure of the three conceptions that Nash referred to. Ethics principles and rules are captured in our second and third circles, respectively. Therefore, we take comfort that our proposed framework not only meets the scientific premise of reality, which also parallels religion and Eastern belief systems, but it also supports the applied ethics theoretical construction. In addition, it also allows for cultural aspects peculiar to a jurisdiction to be included.


CONCLUSION

In this final section, we recap our salient finding that based on the statement by IFAC, as contained in IES 4, accounting education is founded upon the correct purpose of education – imparting relevant knowledge and technical competence with a moral purpose of shaping good character.

However, manifestation of this underpinning was found lacking in the manner by which ethics education is documented and implemented. An extant framework suggests a flawed positivist worldview of reality strongly entrenched in the outdated classical-science school of thought of the command-control regime of human behaviour, motivated by external rules devoid of the fundamental of the oneness principle. Even during Antiquity, Aristotle, in his “Ethics: Book Ten”, articulated principle-based virtue ethics. Rules to him are meant more for those who only obey necessity and compulsion rather than argument and ideals. Hence, in this article, we provide a more holistic framework of accounting ethics education that not only meets the scientific verity of reality, Eastern religion, belief systems and traditions but also addresses the relevant applied ethics theoretical construction. We entreat accountants to reflect on their arbiter of truth. We hope the framework can function as a guide for future curriculum revisions so that a new perspective of ethics can be passed on to shape future generations of accountants. Paraphrasing Dewey’s argument (Dewey, 1938) for educational reform from traditional to progressive education, we argue that there is now the necessity to introduce a new order of conceptions of ethics and governance, which should lead to new modes of practice in accounting ethics education.
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ABSTRACT

The main objective that business organisations in particular should strive to attain is achieving a competitive advantage position relative to their competitors.. This research empirically examined the importance of and emphasis placed on organisational resources, capabilities and systems in their relationships with competitive advantage. The overall findings indicated significant, positive effects of organisational resources, capabilities and systems collectively on competitive advantage, providing support and corroboration to the resource-based view (RBV). The total variance in competitive advantage accounted for by the multiple linear regression (MLR) model was 56.2%. In short, the findings from this study have not only contributed to the literature on the issue of the relationship between organisational resources, capabilities, systems and competitive advantage, but also provided vital information to both practitioners and policy makers on the subject matter.
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INTRODUCTION

The main objective that business organisations in particular should strive to attain is achieving a competitive advantage position relative to their competitors. To attain a competitive advantage level that can match those of their business rivals, business organisations initially must understand their internal strengths and weaknesses and their potential effects on the firm’s competitive advantage. With information on the relative internal strengths and weaknesses of their organisation, management can be guided in the process of making strategic business decisions to improve their overall position. This research empirically examines the importance of and emphasis placed on organisational resources, capabilities and systems in their relationships with competitive advantage.

LITERATURE REVIEW

Past studies have shown that there are significant relationships among organisational resources, capabilities, systems and competitive advantage (Wernerfelt, 1984; Dierickx & Cool, 1989; Barney, 1991; 2001a; 2001b; 2007; Ma, 1999a; 1999b; Priem & Butler, 2001a; 2001b; Wiklund & Shepherd, 2003; Morgan, Kaleka, & Katsikeas, 2004; Santhapparaj, Sreenivasan, & Loong, 2006; King, 2007; Phusavat & Kanchana, 2007; Sirmon, Hitt, & Ireland, 2007). In addition, organisational capabilities are a vital cog in the relationships among organisational resources and competitive advantage because organisational capabilities enhance the resource elements towards attaining competitive advantage. Therefore, organisational resources, capabilities and systems have been conceptualised to explain with significant assurance the level of competitive advantage. A review of the literature on the concept of organisational competitive advantage and the other variables observed (organisational resources, capabilities and systems) is conducted below.

Competitive Advantage

The pursuit of competitive advantage is indeed an idea that is at the heart of strategic management literature (Burden & Proctor, 2000; Fahy, 2000; Ma, 2000; 2004; Barney, 2001a; 2001b; 2007; Lin, 2003; Fahy, Farrelly, & Quester, 2004; Cousins, 2005; Porter & Kramer, 2006; Liao & Hu, 2007). Understanding sources of sustained competitive advantage has become a major area of study in strategic management (Porter, 1985; 1991; Barney, 1991; Peteraf, 1993; Ma, 1999a; 1999b; 2004; Flint & Van Fleet, 2005; King, 2007). The resource-based view stipulates that in strategic management, the fundamental sources and drivers of firms’ competitive advantage and superior performance are mainly associated with the attributes of their resources and capabilities, which are both valuable and costly-to-copy (Barney, 1986; 1991; 2001a; Conner, 1991; Mills, Platts, & Bourne, 2003; Peteraf & Bergen, 2003). Furthermore, other studies support the importance of having a good strategy to attain competitive advantage from the resource-based view (Hult & Ketchen Jr., 2001; Ramsay, 2001; Foss & Knudsen, 2003; Gottschalg & Zollo, 2007). A well-formulated and implemented strategy can exert a significant effect on attaining a level of competitive advantage (Richard, 2000; Arend, 2003; Powell, 2003; Porter & Kramer, 2006). The resource-based view provides an avenue for organisations to plan and execute their organisational strategy by examining the position of their internal resources and capabilities towards achieving competitive advantage (Kristandl & Bontis, 2007; Sheehan & Foss, 2007).

In this research, specific focus will be given to “competitive advantage” from the perspective of “value and quality”, the main elements of which are described as “cost-based”, “product-based” and “service-based”. Previous studies have shown that there is a significant relationship between cost-based advantage and the performance of organisations. Firms that enjoy cost-based competitive advantage over their rivals, for example in terms of relatively lower manufacturing or production costs, lower cost of goods sold and lower-price products, have been shown to exhibit comparatively better performance (Gimenez & Ventura, 2002; Morgan et al., 2004). Furthermore, it has also been shown that there is a significant relationship between product-based advantage and performance of organisations. Firms that experience product-based competitive advantage over their rivals, for example in terms of better and/or higher product quality, packaging, design and style, have been shown to achieve relatively better performance (Gimenez & Ventura, 2002; Morgan et al., 2004). Similarly, research has further illustrated that there is a significant relationship between service-based advantage and performance of organisations. Firms that benefit from service-based competitive advantage compared with their rivals, for example in terms of better and/or higher product flexibility, accessibility, delivery speed, reliability, product line breadth and technical support, have achieved comparatively better performance (Gimenez & Ventura, 2002; Morgan et al., 2004).

The next paragraph addresses the issues of organisational resources.

Organisational Resources

As mentioned, the resource-based view (RBV) of the firm predicts that certain types of resources owned and controlled by firms have the potential and promise to generate competitive advantage, which eventually leads to superior organisational performance (Wernerfelt, 1984; 1995; Dierickx & Cool, 1989; Barney, 1991; 1995; 2001a; 2001b; Peteraf, 1993; Chaharbaghi & Lynch, 1999; Fahy, 2000; Priem & Butler, 2001a; 2001b; Miller & Ross, 2003; Morgan et al., 2004; King, 2007; Sirmon et al., 2007; Ainuddin et al., 2007). Eisenhardt and Martin (2000), Harrison, Hitt, Hoskisson, and Ireland (2001), Hoopes, Madsen, and Walker (2003), Ireland, Hitt, and Sirmon (2003), Mills et al. (2003) and Morgan et al. (2004), following Wernerfelt (1984; 1995) and Barney (1986; 1991), examined resources and categorised them as tangible resources, (namely human, physical, organisational and financial), and intangible resources, (namely reputational, regulatory, positional, functional, social and cultural). Out of the categories of resources cited above, human resources (Adner & Helfat, 2003; Datta, Guthrie, & Wright, 2005; Abdullah, Rose, & Kumar, 2007a; 2007b; Rose & Kumar, 2007) and intangible resources (Oliver, 1997; Makadok, 2001) are deemed to be the more important and critical ones in attaining and sustaining a competitive advantage position because of their natures, which are not only valuable but also hard-to-copy relative to the other types of tangible resources (namely physical and financial). In short, conceptually and empirically, resources are the foundation for attaining and sustaining competitive advantage and eventually superior organisational performance.

In this study, particular attention will be paid to resources from the tangible and intangible perspective, the main elements of which are physical, financial, experiential and human resources. The RBV of the firm predicts that certain types of resources it owns and controls have the potential and promise to generate competitive advantage, which eventually leads to superior organisational performance. Physical resources such as the plant, machinery, equipment, production technology and capacity contribute positively towards organisational competitive advantage and eventually result in superior organisational performance (Morgan et al., 2004; Ainuddin et al., 2007). In addition, financial resources such as cash-in-hand, bank deposits and/or savings and financial capital (e.g., stocks and shares) also help explain the level of organisational competitive advantage and performance (Morgan et al., 2004; Ainuddin et al., 2007). Furthermore, experiential resources such as product reputation, manufacturing experience and brand name can account for the variation in organisational competitive advantage and performance (Morgan et al., 2004; Ainuddin et al., 2007). Human resources such as top and middle management, and administrative and production employees were also able to elucidate the extent of organisational competitive advantage and the resulting organisational performance (Adner & Helfat, 2003; Morgan et al., 2004; Datta et al., 2005; Ainuddin et al., 2007; Abdullah et al., 2007a; Rose & Kumar, 2007).

In short, organisational resources are the foundation for attaining and sustaining competitive advantage. The next section is concerned with the issues of organisational capabilities.

Organisational Capabilities

Studies have shown that there is a significant relationship between capabilities and competitive advantage (Prahalad & Hamel, 1990; Grant, 1996; Mascarenhas, Baveja, & Jamil, 1998; Ma, 1999b; Barney, 2001a; 2001b; Colotla, Shi, & Gregory, 2003; Wang & Lo, 2003; Morgan et al., 2004; Ray, Barney, & Muhanna, 2004; King, 2007; Perez-Freije & Enkel, 2007; Sirmon et al., 2007). Capabilities are conceptualised and categorised as, inter alia, organisational skills and collective learning, core competencies, resource development competence, organisational integration, strategic decision making and alliance-building, product development, relationship-building and informational and technological capabilities (Prahalad & Hamel, 1990; Stalk, Evans, & Shulman, 1992; Cockburn, Henderson, & Stern, 2000; Eisenhardt & Martin, 2000; Helfat & Peteraf, 2003; Hoopes et al., 2003; Mills et al., 2003; Peteraf & Bergen, 2003; Morgan et al., 2004; Mayer & Salomon, 2006). With excellent strategic manufacturing practices and strategic integration, deployment of resources and capabilities, firms can attain competitive advantage and better performance (Schroeder, Bates, & Junttila, 2002; Ketokivi & Schroeder, 2004; Congden, 2005; McEvily & Marcus, 2005; Swink, Narasimhan, & Kim, 2005; Santhapparaj et al., 2006; Phusavat & Kanchana, 2007; Prajogo, 2007; Prajogo et al., 2007; Salaheldin & Eid, 2007). Organisational capabilities are indeed an important element in a firm’s strategy (Singh, Ang, & Leong, 2003; Ljungquist, 2007; Pryor, Anderson, Toombs, & Humphreys, 2007), and a firm’s knowledge is one of the vital ingredients in attaining competitive advantage and good performance (Kogut & Zander, 1992; Grandori & Kogut, 2002; Szulanski, Cappetta, & Jensen, 2004; Van de Ven & Johnson, 2006; Felin & Hesterly, 2007).

For this particular research, significant attention will be given to capabilities from the perspective of knowledge, skill and ability, the main elements of which are informational, product-development and relationship-building. Previous studies have illustrated that there is a significant relationship between informational capabilities and competitive advantage in organisations, where informational capabilities are measured in terms of human resource training programmes, contact and job rotation among employees (Morgan et al., 2004; Ray et al., 2004). However, research has also shown that there is a significant relationship between product-development capabilities and competitive advantage in organisations, where product-development capabilities are measured in terms of the research and development capacity, adoption of new methods in the manufacturing process and product promotional and marketing activity (Morgan et al., 2004; Ray et al., 2004). Indeed, studies have also shown that there is a significant relationship between organisations’ relationship-building capabilities and competitive advantage, where relationship-building capabilities are measured in terms of the networking and relationship between the firms and their suppliers, distributors and customers (Morgan et al., 2004; Ray et al., 2004; Ainuddin et al., 2007).

The next section involves the issues of organisational systems.

Organisational Systems

Systems can be defined as “business processes and procedures” (Ray et al., 2004). According to Ray et al. (2004), business processes are actions that firms engage in to accomplish business purposes or objectives. Furthermore, business processes can be thought of as the routines or activities that a firm develops to get something done (Porter, 1991). Studies have shown that systems play a significant and vital role in subsequent resource, capability, competitive advantage and performance relationships (Porter & Millar, 1985; Gimenez & Ventura, 2002; Wiklund & Shepherd, 2003; Winter, 2003; Bowen & Ostroff, 2004; Ray et al., 2004; Voss, 2005; Neely, 2005; Franco-Santos et al., 2007; Perez-Freije & Enkel, 2007). Critics of the RBV have pinpointed that studies on RBV have concentrated more on the attributes of resources and capabilities to build competitive advantage (Priem & Butler; 2001a, 2001b; Wiklund & Shepherd, 2003). RBV research has given less attention to the study of the relationship between firms’ resources and capabilities and the way firms are organised (Wiklund & Shepherd, 2003; Ray et al., 2004; Sirmon et al., 2007). As far as organisational systems are concerned, the dearth of information on these relationships creates an opportunity for an empirical study. In other words, by focusing on competitive advantage from the RBV (Barney, 1991), this study will try to fill the gap highlighted by critics and proponents of the resource-based view, namely that the resource-based view research and studies have focused more on the attributes and characteristics of resources to build competitive advantage.

Because this area of organisational competitive advantage has been lacking in empirical research, it would be potentially beneficial to examine the relationship between these variables (organisational resources, capabilities and systems) and competitive advantage. As far as organisational competitive advantage is concerned, it is anticipated that this study will be able to fill in the theoretical and practical knowledge gap that currently exists in the literature as highlighted by critics of the resource-based view. As mentioned above, it is important to examine the magnitude of the relationship between organisational resources, capabilities and systems and their effects on competitive advantage. The findings from such a study will guide organizational decision-making in terms of which related variables should be given priority to gain competitive advantage, thus improving organisational performance. Studies have shown the importance of organisational strategy for attaining good organizational performance (Thomas & Ramaswamy, 1994; Hall Jr., 1995; Kim & Mauborgne, 2005; Rose, Kumar, & Ibrahim, 2007; 2008; Elamin, 2008). Excellent strategies can be implemented with good organisational systems that will bind and coordinate the organisational resources and capabilities towards attaining organisational competitive advantage and performance. This area is explored in this study as far as organisational systems are concerned.

This research pays specific attention to systems, from the internal and external perspectives, the main elements of which are process and interactions. Process plays a significant role in harnessing organisational resources, capabilities, competitive advantage and performance relationship, where process is measured in terms of the emphasis on company vision, mission, policy and procedure deployment (Gimenez & Ventura, 2002; Ray et al., 2004). Moreover, interactions play significant and vital roles in the development of organisational resources, capabilities, competitive advantage and performance relationship, where interactions are measured in terms of the emphasis on a teamwork approach, company procurement and logistic efficiency, networking and the relationship between the firms and their suppliers, distributors and customers (Gimenez & Ventura, 2002; Ray et al., 2004).

Hypotheses

This study advances the following hypotheses:

 

H1:      There is a significant positive relationship between organisational resources, capabilities, systems and competitive advantage.

H1a:    There is a significant positive relationship between organisational resources and competitive advantage.

H1b:    There is a significant positive relationship between organisational capabilities and competitive advantage.

H1c:    There is a significant positive relationship between organisational systems and competitive advantage.

METHODOLOGY

This research was conducted among manufacturers listed in the 2008 Federation of Malaysian Manufacturers Directory. A cross-sectional study using a structured questionnaire was used to obtain responses from the manufacturers. Specifically, this particular research questionnaire was developed based on a modification, extension and combination of past studies on organisational resources (15 items, adapted from Morgan et al., 2004; Ainuddin et al., 2007), capabilities (10 items, adapted from Morgan et al., 2004; Ray et al., 2004; Ainuddin et al., 2007), systems (10 items, adapted from Gimenez & Ventura, 2002; Ray et al., 2004) and competitive advantage (15 items, adapted from Gimenez & Ventura, 2002; Morgan et al., 2004; Ray et al., 2004).

Using a 5-point Likert-scale, competitive advantage is measured based on an interval scale (non-categorical variable) (Sekaran, 2005), namely from 1 (very low) to 5 (very high). The basis of measurement for competitive advantage is the total score of the 15 items in the questions. The main elements included cost-based advantage (2 items, namely lower manufacturing costs and lower-price products), product-based advantage (6 items, namely product differentiation, packaging, design, style, product quality and accessibility) and service-based advantage (7 items, namely product line breadth, reliability, flexibility, product innovation, delivery speed, technical support and value for the customer) (Gimenez & Ventura, 2002; Morgan et al., 2004; Ray et al., 2004). Similarly, organisational resources are measured based on an interval scale (non-categorical variable) (Sekaran, 2005), namely from 1 (very low) to 5 (very high). A total score of the 15 items in the questions is the basis of measurement for organisational resources, the main elements of which include physical resources (4 items, namely the production technology, machinery or equipment, production capacity availability and flexibility), financial resources (4 items, namely financial capital availability, accessibility, liquidity and focus), experiential resources (3 items, namely the manufacturing experience, reputation and brand name) and human resources (4 items, namely size, percentage, skill and employee loyalty) (Morgan et al., 2004; Ainuddin et al., 2007). Organisational capabilities are also measured based on an interval scale (non-categorical variable) (Sekaran, 2005), namely from 1 (very low) to 5 (very high). A total score of the 10 items in the questions is the basis of measurement for organisational capabilities, the main elements of which include informational capabilities (3 items comprising the human resources training programme, contact and job rotation among employees), product-development capabilities (3 items comprising the research and development capacity, adoption of new methods in the manufacturing process and product promotional and marketing activity) and relationship-building capabilities (4 items comprising the networking and contact between the firms and their competitors, suppliers, customers and distributors) (Morgan et al., 2004; Ray et al., 2004; Ainuddin et al., 2007). Finally, organisational systems are measured based on an interval scale (non-categorical variable) (Sekaran, 2005), namely from 1 (very low) to 5 (very high). A total score of the 10 items in the questions is the basis of measurement for organisational systems, the main elements of which include process (5 items comprising the emphasis on company vision and mission, policy, activity and standard operating procedure deployment, and key performance indicators adoption) and interactions (5 items comprising the emphasis on the teamwork approach, company procurement and logistic efficiency, networking and contact between the firms and their suppliers and distributors) (Gimenez and Ventura, 2002; Ray et al., 2004). A pilot study was initially conducted to establish the reliability of the questionnaire scales and measurements. The result of the pilot study shows that the Cronbach’s alpha (CA) coefficients for the variables are well above the minimum required alpha coefficient value of 0.70 (Nunnally, 1978; Ray et al., 2004). Exploratory and confirmatory factor analyses (EFA and CFA) were carried out and basically the results show that the item number (CA = 15, resources = 15, capabilities = 10, systems = 10), the factor number (CA = 4, resources = 4, capabilities = 2, systems = 1) and the percentage of explained variance (CA = 69.54, resources = 65.95, capabilities = 57.80, systems = 65.58) were statistically acceptable and that the overall research model fit the data and supported the reliability and validity of the pilot study.

For this particular study, 1,000 manufacturers (i.e., the sampling frame) were randomly selected from the 2008 FMM Directory to be the effective unit of analysis on the basis of being convenient, offering unrestricted choice, having the least bias and offering the most generalisability (Sekaran, 2005). With regard to the simple random sampling procedure or method, its choice was justified since such a sampling method was adopted and applied previously in other empirical studies concerning manufacturers in particular (Morgan et al., 2004; Jusoh & Parnell, 2008; Jusoh, Ibrahim, & Zainuddin, 2008). In short, given the financial and time constraints faced by the researcher in conducting this study, the choice of the sampling frame and the simple random sampling procedure can be justified. Regarding the subsequent actual survey, 127 respondents replied and completed the questionnaire (a 12.7% response rate). The Cronbach’s alpha coefficients for the variables based on the actual survey registered values well above the minimum required alpha coefficient value of 0.70, (namely resources = 0.87, capabilities = 0.86, systems = 0.94 and competitive advantage = 0.86). These Cronbach’s alpha coefficient values reflects the reliability and internal consistency of the research instrument’s scale of measurement. Exploratory data analysis was initially conducted to ensure there was no violation of the assumptions of normality, linearity, homogeneity of variance, multicollinearity and homoscedasticity, which are amongst the conditions needed in the multivariate data analysis.

RESULTS

A standard multiple linear regression (MLR) using the enter method is used to assess the ability of three variables (resources, capabilities and systems) to explain variation in competitive advantage. According to the guidelines recommended by Tabachnick and Fidell (2007), all Independent Variables (IVs) in the standard MLR model enter the equation at once, and each one is assessed as if it had entered the regression after all other IVs had entered. Further, based on Tabachnick and Fidell (2007), each IV is evaluated in terms of what it adds to difference in predictability between the Dependent Variable (DV) and all the other IVs. The stepwise multiple regression method was not chosen because of the potential problems associated with this approach (Pallant, 2007) in addition to some controversies associated with this procedure, in which the order of the entry of variables is based solely on statistical criteria (Tabachnick & Fidell, 2007). Preliminary analyses were conducted to ensure there was no violation of the assumptions of normality, linearity, multicollinearity and homoscedasticity. The model explains 56.2% (Table 1) of the variance in perceived competitive advantage, where F (3, 123) = 52.61, p < 0.001 (Table 2). As shown in Table 3, only two variables (systems and capabilities) are statistically significant, with systems recording a higher beta value (beta = 0.40, p < 0.001) than capabilities (beta = 0.30, p < 0.05). Tables 1 to 4 and Figures 1 to 4 illustrate the detailed results of the multiple linear regression analysis.


Table 1Model summaryb
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Table 2ANOVAb
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Table 3Coefficientsa
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Table 4Collinearity Diagnosticsa
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Figure 1: Histogram
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Figure 2: Normal P-P Plot of regression standardized residual
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Figure 3: Scatterplot of the standardized residuals
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Figure 4: Scatterplot of the standardized predicted values against observed values



Table 3 illustrates that based on collinearity statistics, there is no multicollinearity among the predictor variables as the tolerance values are all above the minimum 0.10 level and the variance inflation factor (VIF) statistics are all below the 10.0 critical level (Pallant, 2007). Based on the collinearity diagnostic table obtained (Table 4), none of the model dimensions had a condition index equal to or above the threshold value of 30.0. With regard to the outliers among the predictor variables, the Mahalanobis distance maximum value of 10.69 is below the critical value of 16.27 at an alpha level of 0.001, according to the guidelines recommended by Tabachnick and Fidell (2007) for detecting the critical value for outliers, (namely, a critical value of 16.27 for three independent variables). This means that there are no outliers among the independent variables that might affect the result of the regression analysis. Figure 1 (histogram) shows that after regression, the standardised residual for competitive advantage is normally distributed (i.e., a bell-shaped distribution line or curve). Figure 2 (Normal P-P Plot of regression standardised residual for competitive advantage) further illustrates that all the points lie in a reasonably straight diagonal line from bottom left to top right, which suggests that there are no major deviations from normality. Figure 3 (Scatterplot of the standardised residuals) also exhibits that the residuals are roughly rectangularly distributed, with most of the scores concentrated in the centre (along the zero point). The scatterplot as depicted in Figure 4 (standardised predicted values against observed values, namely competitive advantage) indicates that the relationship between the dependent variable and the predictors was linear and the residual variances were approximately equal or constant.

Therefore, the above results indicate that there are no problems with or violations of the assumptions of multicollinearity, normality, linearity, homoscedasticity and equality of variance. Hence, it is reasonable to state that the standard multiple regression model above is stable and good in explaining the variance in competitive advantage. The model implies that there is a significant positive relationship between organisational resources, capabilities, systems and competitive advantage. The total variance in competitive advantage explained by the model as a whole is 56.2% (Table 1), where F (3, 123) = 52.61, p < 0.001 (Table 2). These findings support H1.

As for the individual dimension, as shown in Table 3, only two independent variables (systems and capabilities) are statistically significant, with systems recording a higher beta value (beta = 0.40, p < 0.001) than capabilities (beta = 0.30, p < 0.05). This means only two hypotheses are fully supported: H1b, that there is a significant positive relationship between organisational capabilities and competitive advantage; and H1c, that there is a significant positive relationship between organisational systems and competitive advantage. The individual dimension result does not provide full support for H1a, which means there is no significant relationship between organisational resources and competitive advantage.

Therefore, in mathematical terms, the MLR model equation can be depicted as follows:

Y (CA) = a + b1X1 + b2X2 + b3X3 + e

where:



	Y
	=
	Competitive advantage (CA)



	X1
	=
	Organisational resources



	X2
	=
	Organisational capabilities



	X3
	=
	Organisational systems



	a
	=
	Constant



	e
	=
	Error terms



Based on the MLR result above (Table 3), the estimated MLR equation is as below:



	CA
	  
	=
	  
	1.414 + 0.243 (X2) + 0.274 (X3) + e



The result for the regression coefficient for resources (X1) is not statistically significant (beta = 0.12, p > 0.05).

DISCUSSION

The findings from this study are parallel to those of Santhapparaj et al. (2006) which analyse the competitive factors of semiconductor manufacturers in Malaysia. Data were collected and analysed from self-administered questionnaires distributed to a total of 200 managers from 10 different companies operating within 2 Free Trade Zones (FTZ) located in Ulu Klang and Sungei Way, Malaysia, respectively. Their study observes that there is a significant relationship between organisational resources, capabilities, systems and competitive advantage. Organisational resources (i.e., human capital development and manufacturing flexibility), capabilities (i.e., product quality improvement and technical skill development) and systems (i.e., integrated network and efficient daily operations) are identified as critical factors in achieving competitive advantage.

In another study by Phusavat and Kanchana (2007) on the issue of competitive priorities of manufacturing firms in Thailand, it was discovered that there is a significant relationship between organisational resources, capabilities, systems and competitive advantage. Ten (10) manufacturers responded to a survey that found that resources (i.e., product quality and flexibility), capabilities (i.e., know-how and innovativeness) and systems (i.e., customer service and delivery) are the major priorities in attaining competitive advantage. The results of the study were also in tandem with that of Morgan et al. (2004), who discovered that the available resources (beta = 0.26, t-value = 2.69, p < 0.05) and capabilities (beta = 0.56, t-value = 4.63, p < 0.05) are significantly and positively related to competitive advantage.

As far as the independent variable’s individual dimension is concerned, only two independent variables (organisational systems and capabilities) are found to be statistically significant in our study. The results indicate that systems register a higher beta value (beta = 0.40, p < 0.001) compared with capabilities (beta = 0.30, p < 0.05). This result supports the finding in the study by Morgan et al. (2004) with regard to the significant positive relationship between capabilities and competitive advantage. However, the individual dimension results of our study do not provide full support for the study by Morgan et al. (2004), which indicates that there is no significant relationship between organisational resources and competitive advantage.

A reasonable explanation for this inconsistent finding is that when these three independent variables (resources, capabilities and systems) are pooled together, their separate, individual effects are somewhat obscured relative to the aggregate effects. The relative strength of the resources’ individual statistical significance seems to be reduced when it is examined together with the other two variables (capabilities and systems). This reduction is understandable because although all the independent variables register positive beta values, the relative strength of their coefficients varies from one variable to another. The results indicate that systems register a higher beta value (beta = 0.40, p < 0.001) compared with capabilities (beta = 0.30, p < 0.05) and resources (beta = 0.12, p > 0.05) in their relationship with competitive advantage. This implies that when the independent variables (resources, capabilities and systems) are pooled together in the MLR model, they generate significant, overlapping effects collectively. However, when examined individually, it is possible that a lot of shared variance is statistically removed, thus reducing the variable’s individual statistical significance. It seems that the organisational resources score is not relatively high enough to consequently support a significant competitive advantage level.

In addition, according to Tabachnick and Fidell (2007), in standard multiple regression, it is possible for an IV such as organisational resources to appear unimportant in the solution when it actually is highly correlated with the DV (organisational competitive advantage). If the area of the correlation is whittled away by other IVs, the unique contribution of organisational resources is often very small despite a substantial correlation with the DV (organisational competitive advantage). For this reason, Tabachnick and Fidell (2007) suggested that both the full correlation and the unique contribution of the IV (organisational resources) need to be considered in interpretation.

Overall, the results of this study provide empirical support for other studies (Barney, 2001a; 2001b; 2007; Priem & Butler, 2001a; 2001b; King, 2007; Sirmon et al., 2007) based on the notion of the significant positive relationship between organisational resources, capabilities, systems and competitive advantage.

CONCLUSION, IMPLICATIONS AND LIMITATIONS

The overall findings indicated a significant positive effect of organisational resources, capabilities and systems collectively on competitive advantage, providing support to and extension of the resource-based view (RBV). The total variance in competitive advantage accounted for by the MLR model was 56.2%. Therefore, the overall contribution of this research to the “literature” is that it has further extended and strengthened the theoretical discourse on the RBV of competitive advantage, in particular by empirically illustrating the extent or magnitude of the relationships among the organisational resources, capabilities, systems and competitive advantage as perceived by Malaysian manufacturers. In other words, this study shows the relative effects of organisational resources, capabilities and systems on competitive advantage. From the “practical” aspect, the findings from this research have contributed to organisational management in terms of providing valuable input to and awareness of the factors or variables to consider with regard to attaining competitive advantage. The research illustrates, with empirical evidence, that it is vital for organisations to have sound work systems to organise both their internal capabilities and their resources to achieve competitive advantage. In other words, to attain competitive advantage, firms must improve their research and development (R&D) and product promotion capabilities and also enhance their work systems, specifically the manufacturing process and standard operating procedures (SOP). In addition, organisations need to further enhance their aggregate resources, especially physical and human resources. They should also encourage healthy teamwork among their employees and adopt key performance indicators (KPI) in their operations. Strengthening the organisations’ networking or interactions with their suppliers and distributors is also important. In terms of the firm’s “policy”, the findings from this study could help policy makers in making decisions concerning internal attributes that should be given more attention or priority relative to others. For example, the firm needs to enhance its work systems, manufacturing or production systems and HRM policies relative to its organisational financial policy to improve its overall organisational competitive advantage and performance. Furthermore, firms also need to strengthen their R&D policy and public relations to attain a better competitive advantage position over their business rivals.

The theoretical implication of this study is that it supports and extends the RBV of competitive advantage by illustrating the need for systematic management of resources and capabilities to attain competitive advantage. Our research supports the significance of the organising factor in the VRIO (value, rarity, imitability and organisation) framework of the RBV of competitive advantage. At the same time, it illustrates that by examining these variables (resources, capabilities and systems) in the aggregate, their individual statistical significance might diminish in their relationships with competitive advantage (i.e., the resources variable was found to be statistically non-significant). However, the implications of these findings do not mean that the organisational resources are not important factors and/or elements in attaining competitive advantage. Rather, they specifically reflect the perceived priorities of the Malaysian manufacturers as far as the importance and ranking of these particular variables (resources, capabilities and systems) individually. In other words, the findings illustrate the magnitude of importance placed upon the organisational resources, capabilities and systems in their relationships with competitive advantage. This suggests possible policy intervention by the government through fiscal measures, tax incentives or financial initiatives as a way to improve the perceived magnitude of importance of organisational resources in their relationship with competitive advantage. Nonetheless, any forms of Malaysian government policy intervention would be similar and uniform across the board and industrial sectors. Therefore, government intervention would not guarantee sustainable competitive advantage for individual firms per se, although it might help the Malaysian manufacturing sector in general. Many government fiscal policies, tax incentives and financial initiatives are initiated with the intention of providing strong financial support or backing for the general masses. It is up to the individual firms or companies to try to use or attain the best benefits from government policy or initiatives. It is almost impossible to cater to the needs of each firm per se. In the author’s humble opinion, financial initiatives might help the Malaysian manufacturing sector in general and this is, indeed, a step in the right direction.

The study has several limitations. First, this cross-sectional study is limited to Malaysian manufacturers listed in the 2008 FMM Directory. Therefore, manufacturers that are non-members of the FMM are not included in the sampling frame. The generalisability of the study’s findings must be made with caution. Nonetheless, to gather information and results more specific to a particular industrial sector, other future studies should consider applying a single sector industry listing instead. Second, this research is considered to be a cross-sectional study using the quantitative approach. It is only able to capture the perception of a single respondent (i.e., top management) per manufacturer at a single point in time. The multivariate data analysis approach is used to obtain results and findings that adopt the hypothetico-deductive method (Sekaran, 2005). This cross-sectional study using the quantitative approach was selected because it is the most appropriate method available to address the issues of time and financial constraints. Therefore, future studies should consider other avenues that may be available. A longitudinal research study and/or making use of the qualitative approach can be considered, given available time and financial resources.

In short, the findings from this study not only contributed to the literature on the issue of the relationship between organisational resources, capabilities, systems and competitive advantage, but also provided vital information to both practitioners and policy makers on the subject matter.


REFERENCES

Abdullah, H., Rose, R. C., & Kumar, N. (2007a). Human resource development practices in Malaysia: A case of manufacturing industries. European Journal of Social Sciences, 5(2), 37–52.

Abdullah, H., Rose, R. C., & Kumar, N. (2007b). Human resource development strategies: The Malaysian scenario. Journal of Social Science, 3(4), 213–222.

Adner, R., & Helfat, C. E. (2003). Corporate effects and dynamic managerial capabilities. Strategic Management Journal, 24, 1011–1025.

Ainuddin, R. A., Beamish, P. W., Hulland, J. S., & Rouse, M. J. (2007). Resource attributes and firm performance in international joint ventures. Journal of World Business, 42, 47–60.

Arend, R. J. (2003). Revisiting the logical and research considerations of competitive advantage. Strategic Management Journal, 24, 279–284.

Barney, J. B. (1986). Strategic factor markets: Expectations, luck, and business strategy. Management Science, 32(10), 1231–1241.

Barney, J. B. (1991). Firm resources and sustained competitive advantage. Journal of Management, 17(1), 99–120.

Barney, J. B. (1995). Looking inside for competitive advantage. Academy of Management Executive, 9(4), 49–61.

Barney, J. B. (2001a). Is the resource-based “view” a useful perspective for strategic management research? Yes. Academy of Management Review, 26, 41–56.

Barney, J. B. (2001b). Resource-based theories of competitive advantage: A ten-year retrospective on the resource-based view. Journal of Management, 27, 643–650.

Barney, J. B. (2007). Gaining and sustaining competitive advantage (3rd ed.). Upper Saddle River, NJ: Pearson Education.

Bowen, D. E., & Ostroff, C. (2004). Understanding HRM-Firm performance linkages: The role of the “strength” of the HRM system. Academy of Management Review, 29(2), 203–221.

Burden, R., & Proctor, T. (2000). Creating a sustainable competitive advantage through training. Team Performance Management, 6(5/6), 90–97.

Chaharbaghi, K., & Lynch, R. (1999). Sustainable competitive advantage: Towards a dynamic resource-based strategy. Management Decision, 37(1), 45–50.

Cockburn, I. M., Henderson, R. M., & Stern, S. (2000). Untangling the origins of competitive advantage. Strategic Management Journal, 21, 1123–1145.

Colotla, I., Shi, Y., & Gregory, M. J. (2003). Operation and Performance of international manufacturing networks. International Journal of Operations & Production Management, 23(10), 1184–1206.

Congden, S. W. (2005). Firm performance and the strategic fit of manufacturing technology. Competitiveness Review, 15(1), 14–32.

Conner, K. R. (1991). A historical comparison of resource-based theory and five schools of thought within industrial organization economics: Do we have a new theory of the firm? Journal of Management, 17(1), 121–154.

Cousins, P. D. (2005). The alignment of appropriate firm and supply strategies for competitive advantage. International Journal of Operations & Production Management, 25(5), 403–428.

Datta, D. K., Guthrie, J. P., & Wright, P. M. (2005). Human resource management and labour productivity: Does industry matter? Academy of Management Journal, 48(1), 135–145.

Dierickx, I., & Cool, K. (1989). Asset stock accumulation and sustainability of competitive advantage. Management Science, 35(12), 1504–1511.

Eisenhardt, K. M., & Martin, J. A. (2000). Dynamic capabilities: What are they? Strategic Management Journal, 21, 1105–1121.

Elamin, A. M. (2008). Methods of researching strategy process in developing countries. European Journal of Economics, Finance and Administrative Sciences, 10, 200–212.

Fahy, J. (2000). The resource-based view of the firm: some stumbling-blocks on the road to understanding sustainable competitive advantage. Journal of European Industrial Training, 24(2/3/4), 94–104.

Fahy, J., Farrelly, F., & Quester, P. (2004). Competitive advantage through sponsorship: A conceptual model and research propositions. European Journal of Marketing, 38(8), 1013–1030.

Federation of Malaysian Manufacturers (2008). Malaysian industries: FMM directory 2008 (39th ed.). Kuala Lumpur: Federation of Malaysian Manufacturers.

Felin, T., & Hesterly, W. S. (2007). The knowledge-based view, nested heterogeneity, and new value creation: Philosophical considerations on the locus of knowledge. Academy of Management Review, 32(1), 195–218.

Flint, G. D., & Van Fleet, D. D. (2005). A comparison and contrast of strategic management and classical economic concepts: Definitions, comparisons, and pursuit of advantages. Retrieved on 9 April 2006, from http://www.uvsc.edu/schools/business/facultyScholar/jbi/jbi_v3.html.

Foss, N. J., & Knudsen, T. (2003). The resource-based tangle: Towards a sustainable explanation of competitive advantage. Managerial and Decision Economics, 24, 291–307.

Franco-Santos, M., Kennerley, M., Micheli, P., Martinez, V., Mason, S., Marr, B., Gray, D., & Neely, A. (2007). Towards a definition of a business performance measurement system. International Journal of Operations & Production Management, 27(8), 784–801.

Gimenez, C., & Ventura, A. (2002). Supply chain management as a competitive advantage in the Spanish grocery sector. Published Working Paper. No. 2, 04/2002, Barcelona, Spain: Universitat Pompeu Fabra’ (UPF).

Gottschalg, O., & Zollo, M. (2007). Interest alignment and competitive advantage. Academy of Management Review, 32(2), 418–437.

Grandori, A., & Kogut, B. (2002). Dialogue on organization and knowledge. Organization Science, 13(3), 224–231.

Grant, R. M. (1996). Toward a knowledge-based theory of the firm. Strategic Management Journal, 17, 109–122.

Hall, E. H., Jr. (1995). Corporate diversification and performance: An investigation of causality. Australian Journal of Management, 20(1), 25–42.

Harrison, J. S., Hitt, M. A., Hoskisson, R. E., & Ireland, R. D. (2001). Resource complementarity in business combinations: Extending the logic to organizational alliances. Journal of Management, 27, 679–690. 

Helfat, C. E., & Peteraf, M. A. (2003). The dynamic Resource-based View: Capability lifecycles. Strategic Management Journal, 24, 997–1010.

Hoopes, D. G., Madsen, T. L., & Walker, G. (2003). Why is there a Resource-based View? Toward a theory of competitive heterogeneity. Strategic Management Journal, 24, 889–902.

Hult, G. T. M., & Ketchen, D. J., Jr. (2001). Does market orientation matter?: A test of the relationship between positional advantage and performance. Strategic Management Journal, 22, 899–906.

Ireland, R. D., Hitt, M. A., & Sirmon, D. G. (2003). A model of strategic entrepreneurship: The construct and its dimensions. Journal of Management, 29(6), 963–989.

Jusoh, R., & Parnell, J. A. (2008). Competitive strategy and performance measurement in the Malaysian context: An exploratory study. Management Decision, 46(1), 5–31.

Jusoh, R., Ibrahim, D. N., & Zainuddin, Y. (2008). The performance consequence of multiple performance measures usage: Evidence from the Malaysian manufacturers. International Journal of Productivity and Performance Management, 57(2), 119–136.

Ketokivi, M., & Schroeder, R. (2004). Manufacturing practices, strategic fit and performance: A routine-based view. International Journal of Operations & Production Management, 24(2), 171–191.

Kim, W. C., & Mauborgne, R. (2005). Blue Ocean strategy: From theory to practice. California Management Review, 47(3), 105–121.

King, A. W. (2007). Disentangling interfirm and intrafirm causal ambiguity: A conceptual model of causal ambiguity and sustainable competitive advantage. Academy of Management Review, 32(1), 156–178.

Kogut, B., & Zander, U. (1992). Knowledge of the firm, combinative capabilities, and the replication of technology. Organization Science, 3(3), 383–397.

Kristandl, G., & Bontis, N. (2007). Constructing a definition for intangibles using the resource based view of the firm. Management Decision, 45(9), 1510–1524.

Liao, S. H., & Hu, T. C. (2007). Knowledge transfer and competitive advantage on environmental uncertainty: An empirical study of the Taiwan semiconductor industry. Technovation, 27, 402–411.

Lin, B. W. (2003). Technology transfer as technological learning: A source of competitive advantage for firms with limited R&D resources. R&D Management, 33(3), 327–341.

Ljungquist, U. (2007). Core competency beyond identification: Presentation of a model. Management Decision, 45(3), 393–402.

Ma, H. (1999a). Anatomy of competitive advantage: A SELECT framework. Management Decision, 37(9), 709–718.

Ma, H. (1999b). Creation and preemption for competitive advantage. Management Decision, 37(3), 259–267.

Ma, H. (2000). Competitive advantage and firm performance. Competitiveness Review, 10(2), 16–32.

Ma, H. (2004). Toward global competitive advantage: Creation, competition, cooperation and co-option. Management Decision, 42(7), 907–924.

Makadok, R. (2001). Toward a synthesis of the resource-based and dynamic-capability views of rent creation. Strategic Management Journal, 22, 387–401.

Mascarenhas, B., Baveja, A., & Jamil, M. (1998). Dynamics of core competencies in leading multinational companies. California Management Review, 40(4), 117–132.

Mayer, K. J., & Salomon, R. M. (2006). Capabilities, contractual hazards, and governance: Integrating resource-based and transaction cost perspectives. Academy of Management Journal, 49(5), 942–959.

McEvily, B., & Marcus, A. (2005). Embedded ties and the acquisition of competitive capabilities. Strategic Management Journal, 26, 1033–1055.

Miller, S. R., & Ross, A. D. (2003). An exploratory analysis of resource utilization across organizational units: Understanding the resource-based view. International Journal of Operations & Production Management, 23(9), 1062–1083.

Mills, J., Platts, K., & Bourne, M. (2003). Competence and resource architectures. International Journal of Operations & Production Management, 23(9), 977–994.

Morgan, N. A., Kaleka, A., & Katsikeas, C. S. (2004). Antecedents of export venture performance: A theoretical model and empirical assessment. Journal of Marketing, 68, 90–108.

Neely, A. (2005). The evolution of performance measurement research: Developments in the last decade and a research agenda for the next. International Journal of Operations & Production Management, 25(12), 1264–1277.

Nunnally, J. O. (1978). Psychometric theory. New York: McGraw-Hill.

Oliver, C. (1997). Sustainable competitive advantage: Combining institutional and resource-based views. Strategic Management Journal, 18(9), 697–713.

Pallant, J. (2007). SPSS Survival Manual – A step by step guide to data analysis using SPSS for Windows (Version 15) (3rd ed.). Crows Nest, NSW: Allen and Unwin.

Perez-Freije, J., & Enkel, E. (2007). Creative tension in the innovation process: How to support the right capabilities. European Management Journal, 25(1), 11–24.

Peteraf, M. A. (1993). The cornerstones of competitive advantage: A resource-based view. Strategic Management Journal, 14, 179–191.

Peteraf, M. A., & Bergen, M. E. (2003). Scanning dynamic competitive landscapes: A market-based and resource-based framework. Strategic Management Journal, 24, 1027–1041.

Phusavat, K., & Kanchana, R. (2007). Competitive priorities of manufacturing firms in Thailand. Industrial Management & Data Systems, 107(7), 979–996.

Porter, M. E. (1985). Competitive advantage. New York: Free Press.

Porter, M. E. (1991). Towards a dynamic theory of strategy. Strategic Management Journal, 12(8), 95–117.

Porter, M. E., & Kramer, M. R. (2006). Strategy and society: The link between competitive advantage and corporate social responsibility. Harvard Business Review, December 2006, 79–92.

Porter, M. E., & Millar, V. E. (1985). How information gives you competitive advantage. Harvard Business Review, July-August 1985, 149–160.

Powell, T. C. (2003). Strategy without ontology. Strategic Management Journal, 24, 285–291.

Prahalad, C. K., & Hamel, G. (1990). The core competence of the corporation. Harvard Business Review, 68(3), 79–93.

Prajogo, D. I. (2007). The relationship between competitive strategies and product quality. Industrial Management & Data Systems, 107(1), 69–83.

Prajogo, D. I., Laosirihongthong, T., Sohal, A., & Boon-itt, S. (2007). Manufacturing strategies and innovation performance in newly industrialized countries. Industrial Management & Data Systems, 107(1), 52–68.

Priem, R. L., & Butler, J. E. (2001a). Is the resource-based “view” a useful perspective for strategic management research? Academy of Management Review, 26, 22–40.

Priem, R. L., & Butler, J. E. (2001b). Tautology in the resource-based view and the implications of externally determined resource value: Further comment. Academy of Management Review, 26, 57–66.

Pryor, M. G., Anderson, D., Toombs, L. A., & Humphreys, J. H. (2007). Strategic implementation as a core competency: The 5P’s model. Journal of Management Research, 7(1), 3–17.

Ramsay, J. (2001). The resource based perspective, rents, and purchasing’s contribution to sustainable competitive advantage. The Journal of Supply Chain Management, Summer 2001, 38–47.

Ray, G., Barney, J. B., & Muhanna, W. A. (2004). Capabilities, business processes, and competitive advantage: Choosing the dependent variable in empirical tests of the resource-based view. Strategic Management Journal, 25, 23–37.

Richard, O. C. (2000). Racial diversity, business strategy and firm performance: A resource-based view. Academy of Management Journal, 43(2), 164–177.

Rose, R. C., & Kumar, N. (2007). Blockade for career advancement in Japanese organization abroad: The case of Malaysian subsidiaries. American Journal of Applied Sciences, 4(1), 8–13.

Rose, R. C., Kumar, N., & Ibrahim, H. I. (2007). The effect of manufacturing strategy on organizational performance. European Journal of Economics, Finance and Administrative Sciences, 9, 38–47.

Rose, R. C., Kumar, N., & Ibrahim, H. I. (2008). Relationship between strategic human resource management and organizational performance: Evidence from selected Malaysian firms. European Journal of Economics, Finance and Administrative Sciences, 10, 86–97.

Salaheldin, S. I., & Eid, R. (2007). The implementation of world class manufacturing techniques in Egyptian manufacturing firms. Industrial Management & Data Systems, 107(4), 551–566.

Santhapparaj, A. S., Sreenivasan, J., & Loong, J. C. K. (2006). Competitive factors of semiconductor industry in Malaysia: The managers’ perspectives. Competitiveness Review, 16(3&4), 197–211.

Schroeder, R. G., Bates, K. A., & Junttila, M. A. (2002). A resource-based view of manufacturing strategy and the relationship to manufacturing performance. Strategic Management Journal, 23, 105–117.

Sekaran, U. (2005). Research methods for business: A skill-building approach (4th ed.). New York: John Wiley & Sons, Inc.

Sheehan, N. T., & Foss, N. J. (2007). Enhancing the prescriptiveness of the resource-based view through Porterian activity analysis. Management Decision, 45(3), 450–461.

Singh, K., Ang, S. H., & Leong, S. M. (2003). Increasing replication for knowledge accumulation in strategy research. Journal of Management, 29(4), 533–549.

Sirmon, D. G., Hitt, M. A., & Ireland, R. D. (2007). Managing firm resources in dynamic environments to create value: Looking inside the black box. Academy of Management Review, 32(1), 273–292.

Stalk, G., Evans, P., & Shulman, L. (1992). Competing on capabilities: The new rules of corporate strategy. Harvard Business Review, March-April 1992, 57–69.

Swink, M., Narasimhan, R., & Kim, S. W. (2005). Manufacturing practices and strategy integration: Effects on cost efficiency, flexibility and market-based performance. Decision Sciences, 36(3), 427–457.

Szulanski, G., Cappetta, R., & Jensen, R. J. (2004). When and how trustworthiness matters: Knowledge transfer and the moderating effect of causal ambiguity. Organization Science, 15(5), 600–613.

Tabachnick, B. G., & Fidell, L. S. (2007). Using multivariate statistics (5th ed.). Boston: Pearson Education.

Thomas, A. S., & Ramaswamy, K. (1994). Matching managers to strategy: An investigation of performance implications and boundary conditions. Australian Journal of Management, 19(1), 73–93.

Van de Ven, A. H., & Johnson, P. E. (2006). Knowledge for theory and practice. Academy of Management Review, 31(4), 802–821.

Voss, C. A. (2005). Alternative paradigms for manufacturing strategy. International Journal of Operations & Production Management, 25(12), 1211–1222.

Wang, Y., & Lo, H. (2003). Customer-focused performance and the dynamic model for competence building and leveraging: A resource-based view. Journal of Management Development, 22(6), 483–526.

Wernerfelt, B. (1984). A resource-based view of the firm. Strategic Management Journal, 5(2), 171–180.

Wernerfelt, B. (1995). The resource-based view of the firm: Ten years after. Strategic Management Journal, 16(3), 171–174.

Wiklund, J., & Shepherd, D. (2003). Knowledge-based resources, entrepreneurial orientation, and the performance of small and medium-sized businesses. Strategic Management Journal, 24, 1307–1314.

Winter, S. G. (2003). Understanding dynamic capabilities. Strategic Management Journal, 24, 991–995.



OEBPS/images/Art_P15.jpg
et . o, K Ny Pl e
S T et e A s 0 )

[ES————————

.






OEBPS/images/Art_P10.jpg
¥oMe St i)
£l owm wm oo
Chese 220 05t
My & s o 19T e o
Chiese W am e
Matay B osm s e e oo
Chiese 9 4 0%

e e e e S R





OEBPS/images/Art_P28.jpg






OEBPS/images/Art_P24.jpg
Model  Dimension  Eigenvalue  Condition Variance Proportions

Index
(Constant) _Resources _ Capabilites
1 3972 1000 0 0 0
016 0 04
! 2 12 51 81
o B3] 58 45 0






OEBPS/images/Art_P5.jpg





OEBPS/images/Art_P23.jpg
Model Unstandardized  Standardized — t  Sig

Coefficients ___Coeficients
B SdEmr B Tolerance VI

1 (Comtan) 1414 219 000
Resources 093 29 409 2446
Capabiliies 087 205 o5 317 3150
Systems on 399 3864 000 33 3001

P R P R TR







OEBPS/images/Art_P9.jpg
derisementtipe N Mean  Sid deviaton  f I3
1 413 118

3178 00e
349 114






OEBPS/images/Art_P19.jpg
e
Sepmaroft wibia 432 160 S0 FECRE I T}
st G
-
P P Tt
e
Sl wiy  mr @ w0 w3 s
=
St winn a0 @ s new 3
bt
G
Sbh i mes 0 00 e s
—_— Girougs.
T il il i 5






OEBPS/images/Art_P8.jpg
No.of Stand.  Cronbach's

Constuct Gop (ot Men Spt Opedt cp
Smiowd ot 5 sy 0w ¢
teAd
MGNT 5 431 0% 0 s
e owards = -
Ruce MGT 4 s 06 1
MGNT 4 42 100 3
Drche MGT 3 s 113 81 85
MGNT 3 436 0% 76
SelfRefrence  MGT 3 4B m )
MGNT 3 33 im & &

BEe pGT 3 3 08 & &






OEBPS/images/Art_P3.jpg





OEBPS/images/Art_P20.jpg
SEHERRCLEA PRI AR I
THELOCAL FINANCIALS:
PROFESSIONALENVIRONMENT

EXTERNALRULES/ COMPLIANCE
the backstop)

,/ RELEVANTTHEORES ON ETHC

“CORE VALUES/ BELIEF SYSTEM
{foundational human values)





OEBPS/images/Art_P12.jpg





OEBPS/images/Art_P11.jpg
Std Sie.

Venible  Adwpe  SEL devition ¢ omien

Fram oss
st W m

w27 2 0w

mg s 43 oo

Chinese 2 855 347

v 31 oam om

me wosa om
o s o

Low 247 517 086

High 18 436 009
Chinese o6 347 360
Low 231 425 103

Hgh 144 53 107
Malay 315 389 o0r
Low 247 48 114

High 18 436 093
Chinese 005 347 980
Low 231 435 088

*Sgnificancep < 05
Notes SE _ Stength of ainic identiy, Aad - Attivde towards advertsemant, Ab — Attnde towads ta
Rt 1 P kit






OEBPS/images/Art_P25.jpg







OEBPS/css/page-template.xpgt
                       



OEBPS/images/Art_P16.jpg





OEBPS/images/Art_P4.jpg





OEBPS/images/Art_P2.jpg
0.0k
0 861





OEBPS/images/Art_P21.jpg
Model R Resquare _ Adjusted R-square _Std Error of the Estimate

T ) 5 30526

a Predictors: (Constant), Systems, Resources, Capabiliies
b. Dependent Variable: Competitive Advant






OEBPS/images/Art_P13.jpg
20008
19905
19805
19708
19605

19505

— 5
-
m:

Number of studies (N = 114)





OEBPS/images/Art_P26.jpg





OEBPS/images/Art_P17.jpg





OEBPS/images/Art_P7.jpg
Memperkenalkans ki Memperkenalicn, ni
iIMALAY;






OEBPS/images/Art_P14.jpg





OEBPS/images/Art_P18a.jpg
DO DaneTees it 2 " sl
assumed

ichievement.  Equalvanianceszot 5718 000 25 200
assumed

o 321 51 o8

Equal variances
She has self- _essumed

confidence. Equilvemmcesmet 343 001 31 531 58 07
assumed






OEBPS/images/13942603.jpg
/\\ IAN ACADEMY

e

VOLUME 17, NO. 1

Do Generational Membership and Psychographic Characteris
Positive Word of Mouth in 4 University Context?
Amn Mitsis and Patvick Foley.

Can Ethnically Targeted Advertising Work for Malay Adolescents? The
Moderafing Role of the Strength of Ethnic Identity.
Muhammad Mohsin But and Ernest Cyril de Run

Expanded Dimensions of the Purposes and Uses of Performance Appraisal
Muhammad Zahid Igbal

Incubators and Government Policy for Developing I Industry and Region in
Emerging Economies
Mohd Fuaad Said, Khairul Alomatiah Adban, Nur Atigah Abdullah, Seppo
Hamninen and Steven T. Wolsh

e Dynamics of Entrepreneurial Motivation amang Women: A Comparative
Study of Businesswomen in Saudi Arabia and Bahrain
Muhammad A. Sadi and Basheer M, Al-Ghazali

Analogue and Digital Mindsets: Some Implications for Intercultural
Communication between Western and Eastern Organisations
Hiroko Noma and Joanna Crossman

A Seientific Worldview of Accounting Ethics and Governance Educations The
Right Footing of International Education Standard 4, bu
Arfuh Salleh and Aziuddin Almad.

The Relationship between Organisational Resources, Capabilities,
Systems and Competitive Adyantage
Alimin fsmadi [smail, Raduan Che Rose, Jegak Ul and Haslinda Abdullah






OEBPS/images/Art_P1.jpg





OEBPS/images/Art_P22.jpg
Model Sum of Squares  df  Mean Square  F Sig.
T Regesion 14706 3 2501 2607 000

Residual 11461 13 093

Toul 26168 126

2 Predicors (Constan), Systems, Resouices, Capabltes

. Dependent Variable: Competitive Advantag






OEBPS/images/Art_P27.jpg
T —






OEBPS/images/Art_P18.jpg
‘Eoqual variances
She his a profit _essumed

‘motive. “Equal variances not
Py
Equlvemess 471 00 42 000 1000 000
Shellesto b
Eqlvmes 4781 000 42 00 10000
somed
Shewa | Equalverances 581 s FTR
conoland _ssmed
feedom®r ol mmmeesnor S8 3715 ETRT
fr soed
Equlvemess 3236 00 5% 3% an
She ook coumed
el Equlvemesse 336 00 37 2% 82

assumed.






OEBPS/images/Art_P6.jpg
Untondudiad  Stndsdiced

Cosficient cosffcients oty
5 Z Zow =
5 X2 Ba ¢ se 2 Pwal
Como 103 0 o 2 oms - - -
BE o am am o 27 om0 ol o1
Ge High
MO ypcertainty 0.088 0.166 2613 0009 213 0150 0141
Y avoidance
Mo iy 0092 000 0101 149 0135 030 0087 00gl
Hmebrover ol 0071 015 234 009 025 01 0127
Conm 215 00 - w0 o - - -
Bl m 020 007 a1® 0022 029 015 01
High
wemsy OIS 0100 011 L7 008 010 015 01
ot
Bo o ooms am om 0% ol a5 oo oon

Hehpover o100

Highper 003 00%  L0m 028 014 007 00%

Devendent variable: Positive word of mouth farenion.





