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Abstract  

The Rosebank Business Precinct is one of Aucklandôs most highly developed Business 

Improvement Districts.  This descriptive study, undertaken for Auckland City Council, examines 

the gaps between what Rosebank businesses actually want and what the workforce presently 

provides. A further aim was to investigate the potential for employee training, education and 

development in Rosebank.  We conducted face-to-face interviews with about one-fifth of 

Rosebank companies using a 36-question questionnaire and employing random stratified cluster 

sampling.  Fifteen of these firms also had in-depth interviews.  From the present analysis, it is 

apparent that many firms lack leadership, leadership styles, managerial, computing and 

technology skills, which in turn leads to lower survival rates. Local authorities have a role to play 

in ontologies and epistemologies of leadership in the local organisations surveyed in Rosebank. 

Many owner/managers, regarded as leaders, held unsupportive attitudes toward training and 

education. The paper makes recommendations in the fields of labour force training, education 

and development; recruitment; and where leaders can recruit the right people. 

Keywords: Development, Knowledge, Leadership, Leadership Styles, Training 

1. Introduction  

New Zealand is moving into a niche-based, knowledge and value-adding economy. Leaders with 

the right leadership style and skills are required to lead the workforce of Aucklandôs most highly 

development business improvement district, the Rosebank Business Precinct, into the challenges 

of the 21
st
 century. Where and how do the Rosebank leaders get the right people from? Leaders 

are required to ensure that the right people are recruited and employed.  The ultimate goal of this 

research report is to identify these leaders, leadership styles and recruiting of people with the 

right knowledge, skills and attributes (KSAs) to grow existing ventures.  

Who could be regarded as a leader? A leader as defined by Daft and Pirola-Merlo (2009) is 

somebody leading others through the process of arousing enthusiasm and directing efforts toward 

organisational goals. Leadership style on the other hand is the recurring pattern of behaviours 

exhibited by a leader. 

This is the era of ósuper leadersô who, through vision and strength of personality, could have an 

inspirational impact on others. These leaders could use a variety of leadership styles such as a 

charismatic leader who develops a special leader-follower relationship and inspire others. 

Another inspirational leadership style is known as the transformational style that gets people to 
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do more in achieving high performance. The third kind is the transactional leadership style where 

the efforts of people are directed through tasks, rewards and structures (Daft et al, 2009). 

Technology is an invaluable tool for leaders and Human Resource Management (HRM) 

processes to execute its tasks in an organisation (Du Plessis, 2009; Härtel, Fujimoto, Strybosch, 

and Fitzpatrick, 2010). It is also useful in the recruiting process; it is effective, quick and in 

vogue in all countries by more and more recruiters. E-recruitment is growing exceptionally fast. 

Organisations and employment agencies can display their vacancies; work-seekers can enter 

their CVôs on the World Wide Web at a relatively inexpensive price. Advantages and 

disadvantages will be discussed later in this article.   

 

Locally as well as nationally, professionals, technicians and associate professionals, trade 

workers, plant and machine operators and assemblers are in severe shortage (Statistics New 

Zealand, 2008). Leaders, who can identify their labour needs, who can recruit the right 

employees and thus solve the problems around it, are required in organisations. E-recruitment 

seems to solve the main recruiting problem because the best people with the necessary KSAs 

could be recruited globally.  

This study was financed by Auckland City Council.  It focuses on Aucklandôs Rosebank 

Business Precinct.  The surrounding communities, particularly Mäori, Pacific peoples and recent 

migrants, experience disparities in employment.  Our research questions were:   

¶ Is there a skills match between the present-day workforce and actual business needs over 

the medium term? 

¶ What can these data tell us about Rosebankôs trajectory as a skilled business cluster and 
about its future workforce requirements?  

¶ From where and what methods are used to recruit the right people (with the right KSAs) 

to fill vacancies? (This question will be answered in this article; the above two questions 

are dealt with in other articles). 

 

2. Literature Review and Background 

2.1 Training and Education 

Training is one of the best ways to confront the export of talent from New Zealand and the ñbrain 

drainò to Australia and elsewhere, according to Coddington (2010). Leaders need to know that 

the better training that the employees receive, the better their performance, the higher their 

degree of loyalty, the lower the labour turnover, and the greater the savings and profits for 

businesses.  OECD research has shown that programmes targeting human capital are cost-

effective because they build on local resources, provide ñvalue-addò for tax dollars spent, and 

enrich the local skills base. A good example is Japan.  Most Japanese leaders in manufacturing 

companies enjoy worldwide competitiveness precisely because their tertiary education and 

training systems were matched to the needs of employers (Blakely 1991; Jones & Vedlitz 1988; 

Nothdurft 1991; OôToole & Simmons 1989; Reich 1982; Thurow 1980; Wolanan et al. 1991; 

Wolman and M. Goldsmith 1992).  

 

2.2 Human Resourceôs Role  

Human Resource Management (HRM) is responsible to see that no skill shortages occur in their 

organisations. It does occur though when the Human Resource (HR) department is unable to fill 
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vacancies because of an insufficient number of job seekers with required skills (Du Plessis, 

Hobbs, Marshall, Paalvast, 2008). There is a mismatch between what employers need and what 

workers actually can provide.  Training and education are essential tools for industry leaders, 

employers and policy makers.  Training systems, according to Ishaya (2006) need to be in place 

so that the labour force can work effectively and efficiently. Härtel et al (2010) regard labour 

force development as one of the most strategic policies in the HRM arsenal.   

 

A decade ago Thussu (2000) and later Ahlawat & Ahlawat (2006) highlight the need for 

increased focus on employment practices in the new business environment. Langbert (2005) and 

Sincoff & Owen (2004) point out the need for expanded curricula in the tertiary sectors to ensure 

that relevant fields of KSAs are covered.  Cressyôs (1996, 1999) finds evidence for the primacy 

of human capital in business longevity: workers with higher levels of human capital earn higher 

wages.  Skilled workers have more assets to invest in their own business formation.  Both 

government and the private sector have a role to play in addressing skill shortages. Government 

must find ways to incentivise the education and training sector to combat skills shortages.  

To be able to do the abovementioned, it is necessary to have proactive leaders with the right 

leadership styles in organisations. It is therefore important to differentiate between the ñtwo 

concepts, leaders and leadership stylesò on the one hand but also to point out that they are not 

stand-alones but interacting. Leadership style as a key component of this paper is analysed from 

the interactive leadership style approach which is derived from the neo-classic human relations 

motivation school, underpinned by symbolic interactionism.  

 

2.3 Some Models and Leadership Styles 

The leadership competency model of Mintzberg (2004) comparable with the interactive 

leadership theory of McClelland of more than three decades ago (1975) supported more recently 

by Burnham (2003) is relied upon in answering the question put above of what kind of leadership 

is required in organisations in order to create a workforce with the right people, with the right 

KSAs. Mintzberg (2004) does not differentiate between leaders and management and in his 

opinion the terms could be used interchangeably because leaders have to manage and managers 

have to lead. 

Leadership style is regarded as a pattern of behaviours designed to integrate organisational and 

employee interests in pursuit of the objective. All managers develop a style of leading or 

motivating their subordinates according to Gildenhuys (2008) and Daft et al (2009). Gildenhuys 

further supports what was mentioned above that the symbolic interactionism as a social-

psychological perspective focuses on individuals with a self (the ñIò and the ñmeò responding to 

a social situation that is within the experience of the individual) and on the interaction between a 

personôs (leaderôs) internal thoughts and emotions and the consequent social behaviour. Leaders 

and their leadership styles are therefore not ñstand-alonesò, although it could be unique to 

individuals. Individuals interact in terms of shared meanings that they attribute to each otherôs 

actions and the situations in which such interactions take place. This is the basis for 

understanding leadership experience in the world of work.  

Organisations could use training, education and development needs analysis of their management 

team to determine the kind of leadership style organisations have to adopt to establish a positive 

experience of diversity management and to continue to be successful in leading their 

organisations to better performance. A continuous adjustment to emerging changes is required of 

organisational leaders to manage the more diverse workforce in the Rosebank Precinct. 
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2.4 Ontology and Epistemology 

Ontology, the study of existence, is the most general branch of metaphysics concerned with the 

nature of being; epistemology, the theory of knowledge, is the branch of philosophy that studies 

the nature of knowledge in particular foundations, scope and validity. These studies are therefore 

two very important ñpillarsò for leaders, especially the Rosebank leaders, to build their 

leadership style on. Ontology includes studies concerned with time and space, existence and 

causality which impacts on leadership styles e.g. the leader makes an authority decision and then 

communicates it to the employees instead of making a consultative decision where the leader 

receives information, advice or opinions form the employees before making a decision. 

Managers tend to classify and generalise people into groups on their direct and indirect 

experience. The complexity of individual identity and individual interaction has implications for 

the manner in which the manager will manage and the leader will lead. 

 

Van Zyl, du Plessis, Lues and Pietersen (2009) and also Gildenhuys (2008) are of the opinion 

that leaders who develop their workforce through training and development are more likely to 

increase motivation, commitment and self-confidence than are leaders not concerned with the 

development of their workforce. Performance does not only depend on ability, but on the 

conversation (self-interaction) individuals have with themselves about their ability (self-

confidence) and the conversations leaders (managers) have with themselves about others. 

Leaders play a pivotal role in establishing the character and nature of the organisation 

experienced by their employees. The leaders of an organisation are tasked with differentiating 

their organisations, through greater efficiencies in performance, in a changing environment in 

which nationality, gender, race ethnicity, sexual orientation and a few others are key elements of 

their diverse workforce, as was found in the Rosebank study. 

 

2.5 Ontology and epistemology for Rosebank Precinct in the 21
st
 Century 

Du Plessis and Frederick (2008), Daft et al (2009) and also Gildenhuys (2008) refer to the 

importance of understanding leadership styles. For the local leaders in the Rosebank Precinct it is 

also a component in managing their diverse workforce. The symbolic interaction views 

interdependence between the past, present and future as examining the historical development of 

management as a science understanding the ontology and epistemology of leadership styles in 

the 21
st
 century. The historical development of management and the evolving role of leadership 

styles demand cognisance of leadership and management as ontology and epistemology in the 

21
st
 century. It involves breaking down old structures and establishing new ones with sharing of 

new realities, actions and practices securing the unequivocal support of the stakeholders of the 

organisation (Du Plessis, Hobbs, Marshall, Paalvast, 2008). 

 

2.6 Leaders and their vision for training, education and development of staff 

One of the most prominent characteristics of a leader is the desire to develop a clearly articulated 

and appealing vision for the organisation. To adopt or develop a new sense of direction (vision) 

that others will find compelling and exciting. Quality leaders are sometimes ñmeasuredò by their 

vision. Vision is a commodity of leaders, someone who channels the collective energies of 

employees in the organisation in pursuit of a common vision and who has a clear vision of the 

future state of the organisation (Northouse, 2001).  

Once this is clearly identified and defined by the leader, training, development and education, 

among others, can be scheduled for their staff members. Training could include a programme to 
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help employees fit in the direction of the organisation and to create a new coalition of employees 

who would be compatible with the new vision. Leaders could further do a number of things to 

sharpen their employeesô skills and increase their body of knowledge through training and 

education.  

Knowing their strengths and weaknesses, values and norms leaders could use it as a window of 

opportunity for learning and development of their employees. In order to facilitate learning by 

members of the organisation, leaders could encourage subordinate managers to set longer time 

horizons in developing their employeesô careers and also aim the training and education towards 

developing their planning skills, awareness of trends and changes, new technology and so forth, 

to improve the organisationôs performance. Leaders must be committed to learning and 

relearning including consistent emphasis on education in the organisation to create the feelings 

of confidence and trust in them, according to Northouse (2001). 

 

3. Methodology 

The target population was the 500-600 businesses operating on Rosebank Road, Auckland, New 

Zealand. These are the physical locations listed on:  (1) the Roll of Rate Paying Businesses of 

Rosebank Business Association; (2) apnfinda intelligence data on businesses located on 

Rosebank Road; (3) Membership Directory of the Rosebank Business Association; and (4) 

Information collected by researchers in the field.  When we combined and de-duplicated the data, 

we arrived at 529 businesses in the Rosebank population of firms. We conducted face-to-face 

interviews with 102 companies within that population.  We used a 36-question questionnaire and 

employed random stratified cluster sampling. We divided the population into ñIndustryò and 

ñFirm Sizeò groupings to establish desired representative proportions based on Statistics New 

Zealand (2006).  

 We selected a random sample from the members of each grouping.  The grouping was treated as 

the sampling unit and analysis was done on a population of groupings.  If after polling we did not 

reach the required level of representation in a particular grouping, then we went back to that 

grouping for more respondents.  The sampling frame was owner-managers (and sometimes 

senior, non-shareholding managers) of firms within the Rosebank Business Precinct. This 

analysis is of firms, not individuals.  About a quarter of the respondents voluntarily agreed to be 

identified.   

4. Results 

4.1 Overview 

A total of 47% of the sample agreed to tell us their annual revenue or turnover.  The sampled 

companies comprised 33% manufacturing firms.  Wholesaling and retailing taken together 

accounted for 36% of the responding firms. More than two thirds (78%) of the presondents had 

less than twenty employees. Rosebank managers/leaders are predicting a steady rate of 

employment.  The biggest decline in employment over the medium term is in sales and service (-

34%). Unskilled workers were next with -24.9% followed closely by clerical staff with -23.6%. 

The need for tradesmen (applied technologies and trades) is expected to increase sharply by 

+80.4%, followed by a gain for technicians at +23.1% and professionals 12.84%.  

 

4.2 Vacancies 

Skill shortages occur when firms are unable to fill vacancies because of an insufficient number 

of job seekers with required skills and so differ from recruitment difficulties and skills gaps.  We 

looked at anticipated vacancies, ease or difficulty of recruiting, the channel used for recruitment, 
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and differences by job category.  Of the respondent firms that had vacancies, 68.75% had 

vacancies for up to 3 months and 31.24% vacancies for up to 6 months. The highest level of 

anticipated vacancy was for tradesmen, with 25.1% of businesses reporting the need for more 

qualified tradesmen.  This is followed by the need for sales and service staff at 21.8%. The need 

for technicians was 12.5%, followed by unskilled at 9.9%.     

 

4.3 Recruitment methods 

Our research shows that the most frequently used recruitment method overall was word of 

mouth, but its ñpower scoreò was mid-rank.  It was successful only for the lower job categories.  

Recruitment agencies were the most powerful by this measure.  They were used for every type of 

employee but were most successful for tradesmen and machine operators, less so for 

management. Table 1 below summarises it. 

 

Table 1: Use and success rates of recruiting channels 
  Percent of firms 

who used this 
channel  

Failure rate Success rate 

Word of Mouth 27.6% 69% 31% 

Recruitment Agencies 25.3% 59% 41% 

Web/Online 21.1% 67% 33% 

Media channels 19.9% 60% 40% 

WINZ 4.2% 73% 27% 

Trade fair 1.9% 100% 0 

 

Web/online was just behind recruitment agencies (see Figure 1 below).  Media channels had 

mid-rank score, were used frequently but were not at all successful for unskilled workers and 

machine operators.  Work and Income New Zealand was excellent for unskilled workers and 

helpful for technicians but not at all useful for the other categories.   

 

Figure 1: How successful was Web/online for different job categories? 

 
When asked to describe the top education and training needs that they had over the next three 

years, respondents could choose more than one category and most respondents chose several 
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categories (see Figure 2 below). The top needs of Rosebank businesses were:  Management/ 

strategy/ operations/ sales & marketing; Applied technology and trades; Computing & 

information technology; followed by Accounting, finance and law.  A relatively new training 

need deserves special mention: ñDeveloping a Green Businessò. Twenty-two percent of 

respondents mentioned this as a need over the next 3 years. From our research it can be deduced 

that word of mouth, recruitment agencies and e-recruitment (Web/online) were the most used 

forms of recruiting. 

 

Figure 2: Where are Rosebank Precinctôs training needs over the next 3 years? 

 
4.4 Training Costs 

We explored the leading concerns of our sample firms.  Employee retention was the most 

important of all issues, with 81% saying that this issue was either most important or important.  

Sixty-nine percent said that having the available skills was either most important or important.  

Thirty-nine percent of respondents were concerned about training costs.  More than half of 

respondents (58%) said that staff recruitment was the main concern over the next 3 years.  Fifty-

two percent of respondents mentioned availability of training.  Training can help organisational 

survival, improve employee performance, raise bottom lines, and be rewarding to people for 

having more skill and KSAs.  Nearly half (46.9%) said that they could not afford any money for 

training.  

 

4.5 Importance of training 

Only 41% of the respondents said they already undertook training whilst 57% had nothing. Of 

those who already have training were asked to describe that training.  This ranged from simple 

Occupational Health and Safety (OHS) training to more in-depth and expensive professional 

training for leaders. Respondents included project management, time management, sales, IT 

training, electrical trade, food and hygiene, fire safety, first aid, warehousing, logistics, security, 

inventory management, competitor intelligence, trade certification, business coaching, and traffic 

management in their management training.  When our respondents were asked why they had no 
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training, 46% said it was because they did all of their own training on the job. The greatest 

source of training was shop floor training at 71%.   

 

4.6 Training needs 

We sent researcher teams back to interview 15 companies who had agreed to be identified and 

have a second-round in-depth interview.  The purpose was to gain deeper insight into their 

leadersô attitude and willingness towards training, education and development of their workforce. 

The following was found:   

¶ There are many who expressed unsupportive attitudes toward training and education.  

Many Rosebank leaders/owners/managers are self-made school drop-out entrepreneurs 

and they may have a suspicion of education and training. 

¶ There is increasing recognition that the ñheadhuntingò of trained staff is affecting 

everyoneôs business.   

¶ A deeper analysis of reasons for no training throws suspicion on cultural aspects such as 

motivation, education and expectations from a working life. 

¶ There is an awareness of the need for a specialised labour force.   

¶ There is a lot of awareness of the globalisation of the economy and how New Zealand 

business should respond, particularly to China and the recent Free Trade Agreement 

signed between New Zealand and China.   

¶ There is a lot of grumbling about compliance costs (e.g. the labour cost and other 

expenses incurred in complying with national tax laws and other rules). 

 

7. ROSEBANK AND EDUCATIONAL INSTITUTI ONS LEADERôS ROLES  

At the end of this endeavour, taking into account all the data collected and the analysis carried 

out, we allow ourselves to make some statement about the principal policy levers that Auckland 

City Council might employ to affect training and education in Rosebank. 

¶ Nearby academic and training institutions are not communicating well enough with 

Rosebank.  They need to be informed of Councilôs strategic considerations as it relates to 

training and education as to a knowledge-based, innovation-centred Rosebank.  

¶ It may be appropriate to consider property incentives for limited co-location of businesses 

with universities and polytechnics by bringing together prime prospects and stakeholders 

and by providing land and infrastructure requirements.   

¶ Take a ñTop Threeò approach to training: Computing/IT; Management & Accounting; 
and Applied Technologies.  These are the top training needs identified on Rosebank Road 

today and for the near future.   

¶ Council can encourage networking between leaders in educational institutions and leaders 

in Rosebank businesses to better understand business needs, provide training, and revamp 

curricula to fit needs. 
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¶ Through role models and leadership, Council should undertake a campaign (contest?) to 

address prejudices, perceptions and awareness to make training attractive to New 

Zealanders  

¶ Young entrepreneurs from the surrounding communities should be supported through 

clubs and micro-funding.  This will prepare an enterprising generation to move into 

Rosebank in its time.  

 

8. SOME ADVANTAGES OF E-RECRUITMENT  

¶ The speed with which all activities takes place.  

¶ Applicants can register for seasonal work and whenever an opportunity arises they can 

be offered a position.   

¶ Employers can easily search for the person best suited for a particular job.  

¶ Helps hospitals to do web interviewing which again helps to screen out candidates who 

would be a waste of money and time if they go forward to the next level of the 

interviewing process.  

¶ Consistent information is obtained from all candidates as the same questions are asked 

to each candidate 

¶ Pre-screening software help recruiters to design individual online questionnaires for 

specific job requirements.  

 
9. SOME DISADVANTAGES OF E-RECRUITMENT  

¶ The main problem is the query key; most of the users search through hundreds and 

thousands of jobs for a particular query and that overloads the system  

¶ Whether everything is done according to the relevant legislation such as to comply with 

their Privacy Act.  

¶ It is not quite so useful for the jobs in the local market. There is little point advertising a 

job on the Internet when the applicant needed should be from the local area  

¶ Everyone does not have access to Internet; it might not reach all potential candidates. 

¶ E-recruiting releases plans to their opposition.   

 

10. RESEARCH QUESTION ANSWER 

The advent of e-recruitment has meant that the management of such a system changes.  

Traditionally management was focused on ensuring advertisements were ready for print to meet 

media deadlines. Part of this was the preparation for phone contact, and postal responses.  If 

electronic scanning was used this was hand fed into a scanner for comparison.  In its effort to 

shift to e-recruitment, The New Zealand Government is investing heavily in the e-recruitment 

market. To answer our research question for this article:  From where and what methods are used 

to recruit the right people (with the right KSAs) to fill vacancies? We can refer leaders to Table 2 

below: 
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Table 2: ñPowerò of Recruitment Channels 

Recruitment channel 

Recruitment 

agencies Web/Online 

Word of 

mouth 

Media 

channels WINZ 

Trade 

Fairs 

Machine operators 2 0 1 1 0 0 

Tradesmen 2 1 1 1 0 0 

Unskilled 1 0 1 1 2 0 

Technicians 2 1 1 1 1 0 

Sales & service 1 2 1 1 0 0 

Clerical 1 2 1 1 0 0 

Management 1 2 0 0 0 0 

Professionals 1 2 0 0 0 0 

ñPower scoreò 11 10 6 6 3 0 

2 = most successful recruiting channel for that job category 

1 = somewhat successful 

0 = not at all successful 

 

Our research shows that the most frequently used recruitment method overall was word of 

mouth, but its power score of 6 was mid-rank.  It was successful only for the lower job 

categories.  Recruitment agencies were the most powerful by this measure with a score of 11.  

They were used for every type of employee but were most successful for tradesmen and machine 

operators, less so for management. Web/online was just behind recruitment agencies with a 

power score of 10.  Media channels had mid-rank score of 6, were used frequently but were not 

at all successful for unskilled workers and machine operators.  Work and Income New Zealand 

was excellent for unskilled workers and helpful for technicians but not at all useful for the other 

categories.   

Turning it around and looking at the job categories, for tradesmen, media channels were used the 

most successfully.  Professionals were best recruited by Web/online and recruitment agencies.  

Tradesmen were best recruited through recruitment agencies and word of mouth; managers by 

web/online and recruitment agencies; technicians through recruitment agencies and WINZ; sales 

& service by web/online; machine operators by recruitment agencies, unskilled workers through 

WINZ; and clerical staff by web/online. 

11. Conclusion 

It is apparent that many firms in the Rosebank Business Precinct lack basic managerial, 

computing and technology skills. Training can help enterprise survival, improve employee 

performance, raise bottom lines, and be rewarding to people for having more skill.  

Pro-active leaders with the right leadership styles and vision are on the shortage list of most 

companies. Leadership is about originality, innovation, change and adaptation in new and 

original ways. Furthermore about seeking and defining opportunity and persuading people to 

change in non-coercive ways. Finally itôs about values and morals and transforming people and 

processes to productive effect. It also indicated that training should be targeted at leaders and 

management as well and advice should be given as to where and how to recruit the people with 

the right KSAs. At Rosebank, training challenges are primarily: leadership skills; computing 

infrastructure; business management; human resource development; market research; 

technologies and trade; and compliance with government regulations.  
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Local ontologies and epistemologies are two important ñpillarsò for leaders to build their 

leadership styles on. Leadership moves beyond the accepted body of knowledge of how to 

manage a process. Leadership may manifest itself through an idea either so compelling that it 

forces the formal structure to change permanently or until the idea has been pursued to its 

conclusion. Effective leadership is of necessity linked with positional authority in the current 

paradigm, and the application of leadership is temporary and specific to adaptation and change. 
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Abstract 

To achieve their own targets the organizations must be able to attract, maintain and protect 

human resources. The tendency to leave the job is one of the most important challenges that 

make it difficult for the organization to achieve these goals. The aim of current research is to 

identify and prioritize the effective factors on nursesô intention to leave their jobs in Shiraz state-

owned hospitals. To this end, after reviewing the literature, the factors that influence on nurses to 

leave their jobs are identified and then the importance of each factor is determined by using 

FAHP. Further, the difference of the effects of various factors on male and female nursesô 

turnover is also studied. The results show that such elements like the management style, job 

identity, job importance, job security as well as salary and wages maintain high importance on 

nursesô turnover. Also it was specified that the resources adequacy, age, role conflict, and role 

ambiguity are less important in nursesô turnover. It is worth mentioning that the job and 

organizational factors are effective more on male nurses to leave their jobs while the effect of 

workplace and individual factors has no significant difference between male and female nursesô 

turnover.  

Key words: Turnover, Fuzzy Analytic Hierarchy Process (FAHP), Nurses.  

1. Introduction 

One of the basic problems the organizations have is their employeesô tendency to leave their 

jobs, particularly turnover of specialized and valuable personnel. Human resource managers and 

researchers consider leaving a job is costly and challenging and believe that when employees 

leave their jobs, the efficiency of the organization will decrease. For this reason, the employeesô 

turnover has made researchers and managers to pay a special attention to the issue, so that 

numerous researches have been carried out to identify the effective factors on employeesô 

turnover. Leaving a job can indicate high social costs are lost during employment, training, 

social capitals, replacement and large amounts of indirect costs and consequently it can have 

negative influence on morale and work efficiency of employees in the organization (Mitchell, 

1982). 

Considering the special characteristics of nursing, turnover in nursing that along with other 

medical professions is committed and responsible for maintaining life, providing health, 

preventing and controlling of diseases, treatment and rehabilitation of personal, family and 

society problems, is given a high importance in health and medical system(Fletcher, 2001). One 

of the issues related to nursesô turnover is the high costs of training. Today, one of the concerns 

in planning and budgeting is whether or not a project or plan is cost-effective to be developed or 

executed. If a work does not have the necessary and adequate efficiency in the society in terms of 
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economic and social conditions, certainly no manager or wise person and no planning body will 

incorporate it within its own plans. But there are some projects and plans that do not maintain 

economic efficiency but they are socially essential. It is obvious that the government invests in 

nursing and education of nurses, but if nurses who must serve for thirty years, quits his/her job 

after a few years, the economic resources of the country will be certainly subject to damages. 

Another important issue is that the number of nurses is less than hospital beds, and this shortage 

will impose double work on the nurses and will make them decide to leave their jobs.  

The main aim of this paper is to identify and determine the level of importance of those factors 

that are effective on job turnover. Since in the present research, the opinions of experts, 

specialists and interviewees are used in a qualitative manner and by linguistic expressions, the 

analysis of the opinions of the statistical population by non-fuzzy processes may be subject to 

criticism because it ignores the definite methods of ambiguity related to judgments by 

individuals and changes of their values when converted into figures. Upon using fuzzy concepts, 

we can apply linguistic expressions in the form of statements with natural conversational 

language in order to analyze the indices (Ching et al, 2005). So in this research the fuzzy 

approach is used.  

Considering the above and due to the importance of the nursing profession, in this research we 

will study and investigate the effective factors in replacement and turnover of nurses in Shiraz 

state-owned hospitals with a fuzzy approach and we will specify the importance of every 

individual factor. Also, we will make a comparison of the factors that influence on male and 

female nursesô turnover. We expect the authorities to consider the factors identified in this 

research in order to make necessary arrangements to reduce nursesô turnover and increase their 

tendency to continue service.  

 

2. Literature Review 

2.1. Employeesô Turnover  

Due to the importance of employeesô turnover, many researchers have been carried out in this 

regard (Shaw et al, 1998). Iverson (1999) argues that more than 800 researches have been done 

in this relation. Although many researchers have been done in this area, unfortunately they have 

not been able to specify what elements could affect on employees who choose to leave their jobs 

(Lee & Mitchell, 1994). A voluntary turnover shall impose huge costs on the organization. These 

costs may be either part of direct costs including costs of selection, recruitment, provisional 

employees and time management, or part of indirect costs like the costs of training, employeesô 

weakened morale, double work pressure on other employees and change of the quality of 

products and services presented by the organization (Dess & Shaw, 2001). Some capable 

employees leave the organization and are willing to work in another organization in order to find 

a better occupation when there are organizational changes and developments, for example when 

the organization has chosen to downsize itself (Jackofsky, Ferris & Breckenridge, 1986).  

However there is no standard and specified framework for understanding the reasons beyond 

leaving the jobs, but there are some factors already identified that have influenced on the 

employees to leave their jobs and many of the organizations use these factors in order to decrease 

their employeesô turnover rate(Kevin, Loan-Clarke & Wilkinson, 2004). These factors include 

job satisfaction (Hom & Kinicki, 2001), existing job opportunities (Kirschenbaum & Mano-
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Negrin, 1999), organizational policies (Meyer, 2001), justice and fair in payment of salaries and 

rewards (Aquino et al, 1997).  

In various researches, those factors that influence on employeesô job satisfaction and provide the 

ground for preserving them in the organization or motivating them to leave their service, have 

been identified. These factors, in general, are divided into 4 groups including organizational 

factors, workplace factors, nature of the work and individual factors. The organizational factors 

that lead to employeesô satisfaction and preserve them in the organization include salary and 

wages, promotions and organizational policies. The studies show that among organizational 

elements, salary is a determinant factor for job satisfaction, especially when this payment, from 

the employeeôs point of view, is just and fair. Also promotions and organizational policies are 

regarded as other effective organizational factors. Promotions including a positive change in 

salary, being under less administration, more challenges, more responsibility and freedom in 

decision-making, because promotion indicates the value of an individual for the organization, 

will increase the employeeôs morale. The existence of inflexible policies will provoke negative 

job feelings among the employees, while a flexible policy will set the ground for employeesô 

satisfaction (Morrell, 2002; Harrison, Phillips & Hardgrave, 2009).  

Among the workplace factors effective on job satisfaction and employee retention we can 

mention the administration process, team working and desirable work conditions. Wherever the 

administrators have a supporting and friendly behavior with employees, job satisfaction will also 

increase. The size of the group and the quality of personal interrelations within the group, play an 

important role in satisfaction of the employees. The larger the working group, the lower job 

satisfaction, because the personal interrelations will become more weakened and the feeling of 

unification is more faded away and it finally becomes difficult to identify individuals. Also the 

team working is regarded as a supportive-emotional system for employees. If people in the group 

have similar social characteristics, they will create an atmosphere under which job satisfaction is 

provided and in this way their tendency to quit their jobs will become more weakened. The more 

favorite working conditions, the more satisfaction for the employees, because in desirable 

working conditions, better physical and mental peace are provided for the individual (Tharenou, 

1997; Harrison et al, 2009).  

The nature and characteristics of the work will intrinsically play an important role in determining 

the level of job satisfaction. The contents of a job have two dimensions. The first dimension is 

the scope of the job which includes degree of responsibility, work measures and feedback. The 

wider these factors, the wider job scope, and this by itself will provide job satisfaction. The 

second aspect is diversity at work. The studies show that an average diversity at work is more 

effective. Broad diversity will create ambiguity and stress and on the other hand low diversity 

will create monotony and fatigue, finally leading to job dissatisfaction and employeesô turnover 

(Cotton & Tuttle, 1986). Employees have always avoided the role ambiguity and conflict. 

Because if the employees are not familiar with the work they do and what they expect from it, 

they will be never be pleased and satisfied and this will set the ground for their turnover 

(Harrison et al, 2009; Cotton & Tuttle, 1986).  

Just as workplace factors, organizational factors and nature of the work that are determinant 

factors in job satisfaction and employeeôs turnover, personal factors including individualôs 

characteristics and personality also play an important role in this area. Those people, who 

generally have a negative attitude, always complain about everything related to the work. They 

always look for an excuse to complain. Age, seniority and job experience greatly impact on job 
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satisfaction. Those employees who are older and have longer records in the organization expect 

to be more satisfied with their work. There are also some specific personality attributes that will 

increase job satisfaction (Harrison et al, 2009).  

Considering the studies carried out, there is an indirect relation between the degree of job 

satisfaction and work desirable conditions with job turnover. Researches also show that there is a 

direct and relatively powerful relation between access to alternative job opportunities and 

turnover (Ranayee, 1995). The study of effective factors on employeesô turnover intention has 

revealed that such factors like job satisfaction, workplace, salary and wages highly influence the 

employeesô turnover. Also it has been specified that independency may to some extent influence 

the employeesô tendency to leave their jobs (Kakayee-Mavayee, 2008). The results of researches 

have shown that the organizational factors influence on job factors of the employees and the job 

factors are influenced by organizational factors and both these factors influence on employeesô 

turnover (Harrison et al, 2009).  

After studying the research background, the research analytical model is presented in Figures (1) 

in the Appendix.  

 

2.2. Fuzzy Analytic Hierarchy Process (FAHP)  

Fuzzy AHP methodology is designed to an alternative selection and justification problem by 

integrating the concept of fuzzy set theory and hierarchical structure analysis. The use of fuzzy 

methodology allows the decision maker to incorporate both qualitative and quantitative data into 

the decision model. For this reason, decision makers usually feel more confident to give interval 

judgments rather than fixed value judgments. In this approach, triangular fuzzy numbers are used 

for the preferences of decision support system for locating a new convenience store. Mikhailov 

(2002) applied the AHP method in conjunction with fuzzy preference programming approach for 

partnership selection problem in establishment of virtual enterprises. Yu (2002) incorporated an 

absolute term linearization approach and a fuzzy rating expression into an AHP-goal 

programming (GP) model for solving group decision making fuzzy AHP problems by employing 

the property of GP to treat a fuzzy AHP problem (Bu¨yu¨ko¨zkan, 2004).  

The outlines of the extent analysis method on fuzzy AHP (Chang, 1992, 1996; Zhu et al., 1999) 

can be summarized as follows:  

Let X={x1, x2, . . . , xn} be an object set, and U ={u1, u2, . . . , um} be a goal set. According to the 

Changôs extent analysis method, each object is taken and extent analysis for each goal gi is 

performed, respectively. Therefore, m extent analysis values for each object can be obtained and 

shown as follows (Percin, 2008): 

niMMM m
ggg iii

,....,2,1;,,, 21 =2
 

where all the ), . . . ,m, ;(j = 
j

i
g

M 21   are triangular fuzzy numbers (TFNs) whose parameters are l, 

m, and u. They are the least possible value, the most possible value, and the largest possible 

value respectively. A TFN is represented as (l,m,u). The steps of the extent analysis method can 

be given as follows (Bu¨yu¨ko¨zkan, 2004): 

Step 1: The value of fuzzy synthetic extent with respect to the ith object is defined as: 
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Then, the inverse of the vector in equation is computed as: 
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Finally, to obtain the Si, we perform the following multiplication: 
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Step 2: The degree of possibility of )( kSiSV ²  where  ),,( iuimiliS = and ),,( kukmklkS =  (Chan & 

Kumar, 2007):
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Step 3: The degree possibility for a convex fuzzy number to be greater than k convex fuzzy 

numbers ki
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Step 4: After normalization (the elements of each column is divided by the sum of that column 

and the elements in each resulting row are added and this sum is divided by the number of 

elements in the row), the normalized weight vectors are obtained as follows: 

))(),...,
2

(),
1

((
n

AdAdAdW=  

 

3. Research Methodology  

This survey is a descriptive and applied research. The following steps have been taken. 

 

3.1. Sample 

The population of the research includes nurses of Shiraz state-owned hospitals. After the initial 

survey on 30 nurses, the sample size was estimated at 180 nurses at the confidence level of 95%.  

 

3.2. Designing the research questionnaires  

In this research two questionnaires were used to gather data. The first questionnaire was 

designed to study the effect of recognized factors on turnover. The basis of responding is the 7-

point Likertôs scale and the second questionnaire was designed based on the concept of AHP in 

order to make a pair comparison of factors and elements. The basis of responding is shown in 

Table 1. 

 

3.3. Validity & Reliability of research tools  

In order to endorse the content and criterion validity, the university professors and experts were 

asked to express themselves about the items of each factor using the following terms: absolutely 

appropriate, appropriate, somewhat appropriate, inappropriate and absolutely inappropriate. 

Once the views collected, the validity of the questionnaire of our research was estimated at 

0.917. 

The factor analysis is also used to determine the questionnaire construct validity. The estimated 

KMO is 0.953, indicating the sufficiency of sample size. Factor loads were estimated more than 

0.5, so the questionnaire has an acceptable validity.  

The Cronbachôs Alpha was calculated for both every single dimension and the whole 

questionnaire in order to confirm the reliability of the questionnaire. All Alphas were higher than 

0.7 and this proved the acceptable reliability of the questionnaire. The results of calculations are 

shown in tables 2 and 3. SPSS and Excel applications were used to analyze data.  

4. Results 

4.1. Hypothesizes Testing 

In order to examine the influence of factors identified to have contributed to the turnover of 

nurses, every factor and element has been attributed a hypothesis like hypothesis for individual 

factors. The factors and elements were then put to One-Sample T Test and the results are shown 

in Tables 4 and 5.  

H0: Individual factors are not influential on the turnover of nurses.    4: ¢mAH  

H1: Individual factors are influential on the turnover of nurses.        4:1 >mH  
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According to the results, it is clear that all factors are influential on the turnover of nurses and we 

will discuss them in terms of their priority by using FAHP. 

Moreover, in a bid to examine the significance differences between the influence of the four 

factors on the turnover of male and female nurses, we have used Independent-Samples T Test. 

To that effect, a number of hypotheses have been defined similar to those defined for individual 

factors.  

H0: Individual factors are equally influential on the turnover of male and female nurses. 

21: mm=AH  

H1: Individual factors arenôt equally influential on the turnover of male and female nurses. 

211 : mm¸H  

The results indicate the influence of job factors on men and women is significantly different with 

these factors leading men rather men to leave job. However, workplace and individual factors 

show no significant difference in terms of their influence on the turnover of nurses. In addition, 

organizational factors further influence men as far as their turnover is concerned. The results are 

available in Table 6.  

 

4.2. Evaluation of priority weights of factors and elements 

4.2.1. Evaluation of priority weights of factors  

Pairwise comparison between the four organizational, job, individual and workplace factors has 

been done with an AHP fuzzy approach and calculated by Changôs extent analysis method in 

view of determining the significance of factors contributing to turnover. The following weights 

are produced after geometrical mean of the fuzzy numbers of all samples is computed.  The 

results are shown in table 7. 

The results in Table 7 and FAHP steps help calculate the weights for the four factors. 

Steps1:  Evaluation of the value of fuzzy synthetic extent 

)20.6,90.4,76.3()59.1,14.1,74.0()2,5.1,1()61.1,26.1,97.0()1,1,1(4
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1 )077.0,061.0,047.0()( i j
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where S1, S2, S3 and S4 indicate job, individual, workplace and organizational factors, 

respectively. 

)480.0,297.0,177.0()077.0,061.0,046.0()20.6,90.4,76.3(1 =Ã=S  

)361.0,219.0,139.0()077.0,061.0,046.0()65.4,63.3,97.2(2 =Ã=S                                                           

)34.0,207.0,126.0()077.0,061.0,046.0()38.4,38.3,74.2(3 =Ã=S  
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)453.0,273.0,161.0()077.0,061.0,046.0()85.5,52.4,42.3(4 =Ã=S
 

Step 2. The degree of possibility of )( ki SSV ²  

1)( 21 =²SSV                  1)( 31 =²SSV                                    1)( 41 =²SSV  

72.0)( 12 ==²SSV                         1)( 32 =²SSV                                    461.0)( 42 =²SSV  

673.0)( 13 =²SSV                         960.0)( 23 =²SSV                            73.0)( 43 =²SSV  

92.0)( 14 =²SSV                           1)( 24 =²SSV                                   1)( 34 =²SSV  

Step 3. The degree possibility for a convex fuzzy number to be greater than k convex fuzzy 

numbers 

1))(),(),(min(),,( 4131214321 =²²²=² SSVSSVSSVSSSSV  

461.0))(),(),(min(),,( 4131124312 =²²²=² SSVSSVSSVSSSSV  

673.))(),(),(min(),,( 4323134213 =²²²=² SSVSSVSSVSSSSV  

92.0))(),(),(min(),,( 3424143214 =²²²=² SSVSSVSSVSSSSV  

Step 4. The normalized weight vectors 

)300.0,220.0,150.0,330.0()92.0,673.0,461.0,1( =Ý=¡ NWW
 

 

4.2.2. Evaluation of priority weights of elements  

Similarly, the views of respondents about the pair comparison of the elements are collected 

before the elements are attributed their weight through geometrical mean.   

The normalized weight vectors of job factors: )101.0,124.0,071.0,042.0,052.0,101.0,108.0,199.0,202.0(  

The normalized weight vectors of individual factors: )217.0,371.0,279.0,133.0(  

The normalized weight vectors of workplace factors: )209.0,185.0,369.0,237.0(  

The normalized weight vectors of organizational factors: )139.0,052.0,129.0,144.0,124.0,211.0,201.0(  

 

4.2.3. Evaluation of final priority weights of elements  

By multiplying the weight of each factor by that of the elements of the same factor, the final 

weight is calculated. The results are in Table 8.  

5. Conclusion  

The findings of this survey show that all 24 recognized factors are effective on turnover. Among 

four factors influencing the nursesô turnover, the job factors are the most important. The 

organizational factors, workplace and individual factors, respectively stand in the next orders. 

Among different parameters studied in this research, the management style as one of the 

organizational factors has the highest influence on nurses to leave their jobs. Also the job 

identity, job importance, job security and salary and wages are among those instances that highly 

influence the turnover of those working in this profession. In this study, it was specified that such 

factors like resources adequacy, age, role ambiguity and conflict do not have significant 

influence on nursesô turnover. Among other results of this research we can mention that job 

factors have more influence on turnover of male nurses. But the effect of workplace and 
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individual factors do not have a significant difference between male or female nursesô turnover. 

Also the effect of organizational factors on male nursesô turnover is more than female nurses.  

According to the findings of this research, it is recommended that with establishing a correct way 

of participatory and supportive and not imperious leadership and administration and creating job 

security for nurses, we can set the ground for them to be more motivated to continue their 

service. Taking into consideration the difficulties of the nursing profession, it is recommended 

that the salary and wages paid to nurses to be increased. Further appreciating this valuable 

profession and recognizing its real position in medical professions will lead to retention of nurses 

in the working environment.  
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Appendix 

 

 

 

 

 

 

 

 

 

 

Figure 1: Research Analytical Model 

 

 

Table 1: Linguistic Variables  

TFNs Linguistic Variables 

(5/2,3,7/2) Absolutely more important 

(2,5/2,3) Very strongly more important 

(3/2,2,5/2) Strongly more important 

(1,3/2,2) Weakly more important 

(1/2,1,3/2) Equally important 

 

Table 2: Reliability Statistics 

Cronbach's alpha Scale 

0.967 Questionnaire No. 1 

0.932 Job Factors 

0.880 Workplace Factors 

0.841 Individual Factors 

0.942 Organizational Factors 

 

Table 3: KMO and Bartlett's Test  

.953 KMO 

3862.535 Chi-Square 

276 df 

0.000 Sig. 

 

 

 

 

 

 

 

Workplace Factors 
 

¶ Job vacancy  

¶ Management style  

¶ Team working 

¶ Desirable working conditions 

 

Organizational Factors 
 

¶ Salary and wages 

¶  Job security  

¶ Rewards fairness 

¶ Promotions  

¶ Managersô satisfaction  

¶ Resources adequacy 

¶ Organizational policies 

Job Factors 

 

¶ Job identity  

¶ Job importance  

¶ Independency 

¶ Diversity  

¶ Role conflict  

¶ Role ambiguity 

¶ Role clarity  

¶ Responsibility  

¶ Feedback 

Individual F actors 

 

¶ Age  

¶ job experience 

¶ Seniority  

¶ Attitude 

Nursesô Turnover 



      ijcrb.webs.com 

      INTERDISCIPLINARY JOURNAL OF CONTEMPORARY RESEARCH IN BUSINESS 

 

COPY RIGHT  © 2010  Institute of Interdisciplinary Business Research                               

 
35 

 
 

NOVEMBER 2010 

VOL 2, NO 7 

 

Table 4: Results of testing 4 factors 

Result Sig df t Mean Factors 

H0 Rejected 0.000 179 15.238 5.6006 Job Factors 

H0 Rejected 0.000 179 17.171 5.7667 Workplace Factors 

H0 Rejected 0.000 179 20.258 5.9236 Individual Factors 

H0 Rejected 0.000 179 18.450 5.8746 Organizational Factors 

 

Table 5: Results of testing elements 

Result Sig Df t Mean Elements 
H0 Rejected 0.000 179 12.922 5.6667 Job identity  

H0 Rejected 0.000 179 10.768 5.5556 Job importance  

H0 Rejected 0.000 179 8.680 5.1722 Independency 

H0 Rejected 0.000 179 12.446 5.7111 Diversity  

H0 Rejected 0.000 179 14.409 5.8000 Role conflict  

H0 Rejected 0.000 179 12.759 5.5389 Role ambiguity 

H0 Rejected 0.000 179 12.302 5.5833 Role clarity  

H0 Rejected 0.000 179 13.281 5.7056 Responsibility  

H0 Rejected 0.000 179 13.428 5.6722 Feedback 

H0 Rejected 0.000 179 11.303 5.4833 Age  

H0 Rejected 0.000 179 16.346 5.7778 job experience 

H0 Rejected 0.000 179 15.230 5.8556 Seniority  

H0 Rejected 0.000 179 16.639 5.9500 Attitude 

H0 Rejected 0.000 179 14.617 5.7000 Job vacancy  

H0 Rejected 0.000 179 17.914 6.0444 Management style  

H0 Rejected 0.000 179 15.518 5.8056 Team working 

H0 Rejected 0.000 179 18.644 6.1444 Desirable working conditions 

H0 Rejected 0.000 179 17.285 5.9944 Salary and wages 

H0 Rejected 0.000 179 16.989 6.0056 Job security  

H0 Rejected 0.000 179 17.675 5.9889 Rewards fairness 

H0 Rejected 0.000 179 14.702 5.7389 Promotions  

H0 Rejected 0.000 179 12.982 5.4944 Managersô satisfaction  

H0 Rejected 0.000 179 15.568 5.9278 Resources adequacy 

H0 Rejected 0.000 179 16.144 5.9722 Organizational policies 

 

Table 6: Results of testing significance differences between male & female nurses 

Result Sig Df Mean Gender Factors 
H0 Rejected 0.015 178 5.3980 Female Job Factors 

 
5.9190 Male 

H0 Accepted 0.343 178 5.6886 Female Workplace Factors 

5.8893 Male 

H0 Accepted 0.097 178 5.7977 Female Individual Factors 

6.1214 Male 

H0 Rejected 0.044 178 5.7117 Female Organizational Factors 

6.1306 Male 
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Table7: Geometrical mean of pairwise comparisons 

Organizational 

Factors 

Workplace 

Factors 

Individual 

Factors 

Job 

Factors 
 

(0.74,1.14,1.59) (1,1.5,2) (0.97,1.26,1.61) (1,1,1) Job Factors 

(0.63,0.87,1.26) (0.72,0.96,1.36) (1,1,1) (0.62,0.79,1.04) Individual Factors 
(0.50,0.67,1) (1,1,1) (0.74,1.04,1.38) (0.50,0.67,1) Workplace Factors 

(1,1,1) (1,1.5,2) (0.74,1.14,1.59) (0.63,0.87,1.26) Organizational Factors 

 

Table8: Final scores of elements 

Final  

scores 

Elements 

weight 

Factors 

weight 

Elements Factors 

0.06666 0.202 

0.330 

Job identity  

 

 

 

Job 

Factors 

 

0.06567 0.199 Job importance 

0.03564 0.108 Independency 

0.03333 0.101 Diversity 

0.01716 0.052 Role conflict 

0.01386 0.042 Role ambiguity 

0.02343 0.071 Role clarity 

0.04092 0.124 Responsibility 

0.03333 0.101 Feedback 

0.01995 0.133 

0.150 

Age  

Individual 

Factors 

 

0.04185 0.279 job experience 

0.05565 0.371 Seniority 

0.03255 0.217 Attitude 

0.05214 0.237 

0.220 

Job vacancy  

Workplace 

Factors 

 

0.08118 0.369 Management style 

0.0407 0.185 Team working 

0.04598 0.209 Desirable working conditions 

0.0603 0.201 

0.300 

Salary and wages  

 

 

Organizational 

Factors 

0.0633 0.211 Job security 

0.0372 0.124 Rewards fairness 

0.0432 0.144 Promotions 

0.0387 0.129 Managersô satisfaction 

0.0156 0.052 Resources adequacy 

0.0417 0.139 Organizational policies 
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Abstract 

The construction and development of housing could be best described as an antidote that propels 

the wheel of economic development of any nation. As we propose to transform the nationôs 

economy to join the committee of twenty biggest worldôs economy in the year 2020, the issue of 

projecting project management practices as a policy thrust in insuring success in building 

implementation process must be emphasised to prevent the rate at which building construction 

projects fail, collapse or are abandoned in the nationôs economy. The eminent problem is not 

only sensitizing  public and private sector active participation in housing delivery and promoting 

the culture of funding building projects in Nigeria but to ensure building construction success by 

applying project management tools to the implementation process. The aim of this paper is to x-

ray the role of project management in building construction and development in Nigeria, to 

identify project management constraining factors to successful building construction in Nigeria, 

to examine how these constraints affect the goal of vision 20:2020 long-time project in housing 

construction and development in Nigeria and finally, to find solution to the constraining factors 

that might jeopardise the realization of the orchestrated vision (if it is not the usual fake and 

shadow oriented mission) in building construction and development in Nigeria.  

Keywords: Project Management , Indexes,  Policy , Thrust , Realization , Vision , Housing 

Construction , Development , Nigeria 

 

1. Introduction  

The rate at which building construction projects fail, or are abandoned, and the collapse of 

buildings, some even under construction, is retrogressive in a developing economy like Nigeria.  

When there is a problem of building development failure, abandonment or collapse, everybody 

looks up to the engineers who in their professional pride and personality ego accept the blame 

but could not un-ravage the menace. The answer to project failure, abandonment, and collapse of 

building construction lies in the identification of the project management profession and 

according it a policy thrust status as the only apparatus to the solution of the glaring  problem. 

Building development Project execution often involves substantial funds, the loss through failure 

or abandonment, has a crippling effect on the capabilities of the investors and the financiers 

because once a decision is taken to execute a project, scarce resources are tied down for a long 

time. The project may also be the only future hope of the client; therefore he may expect nothing 

 

  Listed in ULRICHõS 
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but success. Efficient project management is very important especially in the building 

construction industry which if ranked among other economic sectors may not fall above fourth in 

terms of inter-sector linkages. The importance of this sector as an agent of development is 

enhanced by its ability to provide gainful employment for the worldôs teeming population.  

According to Roy (2005) ñit is evidenced that noticeable development and the aesthetic 

transformation of the environment is bound up with and predicated on the building construction 

industryò. Building construction industry is a major factor in the social and political integration 

of the society and ranks as one of the major budgetary areas of developing economies 

(Nwachukwu, 2008). The building construction industry is proven to be the corner stone and 

bedrock of rapid economic growth of any nation (Bhavesh, 2006). The products of construction 

industry are desired mainly for the services which they help to create as most business, social, 

religious, economic, industrial activities etc operate on building infrastructure (Nwachukwu, 

2008). According to Eric, (2003), ñthe industry is likely to remain a major area of development 

activity as the need for the provision and replacement of infrastructure become more important in 

the years aheadò. As we have seen that building development sector of the construction industry 

is a catalyst, a rock, and the strongest base for rapid economic growth, to this end, it becomes 

very imperative to identify the face behind the mask of this ugly trend that for decades has been 

clouded in mystery. This issue is very important now if we critically analyze the quantum of 

resources wasted and its negative impact to the Gross Domestic Product(GDP) of the nationôs 

economy. For the fact that building development process employs both professionals and non-

professionals from all the fields of life, is an indication that this sector has a geometric 

progression effect on the economy. This means that success will reflect the sector as an engine of 

growth but failure a catastrophe. Therefore, seeing  the indispensable role of building 

construction developments and the projected losses to the economy, we call on the national 

assembly to enact law that will include proper project management of building developments as 

a major policy thrust if we must actualize our vision 20:2020 economic dream. The major 

objective that prompted this research paper is to find out how building development projects in 

Nigeria can best be managed for success by identifying proper project management as the key. 

To examine the role of a project manager and the application of project management tools in  

planning, tracking resource smoothing in building construction projects to ensure success. To 

identify various factors constraining project management of building construction 

implementation process using systems theory in both public and private sector in Nigeria. And 

finally, to proffer solutions on how to reduce and if possible eliminate these success constraints 

in realizing building development projects as a sure road map to actualizing vision 20:2020 

developmental target of the nation.  

2. The Problem  

The performance of any building development project (be it public or private) depends on the 

strategy for success adopted by the organization responsible for its implementation and 

execution. The strategies for success in any building project are implemented in the management 

of the Project Time, Cost, Quality and Material management related issues. In most cases, both 

public and private building construction projects are hardly completed on time, within cost, 

quality and material specifications. New buildings and newly rehabilitated or maintained  

infrastructure become decrepit and wrecked within a few months of commissioning despite the 

capital commitments on them. Most buildings or structures that collapse even during 

construction in Nigeria are not only public structures. As public projects in the construction 

industry contribute to the gross domestic product (GDP), so also does the private sector 
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construction. Any effort towards re-engineering the management strategies of the two sectors 

will make a very significant impact in the nationôs rapid economic growth.  

 
The major problem lies with the inability to accept and  accord project management profession 

or practices its rightful position as a policy thrust and as the engine capable of transforming the 

fabricôs of the nationôs economy through successful implementation of building development 

projects. 

 

3. Project Management 

The semantics of the definition of project management cannot be fully comprehended without a 

brief attempt to define the two major components ñProject and Managementò. 

 

3.1 Project 

According to Ntamere, (1995)  a Project is a discrete package of investment or endeavour, policy 

measures and institutional and other activities  designed to achieve a specific objective or set of 

objectives within a designated period and involving the commitment of resources. To 

Osuagwu,(1997) a project simply means a series of related activities with a goal, a beginning, 

and an end. Hemuka, in his wisdom in an unpublished lecture, described a project as a form of 

investment or development which entails the injection of scarce resources, and other materials 

including land with the aim of realizing its latent potentials in form of yield, or for satisfying 

other social or economic benefits. A project is simply defined as any sequence of events or 

process which entails the putting together of different resources towards the attainment of a 

particular goal. A project can be distinguished by the following characteristics: 

i. There must be a well articulated aim, goal or screened objective. 

ii.  A life cycle with a starting and ending points. 

iii.  It must have a network of timed and cost activities to produce a specified product. 

iv. The endeavour must be unique and non-repetitive and one time program. 

v. It may cut across many organizational lines. 

vi.  Lastly, it may require the establishment of a special organization for its execution. 

Building development is a good example of a project while project abound in all other 

sectors of human endeavour including Event Planning and Control. 
 

 

3.2 Managment 

According to Thorncroft,(1965), management is simply defined as ñplanning, directing, 

controlling and co-ordinating of interest in land with the ultimate aim of achieving maximum 

benefitò. In the view of Baridam, (2002), management literally means getting thing done through 

and with people, which has to do with the planning and directing of effort toward a common 

objective. The traditional functions of a manager reflect the activities involved in managing, 

planning, decision-making, organizing, staffing, leading, motivating and controlling. These 

functions constitute a circle of action in which each component leads to the next. Since building 

development project execution involves a consortium of various professionals; Architect, 
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Engineers, Quantity Surveyors, Builders, Estate Surveyors, Urban and Regional Planners, etc it 

will be disastrous if there is non to co-ordinate their interest and roles as major stakeholders, 

together with other non-professionals and the client. The man to do the job is the project 

manager.  

Project Management involves the proper welding together of the activities of all these 

professionals and non professionals by careful selection, co-ordination, programming, budgeting, 

monitoring their activities during the developmental process. The sequential steps in project 

management include: 

i. Defining the objectives of the project. 

ii.  Determining the task required to complete it. 

iii.  Decide on important project milestone. 

iv. Determine the duration of projects component tasks. 

v. Plan the most efficient organization of tasks. 

vi. Allocate resources to tasks. 

vii.  Re-evaluate tasks relationships and schedules and finally carry out the project. 

Project management is therefore, justified as a means of avoiding the ills inherent in building 

development, the entire construction industry and production sectors of the economy and for 

which reasons most projects fail,  collapse or are abandoned. The project managers role arises 

from the need for a technical expert to take charge, control of events on the project 

implementation process, someone who understands the intricacies of co-coordinating, 

controlling, and directing the efforts and activities of the professional team and the physical 

problems of implementation process with the needs in the decision making process. The success 

of any project implementation process in the construction industry in the public and private 

sectors depend largely on the project managerôs concept on staff appointments and control, strict 

monitoring of time, cost, material, quality and environmental constraints. However, developing 

countries still suffer project failures traceable to project management factors.  

 

4. PROJECT SUCCESS, FAILURE, ABANDONMENT AND COLLAPSE OF 

BUILDINGS  

It is imperative to understand the above terms for us to really appreciate the functions of project 

management and the role of a project manager in actualizing project management goals. 

 

4.1 Project Success 
According to Cleland et al (1975),  a project is termed successful if it passes four success test 

criteria i.e. the time criterion ï completed on time; the cost or money criterion ï completed 

within budget; the effectiveness criterion ï completed in accordance with the original set 

performance and quality standards; and clientôs satisfaction criterion ï accepted by the intended 

users or clients whether the client is internal  or from outside the organization. The above success 

criteria call for successful project implementation by the utilization of proven management 

techniques of planning, organizing, directing and control. The issues on life cycle management, 

time management, conflict resolution and management, networking, contracts management, 

project choice and project quality are the key factors that contribute to project success. Effective 

project choice, for example, which results in a good project selection, greatly improves the 

probability of project success especially when the project is executed in accordance with project 

management implementation guidelines. The Critical Path Method (CPM) and Programme 

Evaluation and Review Techniques (PERT), for example, contribute a lot to project success as 
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they foster a great discipline through definition of project scope, time scale/schedule and cost. 

Empirical evidence, however, suggests that the importance of networking is far overweighed by 

the contribution of other project tools, which include work breakdown structure, life cycle 

planning, systems engineering, configuration management and status reports. 

Networking contributes to better cost and schedule performance but not necessarily to better 

technical performance and better client acceptance. Perceived success is more adequately defined 

as meeting the projectôs technical specification or mission while at the same time attaining a high 

level of satisfaction on the part of the organization, clients, users and the project team (Beker et. 

el, 1988) . The end product must perform satisfactorily in service. This means that parties 

associated with and affected by a project should be satisfied at the same time that the good cost 

and schedule performances are realized. Effective project success therefore requires a judicious 

trade-off amongst the four tests or success factors of timeliness, completion within the budget, 

satisfaction in technical performance, and client or customer acceptance. 

 

4.2 Project Failure 

Project failure is illustrated by a failure to achieve the four success criteria and is manifested by 

the lack of application of proven project management techniques.It does not mean that the 

project may not have been physically completed but the question is when is the completion? Is 

there any time or cost overrun? Is the quality specified standard achieved? Can it stand the test of 

time? Can its potential be maximally realized? Is the client and end-user satisfied? If the client is 

proposing another project, can he insist on working with the same team? If the answers to the 

above questions are in the affirmative, the project is termed successful but if otherwise it means a 

failure. 

 

4.3 Project Abandonment   

Project abandonment is the unplanned suspension of the work progress especially at the 

execution stage such as refusal or failure to complete a contract after practical completion time 

period. Abandonment and failed projects which are more predominant in the public sector litter 

every gamut of the nations environment including government quarters, university campuses etc. 

The phenomenon cuts across many economic sectors including the construction, 

manufacturing/industrial and service sectors. There have been cases when non-functional, 

unusable or unserviceable projects have been commissioned as ñcompletedò. A monumental 

economic loss is incurred in terms of heavy cost overruns, periodic waste of resources and 

projects that metamorphose into bottomless pits gulping scarce resources with no concrete 

completion time in sight. Several Federal Housing projects initiated at different periods, Health 

facilities especially primary health projects and divisional hospitals across the length and breadth 

of this country, these and more are eloquent testimonies of project abandonment and /or failure. 

This phenomenon would have been avoided or drastically reduced if judicious applications of 

project management principles were accepted and applied. Various reasons were given for the 

abandonment of the most projects in Nigeria. They include: escalation of project cost due to 

inflation, difficulty in payment to contractors due to government bureaucracy, contractors 

performing below expectation, frequent changes in government, inability of sub contractors such 

as those in charge of electrification to adhere to schedule, increase in the scope of work, change 

in pre-contract consultants such as architects, poor or ineffective project finance arrangement, 

change in the original design, indiscriminate award of contracts without reference to funds 

availability, projects completed but technically unsound and unable to function, materials 
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scarcity, poor planning or shoddy work by architects, consultants, etc specification of costly 

imported materials, increase in contract sums, poor project definition in terms of project 

requirements for materials, equipment, personnel, finance and other resources, correlates of 

effective project management, insufficient working capital, the ailing economy and general 

inflation. The above examples and the reasons adduced for project failure and abandonment can 

be traced to a number of factors including poor or no project appraisal, top management lapses, 

defective contract agreements and awards, and gross failure to apply project management 

techniques. Contracts for projects are awarded without adequate project planning which includes 

the costing and scheduling as well as the method for successful implementation. A mismatch 

often exists between project design and objectives on the one hand, and the implementation 

capacity of the agency or organization or ministry on the other. There is often a defective control 

system, and in some cases, the system of monitoring and evaluation may be completely lacking. 

Where projects are awarded on political considerations little or no attention is given to the 

recommendations of project appraisals, assuming that such specific studies are undertaken. 

 

Budgetary constraints occur frequently given the short tenure of governments, reordering of 

priorities or diversion of fund as time progresses. Project abandonment or failure is the inevitable 

outcome of the above mentioned scenario. Should the project be included in the new set of 

priorities, tremendous cost and schedule over-runs are highly probable because of likely changes 

in resource requirements, escalation in input prices and changes in the organization or 

implementing unit. This is aggravated by the fact that the contractor may have to deal with 

different óownersô or officials at different times during different stages of the project life cycle. 

Often, projects are completed not within budget, time, and technical specifications and within 

customer or client satisfaction. The projects are ñcompletedò but cannot function. All the above 

causes of project abandonment will be minimized or eliminated completely if a trained project 

manager is in charge from the conception stage. 

 

 

4.4 Building Collapse 

The collapse of building infrastructure, though prominent in developing economies   is a 

worldwide issue. Building developments collapse at the construction stages and in some cases 

after commissioning. Examples abound in recent times in Abuja and Lagos. The major problem 

is the unquantifiable resources wasted when building construction development collapses. If the 

answer to this endemic problem is proper project management, it becomes imperative to accord 

it the status of a national thrust.    

 

5. PROJECT MANAGEMENT AND THE ROLE OF A PROJECT MANAGER IN 

ENSURING BUILDING DEVELOPMENT SUCCESS  

The project manger make use of the life cycle concept as a valuable tool for better understanding 

of the stages of a project and likely resources required for its successful implementation. The life 

cycle is used to pictorially explain the rise and demise of organizational phases in building of 

structures, production line and sales life cycle of a product. It is also one of the instruments that 

help managers conceptualize the work and budgetary requirements of the project. 
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Figure 1.1(A,B,C) Life Cycle Phases and Tasks Accomplished by Project Phases   
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Table 1: Life Cycle Activities 
 

Conception Phase 

* Identify need 

 

Planning Phase 

*Implement schedule 

 

Execution Phase 

* procure materials 

 

Termination  
* Train functional 

personnel 

*Establish feasibility * Conduct studies and 

analyses 

* Build and test tooling * Transfer materials 

*Identify alternatives  

* Design systems 

*Develop support 

requirements 

*Transfer responsibility 

*Prepare proposal *Build and test prototypes * Produce system *Release resources 

*Develop basic budge and 

schedule 

*Analyze results * verify performance *reassign project team 

members 

*Identify project team * Obtain approval for 

construction 

* Modify as required   

           Source: Project Management Handbook 

 

The basic life cycle concept holds for all projects and systems. Life cycle management is heeded 

because the life cycle reflects every different management requirements at its various stages. In 

the beginning, for example, in terms of manpower- human resources-research personnel 

predominate, subsequently, their role diminishes at the planning stage. The execution which is 

more of concrete work features more of engineers and finally marketing and sales personnel 

become more important. In a product development, for example, performance would be assessed 

by the degree to which the product meets the specification or goal set for it. The detailed 

explanation of the activities of the four phases is reflected in table 1.0 above.  

 

Table 2: Taxonomy of Strategic Versus Tactical Issues 
      STRATEGY             TACTIC S 

1. Level of conduct- level within the 

organization at which project 

implementation activities and issues are 

performed or addressed 

Top management Mid-to lower levels of 

management 

2. Subjective Objective Assessment- the 

activities concerned with assessing 

project goals or status. 

Great subjectivity used at 

strategic level 

Less use of subjective values 

3. Nature of problem- The type of 

problems, which arise and must be dealt 

with during the project implementation 

process. 

Unstructured one at a time More structured and 

repetitive 

4. Information Needs- the determination of 

the types and quality of information that 

is required for the project. 

Large amount of 

information needed much 

that is external 

Need for internally 

generated, specific 

information. 

5. Time horizons- The scope or time frame 

of managementôs vision in implementing 

and evaluating the project. 

Long-term, but it varies by 

the problem. 

Short-term and more 

constant. 

6. Completeness- The degree to which the 

scope of the entire organization is 

considered. 

Covers the entire scope of 

the organization. 

Concerned only with the sub 

organizational unit involved. 

7. Reference-Involves the source, or frame 

of reference, of the activity to be 

The source of all planning 

in the organization is 

Done in pursuit of strategic 

plans. 
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considered. original. 

8. Detail-Concerned with how broad or 

specific problems are laid out and how 

generally they need to be addressed. 

Broad and general. Narrow and problem 

specific 

9. Ease of Evaluating-The ease of 

determining the efficiency and 

effectiveness of various activities 

involved in the implementation. 

Difficulty, because of 

generality 

Easier, because of 

specificity. 

10. Point of View-The assessment of the 

focus of viewpoint of the various actorôs 

involved in the project implementation. 

  

   Source: Project Management Handbook 
 

To enhance project success the following strategies or guidelines are recommended; As much as 

possible adopt the project management approach, project objectives should be clearly spelt out, 

clear objectives create the conditions for the attainment of good results, project requirements 

should be clearly defined in terms of resources, time scale, technical approach and the required 

technology. 

 

The operators should develop an ability to manage change ï which is a major objective of the 

project management approach. Plan soundly, good information flow is necessary, there should be 

a clear definition of responsibilities, project selection, location and implementation should not be 

politicized, there must be a clear definition of project scope and knowledge of factors that can 

affect the project scope and pay critical attention to project financing. 

The time is ripe for increased application of the project management approach in Nigeria in both 

the private and public sectors. The application will result in effective project selection and 

execution. The use of task forces to handle specific problems is a pointer to the need for the 

adoption of project management strategy. Agencies such as NDDC, ITF are built around the 

project management idea. Projectization (application of  project management concept) of certain 

projects will reduce a lot of bureaucracy and redundancy in many organizations. Moreover, the 

project management elements of planning, scheduling and control will introduce the much 

needed discipline for the satisfactory realization of project goal. 

 

In general, life cycle events vary with phases. Project size is quite different across the phases. 

The planning and the execution phase have by far the largest project teams. The level of 

bureaucracy parallels this pattern, with the greatest level corresponding to the greater size; the 

organizational climate is such that in the early and later phases it is more participative while it is 

different in the middle phases. Conflict entirely decreases consistently across the phases. Job 

satisfaction seems to be highest for the smallest, more organic organizations and lower for those 

organizations mostly mechanistic in nature (Adams 1990). In Process, involving initial strategic 

actions and supporting tactical activities, there are further implications for project performance 

based on a consideration of strategic and tactical issues. Table 2.0 shows breakthrough of 

strategy and tactics by high and low scores depending upon the level to which these issues were 

addressed in the project implementation. A high ñscoreò on strategy would imply that the 

strategy is well developed and effective, as in the similar case with tactics. This value could be 

assessed either in a subjective or intuitive manner.   
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6. Project Success Implementation Factors 

According to Clayland and Kings, (1975) the process of building project implementation 

involving the successful development and introduction of projects in the organization, presents 

an ongoing challenge for managers. The building implementation process is complex, usually 

requiring simultaneous attention to a wide variety of human, budgetary and technical variables. 

A project manager is often faced with difficult job characterized by role overload, frenetic 

activity, fragmentation and superficiality. A project manager in spite of all these has the 

responsibility for successful project outcomes without sufficient power, budget or people to 

handle all of the elements essential for project success. In addition, projects are often initiated in 

the context of a turbulent, unpredictable, and dynamic environment. A project manager would be 

well served by more information about those specific factors critical to project success. The 

project manager requires the necessary tools for him to focus attention on important areas and 

send different priorities across different project elements. It can be demonstrated that a set of 

factors under  the project managers control can have a significant impact on project 

implementation success. The project manager should be better able to efficiently and effectively 

deal with many demands created by his job, channeling his energy more efficiently in attempting 

to successfully implement the project under development. His controlling ability is demonstrated 

in the ten key factor model of the project implementation profile below. 

 

 

 

 

  

 

             

             

             

             

             

             

             

             

             

        

 

 

 

 

 

 

 

 

 

Figure 2.1Ten key factors of project implementation profile 

Source: Project Management Hand Book  
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Slevin et al (1986) studied many projects in their bid to evaluate factors that constraint success in 

project management; they articulated many factors but narrowed them down to what they 

christened ten key factors of project implementation profile as reflected pictorially above. 

 

7. PROJECT MANAGEMENT TOOLS  

Project management tools are mainly planning and implementation tools at various stages of the 

project life cycle which is expected to foster success in the implementation process. At the 

conception stage,  an effective and efficient appraisal is a very strategic and significant tool used 

in establishing the feasibility and viability of a project proposal. It helps us to determine 

investment alternatives, how much to invest , how to invest, where to invest, Cost benefit 

analyses of economic and social proposals, spillover advantages and disadvantages of project 

proposals, the rate at which a prudent investor could make profit with time, determine time value 

of present financial expenditure against future expected income and the environmental impact 

assessment of project proposal etc. Appraisals is an instrument used in processing social and 

economic dreams to a tangible and realizable aims and objective which must be unique in nature. 

Some of the tools as we know include: The Net Present Value (NPV), Internal Rate of Return 

(IRR), The Net Terminal Value, The Annual Charge, The Annual Sinking Fund and Cost Benefit 

Analysis.   

 

7.1 NETWORK PLANNING 

Network planning is one of the most significant project management techniques used in 

planning, scheduling, and controlling a project. Planning technique is vital at all the stages of a 

project life cycle. It is a continuous process because of the prevailing need to keep track of 

progress changes, delays or changes in technical conditions. Delays and changes in project 

implementation are controlled by the application of critical path methods. They enable 

management to cope with the complexities, messes of data and tight deadlines characteristic of 

many industries and their environment that is highly competitive. 

It is important to know at this stage that Planning and Scheduling are not synonymous. Planning 

is the establishment of objectives, definition of the content of the project and the determination 

of the relationships between the jobs or activities. On the other hand, Scheduling is the 

development of a time table that puts time estimates next to the plan and indicates when 

activities are to be accomplished. That is, time estimates, timing calculations and job scheduling 

are involved. 

 

7.2 PERT AND CPM NETWORKS 

 Programs Evaluation And Review Technique (PERT) and the Critical Path Method (CPM), The 

Bar and Gantt charts used in scheduling, tracking,  resource smoothing and performing time and 

cost-trade-offs at the execution and termination stages are the best tools for project planning and 

control. The PERT and CPM techniques help to determine cost-effectiveness as a way to 

expedite a project knowing that certain projects can be rushed for a price. This method has been 

successfully and advantageously used in developed economies for planning large scale and 

complex projects and we strongly believe that it can be an antidote to transform the building 

development sector if project management is given a policy thrust status in Nigeria. PERT was 

first used in the 1950s to manage the Polaris Missile Program. Since then the technique has been 

successfully used by private and public industries and sectors such as;  construction of complex 

building structures, shopping, office and subways, major maintenance efforts, pilot production 
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runs and the introduction of new products. Whenever faced with complex situations, a manager 

should use these techniques, their cost is less than the benefits. 

The two types of PERT are the Deterministic and the Stochastic. 

 

Deterministic PERT assumes that all tasks that make up a project are sufficiently routine in the 

sense that the time needed to complete each tasks is known with reasonable certainty. 

Stochastic PERT on the other hand is often used to plan either research or one-of-a-kind 

development project because of the valuable insights gained by the very act of identifying 

intermediate milestones and establishing logical process among them.  

 

 

 

 

 

 

 

 

 

7.3 An example of a project Network showing and a typical Gantt Chart 
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Source; Akpan, E.O.P (2009) Inaugural Lecture (FUTO) 
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Fig. 3.0B: An Example of Gantt Chart for Actual Project Performance.        

Source; Akpan, E.O.P (2009) Inaugural Lecture (FUTO) 
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8. CONSTRAINING FACTORS TO PROJECT MANAGEMENT SUCCESS IN 

BUILDING  DEVELOPMENT IN NIGERIA  

 

Having known the implication of project failure and abandonment in the nationôs economy, we 

hereby highlight some major success constraints to building development project management 

seeing the sector as a system. The model below  consist of direct and indirect variables as 

consisting critical factors to be watched carefully if a building development must succeed. The 

direct variables (four in number) are Time, Cost, Quality and Materials while the indirect factors 

(five in numbers) include; environmental, client, design, construction and project management. 

The arrows in the model show how the variables interrelated and are intra-dependent. The 

variables are also inter and intra-dependent in the system. To this end, it shows that any factor 

that affects a system variable will invariably affect every other factor whether direct or indirect.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 4. The Construction Project Management Success Interactive Model Source: 

Composed by the Authors 

 

The direct and indirect variables identified as major factors constraining project management 

success of private and public sector construction in Nigeria are; 
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8.1 COST FACTORS  

Frequent changes in the design by the client and other variations with their financial implication, 

fluctuations in materials supply, labour and plant cost with their inflation implications, 

construction delays caused by the client, project team, and or weather elements, unforeseen 

circumstances ï likelihood of unexpected events in the employers risk area, inadequate or 

incomplete design and documentation, initial cost estimating errors, attitude of project team and 

client towards cost control, forecasting the cost effect of a decision before implementation, high 

cost of financing projects (high interest rates), bribery and corruption that is ravaging the 

business culture in Nigeria, inadequate established and systematic cost control procedure for the 

project design and construction, computers packages used for cost control rarely employed in 

tracking complex projects, critical and crucial issues like personnel motivation that will affect 

cost are not usually considered and clearly specified, inadequate cost planning at the planning 

stage of the implementation process, minimising specialist work, promoting prime cost and 

provisional sums or specialist work not well defined early in the project , minimising claims 

through the understanding of contract conditions, inability to apply cost control measures using 

engineering analysis during the implementation process.                                            

 

8.2 TIME FACTORS 

Inadequate strategies in planning and re-planning of time schedule  for critical activities, attitude 

of project team members and client towards delay (or project duration), the delay effect of every 

decision forecasted before implementation,         clear consideration and specification of crucial 

factors affecting time at design stage, non utilization of modern project management techniques 

for time control (critical Path method, bar chart, line of balance etc), re-adjustment of work scope 

during the execution stage of the implementation process, negligence of progress report based on 

delay in executing some critical activities, variations and change orders and their effect on time 

schedule,  unforeseen contingencies and their effects on time schedule, reports prepared routinely 

stating the work executed and time required for executing the outstanding work for the activity, 

delay in payment for work done (e.g.  Lack of funds, etc), delay on the part of the consultants in 

issuing instructions and approvals etc,delay on the part of the client in giving approval for  

supplementary activities, use of intermediate milestones in work schedule, shortage of qualified 

workers and construction materials and their impact on activity time schedules, disagreement 

between the contractor and the client and its time implications,  unrealistic contract duration 

and unpredictability of weather in strict implementation of work schedule timely.                                                        

 

8.3 QUALITY VARIABLES 

Ambiguous specification in the design that affects quality  management during project 

implementation process , inexperienced and incompetent contractors and sub-contractors 

that will want to sacrifice quality at the altar of time,  inadequate inspection of daily 

activities on construction site by the project manager and his professional team members, 

inadequate quality control procedure in design organisations at appraisal stage, inadequate 

quality control procedure in contractorôs organisations during the execution stage, inadequate 

quality control procedure in clientôs organisations in testing during materials inspection,                                                                        

inadequate equipment to achieve specified quality  test on some local  materials, 

underestimation of adequacy of skilled craftsmen and its quality implications at the execution 

stage, the use of poorly trained technical managers and supervisors especially in public projects 

and the quality implications of such actions in project success, attitude of project team members 
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and client towards quality  throughout the project life cycle, the inability of the project team 

to clarify the specification of critical and crucial issues affecting quality at design, quality control 

documentation not often referred to during construction process, designing to reduce number of 

trades and avoiding shared responsibility for achieving performance and quality targets, 

compromising standards on quality specification during Inspection especially by public officers,  

use of substandard materials in facility installation and its quality implications, lastly, 

maintenance period of six months is not enough to encourage the use of quality materials by 

public contractors.                                                                 

 

8.4 MATERIAL MANAGEMENT FACTORS  

Frequent change orders or variation in material procurement and its implications on activity time, 

cost and quality, incomplete detailed information on materials installations and functional life of 

the materials, delays in material procurement caused by the client, project team, and or 

contractors and its implications on construction cost and time, lack of detailed information on 

weather effects of some construction materials and their implication as regards installation, 

duration, maintenance capabilities especially foreign procured materials , effective and 

efficient management of procured materials on site, inadequate or incomplete specification on 

design and documentation process, initial cost estimating errors on materials type, quantity and 

quality, attitude of project team and client towards material control and monitoring on site, 

forecasting the inflation effect on materials at the conception and planning stages, high cost of 

basic building materials and their effect in causing construction projects delays and 

abandonment, bribery and corruption as they affect cost of materials procurement, inadequate 

established and systematic materials cost control procedure for the project design and 

construction, computers rarely employed for measuring the weight and quality of materials, 

critical and crucial issues like personnel motivation that will affect materials design, procurement 

and storage are not usually considered and clearly specified, lack of adequate information on 

health implications of some materials on  end users and handling during installations, minimising 

specialist work, promoting prime cost on provisional sums for some materials, specialist work on 

some material installation are not well defined early in the project, clarity of design brief and 

minimum design gap on materials , ability of design to achieve material management 

economy and finally, putting into consideration cost control on material specification during 

design stage.                                                           

 

Indirect Factors are as follows. 

8.5 ENVIRONMENTAL FACTORS  

Instability of government and her policies, unstable exchange rate and inflation, social factors 

like ethnicity, environmental crime rate or social and religion instability in a region, nepotism, 

hoarding, materialism, and quota system  as they affect building construction activities in 

Nigeria, technological factors like the use of modern equipment and method of building 

construction in an environment, scarce resources like local building materials and  dependence 

on imported materials and desire for foreign labour, political factors like Loyalty to government 

bad policies, government opposition party platforms, foreign loan, lack of public participation in 

policy decision making, bureaucratised, formalised, rigid and redundant rules, inadequate 

management infrastructure (shortage of skilled experienced technical Managers, use of 

computers, low literacy level and current management techniques). 
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8.6 CLIENT FACTORS 

Selection of competent project manager and project design team like Architects, Engineers, 

Quantity Surveyors etc, provision of robust brief by the client in negligence of the advice of the 

designers and the project manager, absence of                                                                                                                          

top management support and motivation of the building team members, inability to establish firm 

and clear objectives as regard cost, time and quality standards, ensuring available finance for the 

project and prompt payment for work executed, inability to give the project manager free hands 

to select competent and experienced contractors and sub-contractors during the execution stage 

especially for public projects, allowing minimum bureaucracy in decision making, non-

interference with the workings of the  designers and contractors, clients attitude towards 

budgetary and schedule controls like fixed time with liquidated damage clause , clients 

attitude towards quality standards and insistence on well established  Quality control procedures, 

clients insistence on details of design and documentation to be completed before    Site work, 

bribery and corruption of clientsô representatives in public building projects, good working 

relations, timely client feed-back on approvals and regular meetings and reviews,                                                               

lack of information on clientsô needs and lack of sustained interest and ability to manage conflict 

with organisation.                  

 

8.7 DESIGN FACTORS 

 The ability to choose the right team of designers and their prompt and                                                           

adequate remuneration, adequacy of authority/freehand given to the designers,           adequacy of 

planning effort using modern planning techniques like critical path method,  bar chart, etc by the 

design team, realistic and thorough definition of   Scope of project before site works, build-

ability of the design (over design, or complex design),commitment and attitude as a crucial 

responsibility of the designers in achieving cost, schedule and quality objectives, giving change 

orders (variations) without thorough consideration of effects on project objectives, specification 

of unsuitable and foreign imported materials, recommendation of unsuitable contractors and sub-

contractors especially where the designers assume the responsibility of  project management, 

allowing communication gap between the   project team members, assessing the managerial 

competence of the Architect if he leads the design team, ability to reduce conflict within the 

design team, distance and location should not prevent the designers in attending to the project            

and finally, the design teamôs timely response to request for information on the clarification of an 

aspect of the design.                

 

8.8 CONSTRUCTION FACTORS 

Experience and reputation of the    contractor, adequacy of pre-tender planning for estimating 

cost and time, familiarity with the geographical area based on type of work, regularity of 

payment for work done, pre-construction planning using modern techniques like (critical path 

method, Bar chart, work breakdown structure etc), adequacy of managerial competence and 

skilled staff,  making good allowance for contractorôs profit in contract negotiations, adequacy of 

contractorôs equipment for the size of project in view, adequacy of the contractorôs cost   

and time  schedule control system at the execution stage of a building work, adequacy of the 

contractorôs quality control system and reducing the rate of bribery and corruption within the 

contractorôs organisation, ensuring  adequate cash flow of the contractors activities and 

establishing the use of planning and control measures  as a focal point for project   

implementation success.                                                                   
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8.9 PROJECT MANAGEMENT FACTORS 

Competent project manager appointed early enough with adequate authority to match  

responsibility, effective and efficient use of project techniques for overall project planning and 

performance control, motivation of project team members by   the project manager, use of 

modern project management technique for cost control, use of modern project management 

techniques for quality control-total quality   control, robust/unambiguous specification, use of 

modern project management   techniques for time control-CPM, bar chart, line of balance etc, 

efficient and effective use of   management information systems  especially the computer for 

effective variation management , project managers development of sense of  mission and 

commitment among project team  members from onset, project managerôs co-ordination and  

maintenance of good relationship with the client, design and construction team and keeping 

changes under control, and finally, stressing the importance of meeting cost, time and quality 

goals and developing realistic cost, time and quality estimates and goals . 

 

 

9. HOW THESE CONSTRAINTS AFFECT THE ECONOMY AND MAY AFFECT THE 

VISION 20:2020 

9.1 The Earned Value Analysis (EVA) Model 

Earned Value Management is a methodology for determining cost and schedule performance of a 

project by comparing the ñplannedò work with ñaccomplishedò work in terms of monetary value 

assigned to the work. Earned value analysis then became the industry standard method of 

measuring a projectôs progress at any point in time, forecasting its completion date and final cost, 

and analyzing variances in the schedule and budget as the project proceeds. It compares the 

planned amount of work with what has actually been completed, to determine if the cost, 

schedule and work accomplished are progressing in accordance with the plan.  In a nutshell, 

Earned Value Analysis is a method of showing the progress of a project by comparing the actual 

result of each activity within the project against the plan (budget and schedule). Using this data, 

the earned value indicators  show whether or not the project/task is on schedule and whether or 

not it is meeting the cost plan. As the work is completed, it is considered ñearnedò. Earned value 

is therefore the missing link between cost reporting and cost control. EVA was widely publicized 

and accepted in the industry and led to the emergence of Primavera software package which is 

built on its methodology. As stated earlier, building development employ professionals and non-

professionals from all fields of human endeavor who earn income directly or indirectly from a 

building development process, therefore every economic sector benefits from its services. From 

the perception of EVA, every kobo earned and spent in Nigeria contributes to the Gross 

Domestic Product (GDP), the same include every service directly or indirectly rendered for 

economic and commercial activities in the nations environment. An economic analysis on this 

shows that building development activities has a geometric impact on the economy and is highly 

rated as a major imput in the calculation of GDP. In our view, since the issues that border on 

building development is so strategically important, the need therefore to ensure success in the 

development of this sector is indispensable.  
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10. Solution to the Constraining Factors to the Realization of Vision 20:2020 in Housing 

Delivery in Nigeria 

As the new fiscal policy compels government ministries, departments and agencies to return 

unspent funds to government treasury at the end of every year - even as major projects beg for 

attention - the need for the country to institutionalize project management as a solution to the 

economic re-engineering process has become an issue that demand its recognition as a national 

thrust policy. According to  Babayeju, (2009), due to poor project management practices, budget 

implementation has been a major challenge to the development of infrastructures in Nigeria. 

The project management culture in Nigeria is quite low, especially in the public sector. However, 

the private sector has increasingly embraced project management, and this has accounted for its 

growth over the decade. The need for a paradigm shift necessitated the organization of the just 

concluded national project management conference (ProMaCon '09), which is aimed at 

propagating best practices and building capacity needed for national development. 

With the successful hosting of the first ever National Project Management Conference and 

participation of government decision makers, we have succeeded in bringing awareness to the 

inevitable role, which project management plays in the development of societies, just as it has 

been done world over. 

There is a critical need to build competence, most especially within the public sector, to equip 

the appropriate agencies and personnel with the needed knowledge, skills, tools and techniques 

to successfully deliver projects within time, budget and specifications. 

With concerted efforts both private and public, coupled with the increasing realization of benefits 

of project management to organizations and its indispensable role in successful delivery of 

projects for national development, the institutionalization of project management is on course, 

according to Mr. President. Permit me to quote him: "As we begin implementation of the Vision 

2020 in January 2010, project management will, therefore, play a significant role in the planning, 

execution, monitoring, control and closure of the many projects that have been identified during 

the articulation stage as paramount in attaining the lofty goals of the vision.' 

There is need to institutionalize project management best practices and to emphasize on its 

indispensability as the solution to poor implementation culture in Nigeria. It would seem that 

beyond the budgetary process, most agencies charged with the execution of projects, both private 

and public, are consistently at a loss on how to effectively execute or implement such projects in 

line with initially projected goals.  

11. THE IMPERATIVES OF PROJECT MANAGEMENT  

Project management has  the capability of contributing to the economy of Nigeria in the 

following ways:  reduction in building development cost, increase in national income which 

served as an antidote in propelling the wheel of economic growth and development in all the 

sectors of the nationôs economy, increase in foreign exchange earnings and high profitability in 

the industrial sector. 
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11.1 Reduction in Project Cost 

The effective and efficient project management of building developments in our economy will 

bring about reduction in the waste of resources (men, machine and material) and enhance 

effective flow of the developmental process. As building development is seen as the engine of 

economic development in the country, it will help to some extent in solving unemployment 

problem of the nation. 

11.2 Increase in National Income 

The reduction in Liquidation Rate has increased the commercial activities of the consumer and 

the investors in building development, because the construction of a building facility 

development means the consumption of the output of one company and also an input to another 

enterprise as a structural base for business facilitation.  Example, for  there to be a building 

construction, some of the material inputs like cement, iron, roofing components etc will come 

from the output of some production ventures who must sell to remain in business. Each company 

has staff of all categories that earn wages, if building construction and development is allowed to 

suffer undue failure as a result of poor project management practices, at a time there will be no 

production of the materials and no income to staff  whose income individually contribute to an 

increase of the national income. The receives of wages and salary or profit of this activities and 

the total flow of these goods and services produced over a given period of time made up  the 

national income. If project management is made a policy thrust, the success achievable in the 

building sector and other sectors of the economy will lead to a rapid economic growth and a 

better standard of living for the country as we look forward to joining the wagon of the 

committee of the best worldôs 20
th
 economy in year 2020. 

11.3 Economic Growth and Development 

The increase in successful implementation of public and private building developments is 

capable of igniting value light to economic and commercial activities in Nigeria which will lead 

to reduction of unemployment and increase in payment of tax to government thereby increasing 

growth and development of the nation. We know how much money that will enter government 

coffers from all manner of taxes from site acquisition to various property taxes. 

11.4 Increase in Foreign Exchange Earning 

The development of building infrastructure encourages intra and external technical manpower, 

material export and import of exportable goods and services which in turn increase the foreign 

exchange earning of utility countries. 

11.5 High Profitability 

A good project management system will lead to reduction in the waste of resources and increase 

commercial activities thereby increasing the profitability of the building development 

organizations like the financial and mortgage institutions, their employees and the country as a 

whole. 
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From the angle of negativity: project management has not been able to be efficient and effective 

in the country due to the inability to see its strategic role in assuring success in all the sectors of 

the economy including building development.  

12. Conclusion 

Project management has been described as the secret weapon of developed nations. Its 

methodologies, approach and principles have helped such world powers as United States of 

America guide their development processes; and in the United Kingdom where the office of 

government commerce devised the Prince II Methodologies to grow their economy. Therefore, in 

driving our developmental targets, it has become imperative to institutionalize this world 

acclaimed solutions vehicle into our economy for the achievement of our nationôs development 

goals. One of the major problems of project management in Nigeria is corruption. The question 

is. how do we intend to tackle that? If project management is a policy thrust, it will create rules 

for everybody to play by.  

As earlier stated, all the issues that relate to construction sector are very relevant and 

indispensable in the economy.  

Construction sector is seen as the pivot on which every other activity in the economy rotates on. 

The significant importance of this sector is evidenced in the fact that every business or services 

of diverse kinds must have a shelter and a location in the environment. Therefore, any effort 

towards reducing or eliminating the noticeable and silent constraints that directly or indirectly 

affect project management success in this sector is a right step in the right direction. The stake 

holders in any complex building  construction project are numerous and varied with parochial 

objectives different from the main objectives of realising the cost, time, quality and materials 

targets of the proposed construction projects. Systems theory was chosen as a framework in 

analyzing the constraints to building development projects because construction sector is one of 

the most complex sectors in the economy. The constraints to success of project management in 

the development of building infrastructure consist of indirect factors divided into five systems of 

environmental, client, design, construction and project management; and direct system of cost, 

time quality and materials. Proper project management policy we believe, is the only solution in 

making sure that building construction and developments do not fail, collapse, or are abandoned 

at alarming rate in Nigeria as such threatens the foundation of economic growth and slim down 

the chances of realising vision 20:2020project of the federal government. 

 

 

13. Recommendations  

Having seen the imperative for project management, we strongly recommend that it should be a 

national policy to be enshrined in the Constitution of the Federal Republic of Nigeria as we 

advocate for constitution amendment.   

Every organization in all the major and minor sectors of the nationôs economy is encouraged to 

establish the department of project management. A project manager should be appointed early 

enough in the project life cycle to handle the management from inception to completion.  

Every building development must have a resident project manager and not one project manager 

handling the management of more than one project at a time for an organization, for this will 

create loopholes in realizing the development goal. There is strong need to use the modern 
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project planning and control techniques in achieving the required quality and material targets of a 

development aim and objective. 

For public building development projects , government should set up a Project Management 

Office (PMO) under the office of the President/Vice President or Governor/Deputy Governor  to 

provide substantive professional project management support for national and state project 

planning, execution, monitoring/control and close out. Many countries Nigeria intends to 

compete with on the journey to 2020 may use project management as a tactical tool to execute 

projects and avoid wastages. Therefore in Nigeria, there should be in place a workable, 

committed and sustainable approach that is all-inclusive in institutionalizing project management 

as a strategic requirement for nation building and achievement of the 20:2020 vision. 

If proper project management is institutionalized, it would bring about authenticity of data or 

information, timely release of funds, effective management of project risks and realization of 

project benefits in both public and private sector of the economy. 

We recommend as critical the need for the intervention of academic researchers  and major 

stakeholders from building construction industry for a scientific study on other  factors 

constraining project management success in public and private sectors of the building 

development industry.  

We also recommend that a comparative study be undertaken to determine the level of building 

development project management performance between foreign and indigenous development 

firms. To this end, we are very optimistic that an empirical study in these areas may provide a 

level ground for all the stakeholders, clients, designers, contractors, users, financiers and 

sponsors to rub minds on how to drastically reduce if not eliminating these disastrous elements 

as constraining factors to building development project management success in  Nigeria. This 

may be the only sure way to realize the proposed project of vision 20:2020 having seen the 

economic importance of project management and building development success in Nigeria.  

Finally, Professor Nwachukwu, a production engineer from University of Benin, once said in a 

private chart that Estate Management discipline is closer to Project Management than any other  

discipline. To this end therefore we suggest that Project Management profession should be 

institutionalized as an integral option, branch and part of Estate management profession 

especially in postgraduate studies. As other professionals encroach in Estate Management 

functions like agency and management of building infrastructure, we can launch out to project 

management practices which have virgin opportunities like Events Planning, Events 

Management and Events Control etc. 
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Abstract 

Implementing new strategies are necessary to be competitive in the area of crises today. 

Multidisciplinary thinking for a manager is a competitive advantage for the organization. This 

paper aims to review the Quantum strategies for the organization.   

Key Words: Quantum Skills, Management, Quantum physics 

 

1. Introduction  

Primary uncertainty can never be reduced, but organizations can adapt to it (Williamson 1985).  

Trying to connect basic science to the human science is a good approach that some scientists and 

scholars have started to do this linkage. Quantum physics is a branch of physics that deals with 

very small elements and objects. The name is derived from "quanta," a Latin term meaning 

specific amount. Energy comes in very small discrete packets. For example, light comes in 

photons, which are essentially small packets of energy that come in specific amounts and have 

no mass. Quantum physics is comprised of advanced topics like wave-particle duality (Patrick, 

2010). This paper discusses the quantum and Quantum skills in the organization.  

2. The quantum skills of Physics 

At about the same time that Taylor and Fayol were developing management theories congruent 

with the Newtonian worldview, Einstein was conducting experiments that eventually turned this 

worldview upside down. Einstein discovered that in the realms of the very small (subatomic) and 

the very large (cosmic), Newtonôs laws are null and void. By the 1920s, this discovery launched 

a new branch of physics called quantum mechanics. The word quantum literally means ña 

quantity of somethingò; mechanics refers to ñthe study of motionò. Quantum mechanics is, 

therefore, the study of subatomic particles in motion (Shelton, 1999, pp. 1-2). According to 

quantum theory, the universe is basically a set of signals or a field of information. It is much 

more like a great thought than the great machine metaphor of the Newtonian paradigm (Shelton 

& Darling, 2003, pp.358-359; Noruzi & Hernandez, 2010). 

3. Do quantum skills necessary for coaches? 

Coaches as well as the employees and CEOs should prepare themselves with quantum skills as 

well. 

4. These include how modern science explains: 

¶ How clients can create their reality through visualization and why it works 

¶ The interconnectedness of all things and why it is essential for leaders to understand this. 

¶ Emotional intelligence and the purpose of human emotions 
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¶ Why personal choice and intent are so powerful 

¶ Why it is so vital to be in the present moment 

¶ How clients can step almost instantly into their full personal power (quantum skills for 

coaches, 2010) 

5. Coaches will explore in depth and learn how to work with concepts such as: 

¶ The energetic nature of all things and the óquantum soupô 

¶ How we physically become the thoughts we think and the words we use 

¶ How to use metaphorical journeying in exploring the clientôs issues 

¶ Understanding how to communicate with the body/mind to reveal the source of the 

blocks and problems and to resolve them 

¶ Literally dissolving troublesome emotions(quantum skills for coaches, 2010) 

 

6. The quantum- Physics organizations and Quantum Skills for Learning Organizations 

As leaders use these quantum skills, they create what Kilmann (2001) and Shelton (1999) refer to 

as quantum organizations ï organizations where all stakeholders know how to access the infinite 

potential of the quantum field. Quantum organizations are, therefore, learning organizations ï 

places where continuous improvement and constant learning are cultural norms. Table I shows 

the relationship of each quantum skill to seven contemporary workplace challenges: quality, 

innovation, motivation, empowerment, social responsibility, change, and diversity. As leaders 

adapt new mental models that are congruent with the quantum worldview, they will discover 

highly innovative ways of dealing with these organizational challenges (Shelton & Darling, 

2003, pp.358-359). 

According to quantum theory of Physics, the universe is basically a set of signals or a field of 

information. It is much more like a great thought than the great machine metaphor of the 

Newtonian paradigm. The quantum worldview, which characterizes the universe as a dynamic, 

unpredictable, subjective, self-organizing system, provides the conceptual foundation for seven 

quantum skills ï skills that enable leaders to surface and test their mental models and thus 

improve their capacity to learn. The quantum skills are defined as follows: 

i. Quantum seeing: the ability to see intentionally. 

ii.  Quantum thinking: the ability to think paradoxically. 

iii.  Quantum feeling: the ability to feel vitally alive. 

iv. Quantum knowing: the ability to know intuitively. 

v. Quantum acting: the ability to act responsibly. 

vi. Quantum trusting: the ability to trust lifeôs process. 

vii.  Quantum being: the ability to be in relationship (Shelton, 1999, p. 4; Shelton & Darling, 2003, 

pp.354-355; Noruzi & Hernandez, 2010). 
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The summary of quantum theory is summarized below in table II: 

 

Table II: The relationship of the Physics quantum skills to key workplace challenges 

Challenge Quantum skill Definition Behavior 

Quality Quantum seeing The ability to see 

intentionally 

Focused 

Innovation Quantum thinking The ability to think 

paradoxically 

Creative 

Motivation Quantum feeling The ability to feel 

vitally alive 

Energetic 

Empowerment Quantum knowing The ability to know 

intuitively 

Confident 

Social responsibility Quantum acting The ability to act 

responsibly 

Ethical 

Change/chaos Quantum trusting The ability to trust 

life 

Flexible 

Teamwork/diversity Quantum being The ability to be in 

relationship 

Compassionate 

Source: Shelton & Darling, 2003, p.359 

7. The Most Important Factors in Physics Quantum Strategy in Intellectual Capital 

Management Practical Strategies to Creating Intellectual capital learning system 

i. Individual learning is an emergent process that seems to arise through interaction and seems 

to depend on a number of factors, of which the most important are: 

¶ Who an agent met 

¶ How often an agent met a certain other agent 

¶ Which characteristics the agents respectively had 

¶ The characteristics of the agents, i.e. how much does an agent trust other agents, how 

motivated is an agent, how orderly, etc. 

ii.  Whether collective learning takes place depends on the composition of the team and their 

characteristics. That will eventually determine whether a group of agents will reach their 

group threshold. 

iii.  How quick an agent learns, depends on his characteristics and the characteristics of the agent 

he meets. 

iv. An agent can learn, but he can also ñunlearnò if his motivation and trust drop. 

v. Agents that represent R&D people and marketing managers seem to learn faster. 

vi. The extent to which a senior manager slackens his control is determined by the degree of trust 

he has in the project manager, which in turn depends on the degree of trust a project 

manager has in other agents. 

vii.  A run of the model wherein senior managers were left out of the hierarchy showed that 

learning took place faster than in prior cases which hinted at the existence of self-

organization (Harkema, 2003, pp.344-345; Noruzi & Hernandez, 2010). 
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8. Conclusions 

Successful managers and businesses have been managing intellectual capital one way or another 

all along, whether consciously or intuitively. This however, does not mean that they have an 

ICM program or strategy. Managing IC as a matter of common business sense is not sufficient 

for the development of ICM as an organizational competency. It is only when a management 

style moves from being intuitively applied to a planned and systemized process that it can be 

perfected. Only then can it be substantially transformed from being an art to becoming a science. 

Once it transitions into a science, it becomes testable, measurable, more predictable, and, most 

importantly, repeatable. Though organizations that apply ICM advance this goal, there is still a 

long road of experimentation and applied research ahead for the emerging field of ICM to 

become more of a "science." (ICM, 2009; Noruzi & Hernandez, 2010). 

It has long been recognized that 'economic prosperity rests upon knowledge and its useful 

application' (Teece 1981). Indeed, 'the increase in the stock of useful knowledge and the 

extension of its application are the essence of modern economic growth' (Kuznets 1966). 

Enlightened economic historians have long emphasized the role of technology and organization 

in economic development. 

Formalization, the sharing of personal knowledge, and the development of structural approaches 

as a mechanism to transfer learning throughout the firm may on the other hand sap creativity and 

impede learning. Ideally, one would like to develop approaches or models which have a common 

essential logic, but which enable customization of particular features. This is but one of the many 

challenges to service firms in the new economy where knowledge sharing itself can often be the 

basis of competitive advantage (Teece, 2002; sariolghalam et al, 2010; Noruzi & Hernandez, 

2010 ). 
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Abstract 

It is a common belief that emotional content in advertising can persuade brand favorability even 

when rational content has no effect. Emotion is a main factor that holds an important position in 

advertising. This study investigates the role of emotional elements in advertisement influencing 

consumer attitude towards the advertisement, brand and how these in turn affect the purchase 

intention. Three aspects of emotions, including love, fear and information in advertisements have 

been considered. The data was analyzed through several statistical tools including one sample 

Kolmogrove Smirnov test and Regression analysis. Results of the study show positive significant 

relationship between not only emotional advertisements but also with other factors such as 

interesting and informative advertisements. There is also a positive significant relationship 

between attitude toward advertisement and attitude toward brand and that a positive attitude 

towards a brand leads to purchase intention.  

Keywords: Influence, Emotionally Charged Advertisements, Consumers Attitudes, 

Advertisements, Brands , Purchase Intentions 

1. Introduction  

Emotions have a significant position throughout the span of our lives for the reason that they 

enhance almost all of our challenging moments with either a lovely or horrible features 

(Cacioppo, 2001). Emotions are best treated as a comprehensive phenomenon which consists of 

the subsequent mechanism: behavioral reactions, expressive reactions, physiological reactions, 

and subjective feelings (Desmet , 2002).  

Emotion is a key element that holds a strange position in advertising. Holbrook and Hirschman 

(1982) highlighted emotion as to have a more self-determining role in advertising. Shimp (1981) 

believe that attitude towards an advertisement can be ótransferredô to and persuade attitude 

towards a brand when category association is low. 

The density of emotions and the complexity come across in examining and computing them is a 

common idea in literature, but emotional contents provides only a supporting role in information 

processing. Research, on the other hand, suggests that emotion may be a great deal having more 

influence on the brand decision-making than has formerly been supposed (Heath, 2007). 

Advertising should develop some emotions in order to be valuable and eye-catching. 

Advertising can be a constructive basis for enhancement of these emotional responses. 

Emotional substance in advertising is exposed as being not just a support to increase 

consideration and sustain message communication, but an influential communication method in 

its own right. Furthermore, emotional substance is substantially inconsistent and is thus more 
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simply made distinctive to the brand. Brand can have emotional contents in a way that is 

generally no longer promising with an accurate message (Heath, 2007). 

A strong decision-making significance to advertisement together with the clear hypothetical 

background of different attitude models has made significant research into attitude toward the 

advertisement (Fishbein & Ajzen, 1975). According to  different research studies, advertisement 

is affected by brand or non brand  processing sets ( Hastak & Olson 1989; Madden, Allen & 

Twible 1988; Gardner 1985; Homer 1990), advertisement disclosure level (Burke & Edell 1986; 

Cox & Cox 1988), message connection (Park & Young 1986; Muehling & Laczniak 1988), 

emotional responses created during advertisement experience (Burke & Edell 1989; Batra & 

Ray 1986; Machleit & Wilson 1988), and advertisement message value and substance (Hastak 

& Oslo,1989; Burton & Lichtenstein ,1988). Prior research studies suggest that emotional 

element in advertising can persuade brand favorability even when rational element in 

advertisement has no outcome (Heath, 2007). 

Different researchers have explored the emotional feedbacks to advertisement by concentrating 

on the higher order scope of emotional gap (Diener &Larsen, 1993; Pieters & Warmerdam, 

1996), accomplished multivariate analysis of emotion speech responses to advertisement and 

found that unlikable approach and low-intensity pleasing approach affected manner towards the 

advertisement, whereas high concentration pleasing feelings affected advertisement recall. 

The most significant apprehension that advertiser states about TV advertisements are the 

probable turn down of TV advertisementsô influence because of media mess (Moore & Harris, 

1996). At the moment to split the clutter and create a commercial more unique and credible,  

advertiser commonly goes for the emotional demand in the advertisement and communication 

planned  to  astonish the  emotions  and  put together  the  mind  itchiness (Moore,  1989).  

Biehal, Stephens and Curlo (1992) examine how attitude toward the advertisement, influences 

brand choice & when Advertisement is created for the duration of the choice procedure. They 

conducted the laboratory experiment in the Product categories like facial tissues, scouring 

advertisement, spray disinfectants and an ordinary household cleaning item. Their conclusions 

support the hypothesis that attitude change resulting from disclosure are a role of the individual's 

attitude earlier to experience, the number of prior experiences, and brand awareness. Attitude 

toward the advertisement is the tendency to react in a positive or critical way to a specific 

advertising incentive throughout a particular exposure situation (MacKenzie, Lutz & Belch, 

1986). Winter (1973) explores the influence of advertising experience on a personôs brand 

attitude change.  

Holbrook and Batra (1987) made use of the hierarchal model for testing the advertising effects 

on viewing time. They acknowledged the motivated behavioral measures of interest to television 

advertising that of zipping & zapping. Their study also demonstrates the effects of contents of 

TV advertisement, through emotional reactions and attitudes. The key variables in their study 

were viewing time, attitude towards advertisement, emotional dimensions and advertisement. 

Their result indicates significant intercorrelation in viewing time, advertising contents, and 

attitude towards advertisement.  

Larsen and Diener (1987) have described a direct correlation between force and emotional 

reaction. In addition, attitude pattern has been exposed to be effected directly by the emotions 

extract by the message receiver (Bagozzi & Moore 1994; Edell & Burke 1987; Holbrook & 

Batra 1987; Moore & Hoeing 1989).Emotions such as anger, panic and empathy had an 
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encouraging effect on attitude creation. It can be consistent, hence, that considerable changes in 

thoughts should take place as a function of the power of the emotion practiced by the message 

receiver, thus follow-on in an interface between affect power and thoughts creation (Larsen & 

Diener 1987). 

It is still not obvious from earlier marketing research that wherever the assumed personality 

differences in exciting reaction can persuade the manner consumers react to high force 

emotional temptation, specifically the consumer's thoughts to the advertisement. Individuals 

may hold opposing views broadly in the concentration of their emotional reply to influence 

loaded stimuli (Larsen 1984; Larsen & Diener, 1987). There has been amazingly little research 

that directly examines the advertisement- brand choice association (Shimp, 1981). 

In the country like Pakistan, there is a scarcity in research work in this area. This study, hence 

aims to explore the impacts of emotionally charge advertisements on consumer attitude towards 

advertisement, attitude towards brands and their purchase intention. 

2. Theoretical Framework of the Study & Hypotheses 

Prior literature review indicates that emotional advertisements emerge as a significant factor 

leading to positive attitude of consumers towards advertisement & brand. Advertisement has 

been set up to be associated to attitude toward the advertisement (Mitchell 1986; Gardner 1985; 

Homer 1990; Muehling & Laczniak 1988; Stayman & Aaker 1988), purchase intention (Mitchell 

& Olson 1981) and attitude towards the brand (Mitchell 1986). Based on this linkage between 

the emotional advertisement & consumersô attitude, the proposed framework emphasizes the 

influence of emotional advertisements on consumersô attitude towards the advertisement, attitude 

towards the brand and its impacts on their purchase intention.  

 

 

 

 

 

Figure 1: Relationship of Emotional Advertisement and Purchase Intention 

 

Figure 1 indicates the main mechanism of the framework. As can be seen, the framework 

shows the emotionsô impacts on consumersô attitude towards advertisement, the influence of 

attitude towards advertisement on consumersô attitude towards brand, which in turns directly 

affects their purchase intention. 

Thus, in this study we hypothesize a positive relationship between the emotional advertisement 

and consumersô attitude towards advertisement, attitude towards the brand and their purchase 

intention. These hypotheses are: 

H1: Emotional advertisement creates more positive attitude toward the advertisement than 

interesting and informative advertisements. 

H2: Positive attitude towards the advertisement create positive attitude towards brand. 

H3: Positive attitude towards the brand leads to purchase intention 
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3. Methodology 

The target population for this research study included the graduate level students of different 

universities of the Peshawar region. 

Six advertisements were chosen to provide support to the experiment and offer a significantly 

comprehensive variety of emotions including love, fear & information, likely to emerge in 

television advertising. In the experiment, all brand names  in the advertisements were changed to 

make brand names unfamiliar to the respondents and avoid  biasness .The experiment included 

the advertisements of soap with the six different brands (Gardner, 1985). 

Data was collected through convenience sampling procedure. Self-administered structured 

questionnaire was used for data collection from the respondents. Questionnaires were distributed 

among 100 students in four different universities of Peshawar but only 70 questionnaires were 

returned.  

The questionnaire was divided into three categories. The first category included the questions 

that aimed to identify the nature of emotions used in the advertisements and the type of 

advertisements. The second category investigated the respondentsô attitude towards the 

advertisement and then towards the brand. Whereas the questions in the third category sought 

information regarding the respondents purchase intention immediately after seeing the different 

advertisements. The respondentsô responses were recorded through a Five Points Likert scale 

(Strongly Disagree to Strongly Agree). 

For measuring attitude towards the advertisements, seven  items(attractive, good, appealing, 

pleasant,dull, refreshing, enjoyable) & for attitude towards brand three 

items(good,favourable,positive) were adopted from the previous studies (Muehling& Lacznia, 

1988).To measure purchase intentions, the scale  ñall things considered, if you were to purchase 

soap on one of your next trips to store, what are the chances that you would purchase the desired 

soap if it were available was used(Grossman & Till, 1998).The responses were collected on Five 

points scale(1=Definitely Will not Buy to 5= Definitely Will Buy).The reliability of the scale 

used in the study was measured through the Cronbach alpha, which was greater than the level 

recommended by Nunally and Bernstein (1994). 

 

4. Results 

Statistical analysis was also carried out in steps. Different statistical tools were applied to the 

data. 

[Insert Table 1 Here] 

The results of the test for the advertisements of all the six brands provide basis for their 

categorization. The overall results in the above Table indicate that the respondents considered the 

advertisements of Opera and Sparsh soaps as having the emotion of love. Whereas the mean 

value of the Fight Club soap for fear was 3.87, which shows that the advertisement is based on 

the emotion of fear. According to the respondents, the advertisement of Velderma, Star and 

Loccitane soap were in the informative category because these advertisements gave them 

information regarding the brand only.   

[Insert Table 2 Here]                                                                                                
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The results of Table 2 show the relationship between the different advertisements & consumers 

attitude towards these advertisements. As the results of fear emotional advertisement is 

insignificant therefore first hypothesis that the emotional advertisement creates more positive 

attitude towards the advertisement than interesting & informative advertisements, is rejected. So 

the result shows that the only emotional advertisement does not influence the consumersô attitude 

towards the advertisement but informative and interesting advertisements are also important. The 

model fit is significant with the F statistics at the significance level of 0.00. The R
2
 value is 

0.524, which means that 52% of the total variations in the attitude towards ad is explained 

together by the independent variables.  

[Insert Table 3 Here]                                                                              

In the second step, regression analysis was used to find the relationship between the attitude 

towards the advertisement & attitude towards the brands. From the regression analysis it is clear 

that brand attitude has a positive relationship with consumersô attitude towards advertisement 

(ɓ=0.777, p=0.00). Thus we accept our hypothesis that attitude towards advertisement creates 

positive attitude towards brand. The F value is significant at the significance level of 0.00 and the 

R
2
 shows that the 60% of variations in brand attitude is explained by the consumersô attitudes 

towards advertisements.  

[Insert Table 4 Here]                                                                                                

In the last step of regression analysis, the results in above Table 4 demonstrate the positive 

relationship between the attitude toward the brand and purchase intention (ɓ=0.638, p=0.00). On 

the basis of positive significant relationship between the variables the third hypothesis that is 

Positive attitude towards brand advertisement to purchase intention, is accepted. The R
2
 indicate 

that 40% of the variations in purchase intention is explained by the attitude towards brand & the 

F value is significant at 0.00 level of significance.  

 

5. Discussion 

The overall statistical results demonstrate positive relationship between advertisement, 

attitudetoward the advertisement and brand, which leads to favorable purchase intention. This 

indicates that emotion is not a necessary factor in advertisements for creating positive attitude 

toward them. Customers may also get influenced by interesting and informative advertisements. 

Secondly, the results of the study demonstrate that there is a positive relationship between 

attitude toward advertisement and brand attitude. If a person has positive attitude toward 

advertisement it creates positive feeling for brand as well and finally if a person has positive 

feeling toward brand it might lead to purchase intention.  The findings that a positive relationship 

exists between attitude towards the advertisement and attitude towards the brand and its 

subsequent positive relationship with purchase intentions support the previous findings (Biehal, 

Stephens & Curlo ,1992;MacKenzie, Lutz & Belch, 1986).  

 

6. Limitations & Suggestions 

This study was carried out for the investigation of the relationship between the emotional 

advertisements, attitude towards advertisements, and attitude towards brands & consumers 

purchase intention. Exposure to the advertisement occurred in artificial scenario in which 

respondents were asked to respond against advertisements which may have led to considerably 
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diverse responses from those which may have resulted if the advertisements were viewed in a 

natural setting. Findings of this study suggest some areas for future research.  As convenience 

sampling was used for the data collection & furthermore target population included only 

graduate level university students in Peshawar, therefore we cannot generalize the findings to the 

rest of the population. Future studies are suggested to increase sample size. Additional research 

is suggested to gain deeper insight into the emotional and non emotional advertisements and its 

impact on attitude toward advertisements by using larger sample size.  
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Annexure 

Table 1: Results of One Sample Kolmogorove-Simirnov Test 
 

 

 

 

 

 

 

 
 

 

Table 2: Relationship between Emotional advertisements & Attitude towards 

advertisements 
Independent Variable Dependent Variable Standardized 

Coeff. Beta 

T Value Sig 

  Emotional Advertisement             Attitude Towards advertisements 

    warm                                                                                                          0.263                        7.112                 0.00 

    fear                                                                                                             0.007                          0.210               0.834 

    Informative                                                                                                0.137                         3.726                0.00 

    Interesting                                                                                                 0.513                         13.095               0.00 

    R
2 
                                                                     0.524 

 

   F                                                                        114.149 

 

 Table 3: Relationship between Attitude towards advertisements & Attitude towards Brand 
Independent Variable Dependent Variable Standardized 

Coeff.Beta 

T Value Sig 

Attitude Towards                     Attitude Towards Brand                          0.777                          25.233             0.00 

   Advertisement                       

 

R
2
                                                                         0.604 

 

F                                                                           636.682                                                                                     0.00 

               

 

 

 

 

 

 

 

 

 

Brands            Non Parameters   MEAN 

 Information Warm Interesting Fear Sig 

Opera 3.04 4.16 3.74 2.24 0.00 

Sparsh 3.56 4.00 3.90 2.16 0.00 

Velderma 4.64 4.03 4.04 3.29 0.00 

Fight club 3.16 2.83 3.51 3.87 0.00 

Star 4.04 3.21 3.73 2.20 0.00 

Loccitane 3.09 2.61 2.80 2.17 0.001 
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 Table 4: Relationship between Attitudes towards Brand & Purchase Intention 
Independent Variable Dependent Variable Standardized 

Coeff.Beta 

T Value Sig 

Attitude Towards                           Purchase  Intention                              0.638                       16.955                  0.00 

      Brand                                            

R
2
                                                                                 0.407 

 

F                                                                                   287.479                                                                       0.00 
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QUESTIONNAIRE 

 

                                                   Gender: - ________________     Age: - ___________      Occupation: - _______________ 

 

 

     After watching the advertisement of the following brands, please indicate that how you feel towards each of these 

brands separately on five points scale. 

 

 

1=Strongly Disagree     2=Disagree      3=Undecided /Neutral       4=Agree       5=Strongly Agree 

 

                                                  

                         

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Soap Opera Soap Sparsh Soap Val 

derma 

Soap Fight 

Club 

Soap 

Loccitane 

Soap Star 

The ad provided sufficient 

information about  
the benefits of the brand. 

1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 

The ad focused on targeting 

warm feelings. 

1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 

The ad was interesting. 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 

The ad focused on targeting 

fear factor. 

1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 

The ad is attractive. 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 

The ad of the brand is 
appealing. 

1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 

The ad of the brand is good. 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 

The ad is pleasant.  1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 

The ad is dull. 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 

The ad is refreshing 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 

The ad is enjoyable. 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 

My attitude toward the brand 

is favorable. 

1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 

My attitude towards brand is 
positive. 

1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 

The Brand is a good brand. 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 1   2   3    4    5 
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1= Definitely will not buy     2= Probably will not buy      3=Not sure     4= Probably will buy    

 5= Definitely will buy  

 

 

 

 

 

                                                                                                                          
 

 

 

 

 

 

 

 

 

 

 

 

 

 

Al All things considered, if you were to purchase SOAP on one of your next 

trips to a    store, what are the  Chances that you would purchase OPERA 

SOAP if it were available 

 

 

1                2            3               4             5 

 All things considered, if you were to purchase SOAP on one of your next 

trips to a store, what are the Chances that you would purchase SPARSH 

SOAP if it were available 

 

1                2            3               4             5 

Al  All things considered, if you were to purchase SOAP on one of your next 

trips to a   store, what are the  Chances that you would purchase VAL 

DERMA SOAP if it were available. 

 

1                2            3               4             5 

Al All things considered, if you were to purchase SOAP on one of your next 

trips to a    store, what are the Chances that you would purchase FIGHT 

CLUB SOAP if it   were available. 

 

 

1                2            3               4             5 

)    All things considered, if you were to purchase SOAP on one of your next 

trips to  to a store, what are the Chances that you would purchase STAR 

SOAP if it were  available. 

 

 

1                2            3               4             5 

Al   All things considered, if you were to purchase SOAP on one of your next 

trips to a store, what are the Chances that you would purchase LOCCITAME  

SOAP if it   w    were available. 

 

1                2            3               4             5 
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Abstract  
This article aims to shed the light on the role of the educational factor in the process of 

democratic transition in Jordan launched in 1989. Particularly, the article seeks to identify the 

nature of the inter-relationship between education and political development. For this rationale, 

the article will scrutinize four major topics: the development of the educational system in Jordan 

whether during the basic stages or the higher education, the theoretical relationship between 

education and democracy, the development of the relationship between education and democracy 

in Jordan, and finally the role of political influences in education. The researcher will follow the 

historical approach to outline the development of the educational process and the descriptive 

approach in devising the educational and political relationships in addition to their impact on the 

Jordanian society, principally in the stages of democratic transition.  

Key Words: Democracy, Education, Factor, Transition, Jordan.  

 

1. Introduction  

Education is considered a fundamental right guaranteed by all religions, charters and 

international as well as regional treaties. The Universal Declaration of Human Rights and the 

International Covenant on Economic, Social and Cultural Rights, in addition to other sources of 

international law guarantee the human right to receive education for the role of education to 

empower and strengthen the other rights. Indeed, without a adequate and appropriate education 

human beings cannot acquire their other rights, cannot distinguish cases of human rights 

violations, and cannot defend those rights. In addition to these, there is an important feature of 

the right to receive education which is to let a person be free in deciding the type of education 

suitable for him/her, and allow individuals and groups to establish special educational 

institutions conform with their religious and intellectual attitudes, provided that they are subject 

to the minimum standards of control and follow up by the state. These issues have made the right 

to education a public and private issue simultaneously and have made the issue of monitoring 

indicators of the right to education a sensitive and very important issue since it is looked at 

private and public levels and monitor the official commitments in the presence of personal 

choices.  

The importance of education is no longer controversial, as the contemporary international 

experiences proved that the beginning of the genuine development merely lies in education and 

that education has been the gateway for countries that have realized such a development. Indeed, 

the developed countries place education as a priority in their programs and policies for the 

substantial roles that education has in developmental, political, economic, social processes, its 

authentic contributions in maintaining the safety and stability of nations as well as their well-

being and development. Based on the foregoing, education has become a necessity of life, the 

source of the social welfare, and an important basis of the cultural and civilization foundations in 

 

  Listed in ULRICHõS 
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the modern societies. Additionally, the era in which we live being characterized by the changes, 

events and continuing cultural revolutions has created a situation where we cannot survive in 

except those who are able to adapt and cope up with its variables and requirements.  

Although the democratic transition in Jordan has been the result of the political sovereign 

decisions taken and implemented in Jordan, yet there are ranges of factors that have led to this 

transfer. These include the local factors such as: the geographical, demographic, economical, 

security, leadership, and educational factors in addition to the regional factors, international 

factors, or all of these factors together, or as a result of the interaction among these factors. 

Although these factors are interrelated and interacting with each other, they cannot be separated. 

In fact, in this article we will discuss one of the internal factors represented in the educational 

aspect due to its importance in terms of the depth of its educational impact in the sustainability of 

democratic life and its stability on the one hand and the effect of democratic transition in the 

promotion of democracy education on the other hand.  

The significance of the relationship between the educational dimension and the democratic 

transition that Jordan witnessed in 1989 stems from the fundamental interactive nature of the 

relationship between the educational system and political system. Perhaps the developments that 

the educational sector witnessed since the establishment of Jordan would not doom to succeed 

without the political decision which increasingly expanded the educational sphere to keep abreast 

of developments and modernizations taking place in the contemporary world. Also, the political 

decision-maker in Jordan recognized that the role of education is of a paramount importance in 

assisting to achieve the political, social and economical development.  

 In order to understand the relationship between education and democracy in Jordan, we should 

examine the extent of the impact of the education reality in the decisions, general political trends, 

the decision to proceed towards democracy, development and stability on the one hand, and the 

impact of democratic transition on the educational aspect and the consolidation of democratic 

concepts. In view of that, we shall discuss the development of education in Jordan under the 

umbrella of the political trends, the mutual influence between the educational reality and the 

political system; also we will tackle the democratic life and its relationship with the educational 

reality in Jordan.  

 

2. Education in Jordan  

The population of Jordan was estimated to be nearly (5.3) million in 2009 and that the rate of the 

population growth is approximately (2.5%) in 2004 despite the fact that the approved rates to 

estimate population in 2003 was approximately (3.8%). This rate is considered to be one of the 

relatively high rates worldwide whereas it is relatively the average rate on the level of the Arab 

States and the developing countries. Meanwhile, the Jordanian society is characterized by being 

a young society as (37.2%) of the population is under the age of fifteen, (56.5%) lies within the 

age category of (15-59 years) and that the rest (6.3%) are more than 60 years. The rate of those 

who are enrolled in various stages of education is (30.9%) of total population.  

Furthermore, the Jordanian society is characterized by the high rate of the population enrolled in 

education where the total number of people enrolled in various stages of education as of 2009 

about (1.8) million students (males and females). This figure represents (30.9%) of the total 

population. Whereas the illiteracy rate among the Jordanians those who are (15) years or more is 

amounted to nearly (10.3%), males about (5.6%) compared to (15.1%) for females. The high 

illiteracy rate among females can be attributed to certain cultural, social and economic factors. 

(Department of Statistics, 2009)  
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In 2009, the expenditure on the public education in Jordan constituted 0.5% of the gross 

domestic product (GDP) and 1.1% for the higher education and universities. Essentially, these 

rates are relatively modest compared to other countries. To cover such expenditures, the 

university fees contributed by 54.6% of such a cost, while the government support contributed by 

(31%) and the rest from other sources.  

According to the Jordanian Constitution of 1952, the primary education is compulsory and free 

of charge. The statistics of the Ministry of Education in 1990 reported that 93% of the students 

enrolled in primary schools and 72% in secondary schools. Such rates are close to the case of the 

industrial democratic states (Rashdan, 2003: 85-95).  

The philosophy of education in the Kingdom of Jordan stems from the Jordanian Constitution, 

the Arab Islamic civilization, the principles of the Great Arab Revolt, and Jordan national 

experience. This philosophy is represented in a range of the bases of intellectual, national, 

nationalism, humanitarian, social, and the political and social participation within the democratic 

system as an individualôs right and duty towards his/her society. One of the main principles of 

the educational policy in Jordan is to insist on    the importance of political education in the 

educational system in addition to the consolidation of the principles of participation, justice, and 

democracy along with practicing it.  

Education in Jordan has witnessed an expansion that includes all its various stages, whether in 

the public or the private sectors. This expansion has come been to meet the growing demand for 

education, especially the higher education. Such an expansion in level of school education might 

be justified as a result of the compulsory education, while the expansion in higher education 

(universities and community colleges) came to meet the growing demand for it locally (Bani 

Issa, 1995: 26). In this context, school is considered the natural incubator of the educational 

system, where individuals receive the major volume of knowledge and the educational 

experiences, besides getting the education that constitute their attitudes and preferences including 

their intellectual future and contributions to the political life. Higher education is the natural 

incubator to incite the political thought of the different categories of the society and the 

thoughtful expression of their will. The following is a quick review of the educational system 

development in Jordan:  

 

2.1 The Development of the Role of School in the Jordanian Educational System  

 

When examining the development of schools number in the Kingdom, it indicates that there had 

been very little public and missionary schools in Jordan under the Ottoman rule. The number of 

schools under the British Mandate since 1921 until 1946 remained the same and without any 

significant change when compared with the foregoing era, particularly in remote rural areas 

(Wahlin, 1987: 15-157). The reasons that contributed to the limited number of schools during 

that period is the policy adopted by the British Mandate to limit the education in the mosque of 

the village, and to avoid the establishment of a strong national educational system. However, that 

limited number began to grow slowly until 1946 when there were 73 schools after it was 

suspended to be 44 schools during the British Mandate (Wahlin, 1987: 15-157).  

However, 1950s witnessed a remarkable development in this direction where the distribution of 

schools by region became more unbiased. This resulted in the spread of schools in rural and 

remote areas, and thus the number of schools increased by nearly two folds in that decade to 

reach 159 schools in 1955 (Wahlin , 1987: 15-157). This constant increase in the number schools 

had been accompanied by an increase in the representation of students from rural areas. As those 



      ijcrb.webs.com 

      INTERDISCIPLINARY JOURNAL OF CONTEMPORARY RESEARCH IN BUSINESS 

 

COPY RIGHT  © 2010  Institute of Interdisciplinary Business Research                               

 
81 

 
 

NOVEMBER 2010 

VOL 2, NO 7 

 

students represented only 32% of the total registered students in schools in 1945, the ratio grew 

up to 45% in 1979/1980 (Wahlin, 1987: 15-157), despite the constant decline in the number of 

the residents of rural areas in the same period .  

During the period started from the early 1950s until the process of democratic transition in 

Jordan in 1989,   the Ministry of Education, the private sector, and the United Nations Relief and 

Works Agency for Palestine Refugees (UNRWA) officially managed schools. The total rate of 

schools whose management was directly supervised by the Ministry of Education was 76% of 

the total schools in the kingdom by 1989(The United Nations Educational, Scientific, and 

Cultural Organization, 1989: 3-94).  

Statistics of the Ministry of Education as of 2009 indicate that there was (1.6) million students 

(males and females) in the primary and secondary stages in the latter various branches. Of those 

students, there are (1.1) million students in schools of the Ministry of Education, and (0.33) 

million students who were studying in private schools that are owned by the private sector. The 

rest were distributed between UNRWA and other government authorities.  

Those students enrolled six thousand schools that belong to the Ministry of Education (56.9%), 

(38.9%) owned by the private sector, and the rest belong to UNRWA and other government 

authorities. It is worth mentioning that the value of the public expenditure on education is very 

high as the budget of the Ministry of Education is approximately amounted to (11%) of the 

general budget of the Kingdom. (The Ministry of Education, 2009)  

Indeed, the educational gap between rural and city areas became narrower to a great extent since 

1979, especially with the government's efforts to provide education for all, including the efforts 

paid to eliminate literacy where the aged are taught the skills writing and reading in classes 

designated for this purpose. Researchers noted that the enduring successes in the field of 

education have greatly helped to achieve similar successes in the field of modernization and 

political development. All of these successes are attributed to the political efforts that applied the 

expansion strategy in the opening of schools and encourage the private sector to contribute to the 

educational efforts in the Kingdom (Gubser, 1990: 15-16).  

 

2.2 The Development of the Role of Higher Education  

 

University has multiple functions including education, research, and community service and 

these functions have been developed and expanded in the modern era. Such functions are no 

longer limited only in graduating a group of engineers or physicians; it has exceeded that to 

become the leader of the pace of development via revealing the newly discovered facts and 

providing solutions to the current and future problems. The higher education is considered the 

important and significant stage and it seeks to achieve the following objectives:  

i. Preparing leaders in the various social, political and intellectual fields  with the aim not 

only to preserve the cultural and the prevailing social pattern, but also to lead the change 

in the best society.  

ii.  Contributing, along with other social institutions, in the social, economic and cultural 

creation process effectively. Such a process is crucial for the accurate sound interactions 

in the community that will ultimately lead to the individualôs adaptation with himself and 

the community where he/she lives.  

iii.  Providing students with the essential education and training that qualify them to engage 

in areas of productive work efficiently and competently.  
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iv. Contributing effectively to the development of mental abilities of students through 

education and scientific research.  

Generally, the university education has three main functions in the modern society, namely: 

education, the scientific research and public service (Omari, 1997) (Al Rasheed, 1996).  

The post-secondary education till 1951 had not been available in Jordan, as the students of 

secondary school graduates were obliged to go abroad to follow their higher education. The total 

number of Jordanian students who were studying at the Arab universities in 1948 was (223) 

students. However, the three decades that preceded the democratic transition process in Jordan 

witnessed Jordanôs supremacy in higher education at the level of the Arab world, especially in 

the establishment of scientific institutions as well as the universities and colleges according to 

advanced scientific standards despite the scarcity of national resources. The educational planners 

have succeeded in the development of major foundations of the higher education through the 

report of the Committee of Education Policy in Jordan issued in 1986, which recommended that 

the educational policy in the Kingdom shall be based on a number of foundations and principles 

derived from the Islamic and national heritage, the country's constitution and the political, 

economic and social dimensions of the national experience   .  

The first step has begun via the establishment of the higher education institutions in Jordan in the 

wake of the unity between the two banks in 1951 and this was through the inauguration of a class 

for the rehabilitation of teachers in Al Hussein College in Amman, and the female teachers 

college in the city of Ramallah in the West Bank in the same year. The total number of teachers 

institutes that had been set up in 1962 when the first university was established in Jordan (Jordan 

University) had been (11) institutes. In 1980, the male and female teachers institutes were 

converted into community colleges which rapidly developed in terms of its number to be (52) 

colleges in 1985 distributed throughout the Kingdom.  

Prior launching the democratic transition, Jordan had witnessed an expansion of university 

education including the establishment of Yarmouk University in 1976 and followed by the 

establishment of Muôtah University in 1981, then the University of Applied Sciences & 

Technology in 1986. Meanwhile, the number of community colleges decreased subsequent to the 

democratic transition and that the Ministry of Higher Education granted the first license to 

establish a national private university (Al Ahliyya Amman University) in the academic year 

90/91, to be followed by the establishment of private universities which reached the total of (12) 

University where (31000) students joined them during 96/97. Also, another seven private 

universities were granted establishment licenses by the new millennium. There are (20) public 

and private universities in the Hashemite Kingdom of Jordan of which (8) public universities 

each has its own features in terms of location, programs, students, and capacities especially the 

financial capacities. The number of students enrolled in the Jordanian universities reached about 

(219.2) thousand students where (192) thousand students in the undergraduate level and this 

represented (93.3%) of the total students, (70%) in the regular program and the rest in various 

special programs.  Students graduate programs constituted (8%) of the total number of 2009.  

Pertaining to the curricula of the various levels of education programs, they have played a critical 

role in increasing political awareness, encouraged political participation, and the adoption of 

democratic practice. This attitude has been supported by all means of media: printed, video and 

audio as well as the support of the United Nations Development Programme to establish a 

national center and an independent consultancy council for human rights. Both are tasked to 

organize training courses for journalists, judges, lawyers, educational inspectors and workers in 

the non-governmental organizations to care for issues of democracy, the right of access to 
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information and women's rights. Therefore, the school curricula have been modified to include 

all the natural democratic rights contained in the Declaration of Human Rights and the Jordanian 

Constitution of 1952. In this context, it is noted that the system of the western world, particularly 

the U.S. administration, has pushed the Arab countries, including Jordan, to change their 

educational curricula being accused of spreading a culture of violence and hatred to be more 

open to other cultures (Hourani, 2005: 170).  

In brief, one can stipulate that the development of the educational process has been tied with the 

establishment of the Jordanian State since the establishment of the Emirate in 1921. Meanwhile, 

such a development had been slow in the early era of the State because of the prevailing political 

and economic conditions at that time. Indeed, during the reign of the late King Hussein (1952-

1999), education had noticeably been developed where Jordan has become superior to the 

neighboring Arab countries in this field. The comprehensive plan of educational development, 

started at the beginning of 1990 and being consistent with the democratic transition in Jordan, is 

considered one of the most prominent educational achievements that translated the political 

leadership interest- in this aspect - in addition to the Education Act No. (3) Of 1994, that is 

continuously improved towards greater openness to the educational theories of the western 

democracy (Rashdan, 2003: 85-95)  

The most important variables that affect the higher education in Jordan is the increasing demand 

for education at a time when the existing institutions are unable to satisfy such a demand, the 

imbalance of geographical distribution for the educational purposes, and the continuing rise in 

the cost of education. All of these variables have constituted a burden on both the educational 

institutions and the students in addition to the apparent deficiency in realizing the principle of 

equal educational opportunities.  

 

3. The Strategy of Higher Education in Jordan  

The national strategy draft of the higher education comes in the context of a national initiative 

led by His Majesty King Abdullah II to achieve a comprehensive change in the higher education 

and scientific research, to encounter the challenges and difficulties facing the higher education in 

Jordan, and promoting the sector to ensure its development and its responsiveness to modern 

changes. This strategy aims to promote higher education to match the international levels and 

raise its competitive advantages in terms of performance, quality assurance, openness and 

integration with the global trends of higher education through the introduction and adoption, 

adaptation and resettlement of information technology to achieve the transition from the profit 

economy to the knowledge economy. The elements of the national strategy for higher education 

adopted the following topics:  

 

i. Admission Element. This factor aims to develop the admission policy and its standards to 

achieve justice, equal opportunities, competitiveness and responsiveness to the needs of 

national development, taking into consideration the capacity of the universities and the 

adoption of the General Secondary School Certificate average assigning it a certain rate 

as a standard of admission.   

ii.  Educational Plans and Programs Element. This aims to develop and update the 

educational plans and programs, develop the university requirements, and prepare 

students to have self-motivations to respect the Constitution, the foundations of 

citizenship culture, in addition to the technological, language and computer skills.  
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iii.  Human Resources Development Element. This element aims to enhance the level of 

qualifications, competences and experiences of human resources working in higher 

education.  

iv. Scientific Research and Higher Education Studies Element.  It aims at upgrading, 

supporting and upgrading the level of scientific research and postgraduate studies, and 

giving the private sector a greater role in this element.  

v. Development of University Management Element. It aims to develop the university 

management staff to ensure their ability to manage the change and raise the level of 

performance through the adoption of the principles of decentralization in management, 

execution, transparency, accountability, efficiency and competitiveness in the selection of 

university leadership.  

vi. University Financing Element. This element aims to diversify the financing sources of 

the higher education to ensure the provision of the its institutions with the essential funds 

to achieve excellence, quality assurance, and their independence in addition to support 

financially unable students.  

4. Theoretical Relationship between Education and Democracy in Jordan 

The role of education is not confined in the limits of motivating students and challenging their 

capabilities through providing them with the explanations, questions and exams. Indeed, this 

policy has become inadequate for the righteous education; the righteous education is when the 

teacher himself identifies the goals that he/she is directing his/her students to achieve them. 

Additionally, the teacher should be aware that there is no value in any learning process that does 

not contribute to the achievement of a desirable objective. The righteous education should be 

directed to let students acquire experiences that have an effective impact in achieving the 

educational goals of the grade they are enrolling (Khatib, 2003).  

Based on this point, the educational institutions work hard to create compatibility and the 

learnersô psychological, social, educational and vocational adjustment in order to reach their 

maximum goals of growth which includes preparations, capabilities, skills, tendencies, trends, 

feelings and personality features. Additionally,  school bears the responsibility of changing the 

studentsô behavior, i.e., from negative, aggressive, subversive or criminal patterns into positive 

patterns characterized by obedience, discipline, commitment, and respect of law order, and rights 

of others. Hence, the school guidance is intended to assist the individual to adapt according to the 

conditions and circumstances of the society as well as the prevailing practices in order to enable 

the him/her to enjoy a stable life in his/her society according to the education and culture which 

the people of this community are accustomed to (Abdel Aziz et al., 2004).  

As a result and based upon the international agreements,  the Jordanian political system had 

served- over the past decades- to achieve the principle of equal opportunities in education by 

providing equal educational opportunities to all its citizens at all stages of education and diverse 

tracks as well as standardizing the educational levels. Also, the educational system in Jordan 

served to consolidate and develop its message being based on the human emancipation from the 

shackles of ignorance, illusion and superstition, and to be away from the illogical trends and 

fanatic ideas to focus on freedom but in compliance with the spirit of responsibility, discipline, 

respect of others ideas (Alfrejat, 2002: 20 - 119). By doing so, i.e. the political system, it has 

managed the educational process in a way that serves the trends of the political decision, 

especially with regard to the development of the largest sector of the society in the direction of 

dealing with the tools of the contemporary era and methods of thinking, and so ensuring the 

internal intellectual, political and societal stability.  
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On the other hand, the educational system and to a great extent affects the political decision. Due 

to the presence of a high proportion of the community at the school stage, this shall boost the 

social and political awareness, particularly with regard to the rights and duties mainly the other 

civil rights. This means that there is an interrelated and compatible relationship of interests 

between the educational and political systems. Such a relation has been realized by the political 

decision-maker as a necessity that benefits the public interest.  

The subject of democratic transition has occupied an ever-increasing debate among the 

intellectuals of the contemporary democracy theory since 1989, called by some researchers 

"Year of Truth" named after the collapse of the Soviet Union and the emergence the transition 

wave from authoritarian regimes to democratic systems. Samuel Huntington called this era as the 

third wave of the democratic transition whose roots go back to the year 1974 (Cooke, 2000: 

146.). We can say that there is a difference in determining the beginning of this wave and its end; 

however, Huntington pointed out that the first wave started in the early nineteenth century and 

included twenty countries. He continued to say that there was a counter wave in 1942 led to the 

reduction in the number of those states to be 12 democratic states. Then, the second wave began 

after the World War II and those countries increased to be more than thirty countries followed by 

the collapse of democracy in a number of them. Finally, the third wave started in Portugal in 

1974 and spread to cover more than 60% of the total countries of the world (Huntington, 1997: 

3-72).  

The democratic transition as any continuing process has its own factors, variables, or 

determinants known as "causes affecting the policy makersô recognition, and driving them to 

adopt specific patterns of behavior to deal with its content positively to achieve a sort of 

democratic political systems" (Al-Ramadani, 1991: 162-141). And these factors also can be 

defined as the motives for the political decision-makers to take decisions that would change or 

modify the political reality in a specific time period towards democracy.  

Based on this perspective, the political transition towards democracy in Jordan is considered to 

be the result of political and sovereign decisions taken and implemented in Jordan forced by 

motives that may include local, regional, international, combination of these motives together, or 

as a result of the interaction of these motives with each other. Thus, these headlines fall within 

the context of democratic transition in Jordan and as follows:  

 

i. Local Factors: Those are the set of internal factors characterized by relative permanence 

including the geographical, population structure, economic, security, leadership, and 

education factors.  

ii.  Regional Factors: Those are the factors resulted from the Jordanôs natural interaction with 

its geographical surrounding, such as: the Arab-Israeli conflict.  

iii.  International Factors: those are the set of external factors that are characterized by being 

temporary ones, such as: development of the new world order, the collapse of the Soviet 

Union, the international pressure, and the foreign aids.  

One of the internal factors that assists in the process of democratic transition is the political 

culture which determines the direction and speed of the transition process. Incidentally, we have 

to distinguish between the citizensô permanent cultural patterns and the short-term trends of the 

publicôs reactions towards certain events, as well as between the eliteôs culture and the culture of 

the public. Notably, the cultural factor is considered to be less important and more adaptable at 

the beginning of the transition process; nevertheless, it becomes more important as the process of 

building of democratic political institutions continues, then it becomes inevitable in the process 
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of promoting democracy (Attila, 1998: 17). When we analyze the reality of political culture 

during the democratic transition process in Jordan, we find that this factor played an important 

role but not a central one. In other words, the citizensô pursuit to achieve the democratic life and 

political participation was not as a result of a former lack of political culture that once they got 

they resorted to democracy. On the contrary, the situation of political culture had been in 

existence since a long time due to certain considerations that Jordan witnessed including the 

abundance in the political events and as a result of Jordanôs need for the investment in human 

resources given that the lack of physical resources.  

Gugliard believes that education, whether formal or informal, is the center of the development of 

democratic and cultural dialogue among nations, particularly after most of them are becoming 

nations of multi-compound cultures (Gugliard, et al, 1995:54-57). Also, Evron believes that 

educational policies under the transition to democratic life should be centered on the 

development of human resources, directing and utilizing them in order to influence the 

multifaceted relationships of human activities and the development of societies and their cultural, 

social, religious activities in addition to enhancing levels of mutual understanding, and 

integration within the same society as well as among other societies (Evron, 2007: 10-31).  

To achieve a successful transition towards democracy, the educational systems should serve to 

instill the meaning of understanding and mutual respect among community members of different 

affiliations, along with activating the human rights of all individuals. In this context, the 

educational process works under the transition process towards the democratic life to abandon 

ideas of groups that claim a monopoly on facts to provide the opportunity to accept new ideas.   

The democratic transition also assists the society to accept the opinions of each other as well as 

the other cultures. Perhaps the society membersô unawareness of the characteristics of each other 

and the implications of democracy are major impediments against the democratic transition and 

the dissemination of the principles of tolerance. Thus, part of the major educational objectives is 

to help students understand the social relations and the systems surrounding them in light of the 

state and society tendency to realize a democratic life (Gugliard, et al, 1995:54-57).  

According to Hoffman, the end result of Jordanôs decision to move towards the democratic life 

that it has started to teach students life skills aimed at teaching them to live with the culture of 

peace which focuses on providing them with the confident behavior and personal enduring 

commitment to peace (Hoffman, 1995: 15). This has been confirmed by Nussbaun (Nussbaun, 

1997:26) that the education of students, in particular, and the public, in general, the culture of 

living peacefully in a democratic atmosphere following resolving disputes with neighboring 

countries shall lead to the development of special abilities of the students which shall qualify 

them to sustain stable political and social lives. However, some researchers found it difficult to 

teach students the culture of peace, especially when they have suffered from the effects of 

violence in the states at odds. Indeed, this has pushed them to adopt positive attitudes but 

towards the war (Punamaki, 1999: 127, and Gillett, 1974:23).  

This motivated other researchers such as Eisner (1994) to believe that the democratic transition 

process in Jordan had an opportunity to initiate educational programs designed to create positive 

attitudes among students towards the peace process with Israel in addition to spreading the 

principles of tolerance and concepts of acceptance of the others. Therefore, schools have been 

the best places to spread the concepts of democracy that will build studentsô way of thinking and 

their attitudes toward new visions consistent with the resolution of armed conflicts via the 

democratic notion being closest to peace (Eisner, 1994:97). Additionally, others have 

emphasized that the democratic transition phase seeks to promote stability, security and mutual 
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respect through the inculcation of meanings of tolerance among students and in the community 

where these concepts are difficult to be taught in non-democratic atmospheres (Chalmers, 1999: 

173 and Efland, et al., 1996:95)  

 

4. Education and democracy in Jordan  

Notably, the political leadership in Jordan has not stopped at the point of constructing various 

educational institutions and encouraging the private sector to contribute to the educational 

process prior to initiate the transition towards the democratic life. Yet, it sought to direct 

education towards predetermined political objectives represented in the organization of the 

Conference of Educational Development in 1987. This conference called for the constant review 

of the educational process through the methods of training, rehabilitation, modernization and the 

evaluation of all the components of the modern educational process. Interestingly, the results and 

recommendations of the conference concentrated on the issue of focusing on students and to 

consider them the center of the educational process in addition to the unprecedented emphasis on 

their rights as individuals. This necessitates the pursuit of simulating the Western democratic 

model in education. Additionally, the educators noted that the general decision focus was to 

provide the students with the opportunity to express themselves away from the beliefs of 

traditional education which were based on the methods of lecturing, recitation and memorization. 

Thereby, enhancing the studentsô capabilities to interact and understand the views and to grasp 

the concepts of variation which are the pillars of democracy.  

As a historical proof of the processes to prepare the society by the political system to 

acknowledge the democratic life and to contribute to its success is the nature of the history of the 

Arab education in general. In 1946 an Arab conference sponsored by the Arab League was held 

and devoted to the unification of the curricula in the Arab countries on the basis of the nation's 

history, values and beliefs. The attendees of that conference approved four basses underlying the 

educational curricula including: the philosophical basis stemming from the nation's beliefs and 

values, the social basis that takes into consideration the nationôs habits, ideals morals, traditions 

and the development, economic and social needs of the society, as well as future needs, the 

psychological basis which is based on the needs of student development. Finally, the knowledge 

basis related to the scientific and technical progress. 

Since democracy is a comprehensive system for all political, economic, social, cultural and 

intellectual spheres, it is necessarily linked to education to a great extent. Democracy cannot 

prevail in any society unless education is spread besides community awareness of the rights and 

obligations under a fair system of governed by freedom, justice, equality and the positive 

participation of all individuals in the political decision-making (Rashdan, 2003:85-95).  

We also find that the motive that assisted the political system to modernize and guide the 

education towards the democratic life is the international organizations- especially UNESCO and 

some western countries ï requiring the Arab world to necessarily change the educational 

curriculum to focus on the culture of peace and human rights. For example, the Plan of Canada 

content- entitled The Educational Reformï to emphasize the need to create professional projects 

for the local community with the aim to provide job opportunities and to reject the disciplines 

that are not required by the labor market such as literature and religious majors.  

The educational system, whose overall decisions is based on the Jordanian general policy-maker, 

has realized the need to provide the educational process with a sufficient number of qualified 

teachers who are able to implement those curricula. Therefore, the political efforts has sought to 

update this important hub of the educational process resulting in the increase in the rate of 
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students aged between 6-11 years to be 93% in 1980. As per the rate of the students whose age 

category is between 12-17 years, it has been 68% and the number of qualified undergraduate 

26% of the total population. Indeed, this case has been in existence prior the democratic 

transition (The United Nations Educational, Scientific, and Cultural Organization, 1989: 3-49).  

Based on the above, we find that the political system has discovered earlier that the development 

of education is not just an option, but a necessity imposed by the rapid and successive change 

that outlines the nature of modern life in the era of globalization. Also, this system has found that 

the education development is one of the crucial solutions for internal crises. Additionally, it has 

realized the need to utilize the educational process in achieving the objectives of sustainable 

development, which means focusing on programs and plans that can be implemented in 

professional, behavioral and scientific fields. Also, it refers to the need for achieving the well-

being and prosperity of the society taking into account environmental factors and the 

maintenance of natural resources. 

In addition, the political system sought to achieve a high degree of harmony between the 

educational system of Jordan and the demands of globalization. This is to keep pace with 

developments of the contemporary era, liberating human being, and changing humansô ways of 

living through education, training, employment, innovation, and opening up broad prospects for 

the empowerment of individual freedoms and consolidate the role of the effective participant 

citizen with an open-minded personality.  

In this regard, one has to acknowledge that the Jordanian political system, which manages the 

educational process, has succeeded to some extent ï compared to certain current condition of 

other Arab regimes - to explore the prospects of the future educational and political horizons. It 

also has realized the need to have a profound educational revolution that is concerned with the 

mechanisms of globalization which have contributed to highlight the existing deficiencies in the 

behavioral structure and values of all societies, particularly the developing countries. Also, the 

political system has been conscious of the need to achieve a real revolution in the education 

sector so that it can contribute to the anticipated physical and moral production. Therefore, to 

keep the system and its natural components away from risks of underdevelopment compared to 

the rapid progress in various fields. Perhaps one of the deficiencies of the developing countries- 

according to the officials of the World Organization for Education, Science and Culture- is the 

inability of some systems to accommodate the need to utilize educational dimension to achieve 

the modern technological and economic achievements.  

Jordan has achieved significant educational strides that greatly affected the growth of society and 

its development as a result of the activation of the relevant educational laws. Pursuant to the 

Education Act No. 16 of 1964, Law No. 27 of the year (1988), equal educational opportunities 

were provided for all who reached the age of the obligatory education level.  Also, a school is to 

be established for each inhabitants gathering. Additionally, the Jordanian Constitution has 

guaranteed education for all residents on its territory, regardless of their nationalities and equated 

between the Jordanian and Arab citizen in these rights. Thus, the proportion of illiteracy declined 

and Jordan becomes in the lead of the world countries of the with regard to the low illiteracy rate 

(11%). Furthermore, the increased access to education has increased the proportion of awareness 

among the community members inspiring many of them to take part in the political life (Alfrejat, 

2002: 20-119).  

Jordan's history reveals such a political awareness as demands for political participation 

embarked on since the foundation of the Emirate. Nevertheless, control of the executive 

authority, the martial law and the emergency law which were in effect led to the suppression of 
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such claims. Taking in consideration that many of these claims had a counter attitude of that of 

the political system at that time (Alfrejat, 2002: 20-119)  

The educational system in Jordan has provided the increasing numbers of people with real 

opportunities to get to know their rights and responsibilities and helped them to play a part in the 

public life. Definitely, means of modern technology have also contributed to raising awareness 

and promoted the process of education in Jordan. Jordan was the first among Arab countries that 

encouraged its educational system to use computers and means of modern information and 

communication, in addition to the use of satellites in education (Kuwari et al 1996: 32-76).  

Schlotter, Dinson, Mary Bowman, and Baker studies at the United States of America revealed 

the value of investment in humans in people. In one of those studies, it was found that (36% -

70%) of the increase in the national income during the period 1929-1957 was attributable to 

educating workers. Another study showed that (50%) of the increase in the national income for 

the years 1911-1961 was attributable to the improved level of education, this was promoted by 

the results of another study indicated that education contributed to a rate of (42%) increase in the 

national income. Aukrust also concluded in his study about the Norwegian economy that (50%) 

of the economic growth rate during the period 1900-1955 reached (3.39%) annually and that was 

due to education        (Altuinsonce, 1999:16). In this context, scientific studies have shown that 

(34%) of the economic growth is due to new scientific knowledge, and (16%) resulting from 

investment in human capital through education. in other words, (50%) of economic growth can 

be attributed to education in its comprehensive concept (Apostle, 2005).  

Studies suggest that education expenditure and investment in Japan reaches up to (16%) of the 

GDP and in the United States nearly (20%) of GDP is invested in education and training in 

general while the higher education share reaches about (7.5 %) of the GNP. Empirical studies in 

the field of economics of education have proved the importance of investment in the human 

capital in addition to its impact on economic development and that the true output of 

achievement is directly linked to the number of years devoted to education (Al Shriô et al, 2005).  

Based on that, the impact of the educational factor is not limited to the direct impact on the 

democratic transition but it extends to include other factors such as the economical factor which 

represents the central engine of the process of the democratic transition, especially the growth in 

GDP.  Lipsetôs hypothesis indicates that the economic prosperity pushes for more democracy 

justifying this hypothesis in that democracy can flourish and everybody can be allowed to 

participate in elections only in rich countries inhabited by small numbers of the poor (Lipset, 

1994: 1 -22). However, ñSiroway and Inklesò (Siroway and Inkles, 1990 : 126-57) and 

ñPrzeworski and Limongiò (Przeworski and Limongi, 1993 : 51-69) believe that there is no 

relationship between democracy and economic growth. This means that education has a direct 

impact on the democratic transition and an indirect impact through the impact of education on 

other factors affecting the democratic transition, most importantly is the economical factor which 

is the major engine of democratic transition.  

5. Democratic Life at Universities 

University life is a transitional stage between the secondary school and the practical life. It is the 

stage where the student's intellectual and scientific personality is formed and through which 

he/she becomes qualified to enroll into the practical life. In order to improve the studentôs 

intellectual from a political perspective, the Law of Jordanian universities stipulates the 

establishment of student councils in each public and private university. These councils serve as 

the parliament having the same divisions that are  in force in Jordan, i.e., the studentsô House of 

Representatives and the Upper House where we find that the Council consists of elected students 
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(House of Representatives) and the other is appointed by the President of the University (the 

Upper House) according to the bases and standards stated in the regulating instructions of the 

work of these councils issued by each university.  

The democratic methods are exercised at the Student Council in terms of election, discussion and 

meetings besides that it activate the role of students in the university decision-making related to 

students. The instructions of the Student Council as per university shall be issued separately. In 

the meantime, when examining such instructions, it was found that they are similar. Here, we 

will examine the Instructions of the University of Jordan as a model of these councils. These 

councils aim at supporting  the students activities in the scientific, social, cultural and sports 

spheres at the university as well as promoting the spirit of cooperation, the concept of teamwork, 

following up students issues, make them aware of their duties,  coordinating with the university 

management to solve their problems, and developing the democratic practices, the spirit of 

dialogue, respect of others and the development of the student's integrated personality that is 

conscious to the issues of promoting the interest in the nationôs concerns and to promote  the 

belonging to the university, the homeland and the nation within the values of the Arab-Islamic 

civilization and heritage. Additionally they aim to provide opportunities for positive interaction 

between the student body and departments, faculties and the university management, to support 

the academic process,  and to cooperate with the University in providing aid and assistance to the 

needy students (University of Jordan, 2010). The Students Council is composed of a number of 

students where half of them are members of the public board, and the university President 

appoints the other half. The elected students are distributed among the faculties by at least one 

member from each faculty in addition to a number of heads of Student Clubs and activists in the 

field of student affairs. The instructions considered each college at the university as one electoral 

district. (University of Jordan, 2010).  

An administrative committee shall be responsible for managing the Council affairs composed of 

the President, Secretary, and the heads of the permanent committees of the Council. These are 

the Financial Committee the Voluntary Work and Community Service Committee, the Foreign 

Relations Committee, and Students Affairs Committee, and Student Activities Committee.  

The administrative board shall be responsible for the following tasks: the election of the 

Treasurer among its members, the implementation of Council decisions and follow up its 

recommendations, the preparation of the draft budget of the Council, supervision of Faculties 

Committees and monitor their performance, providing a draft of an action plan for the students 

programs and activities,  and finally examining the student issues and propose appropriate 

solutions, (University of Jordan , 2010).  

Each university determines the internal bases to conduct the Student Council elections. 

Additionally, students at Jordanian universities practice the democratic methods through their 

participation in the elections of their representatives at the Student Clubs as well as the scientific, 

methodological, and student committees at university.  

 

6. The impacts of politics at education and the democratic transition 

Gubser believes that it is impossible to separate the educational system and its development in 

Jordan from the development of the political events and their outcomes. He justifies this by 

stating that the educational system has served the government's policies, and contributed in 

shaping the identity of Jordan to a large extent. He added,ò The educational factor was closely 

linked to the national identity in Jordan, particularly because of the urgent need to guide the 

society towards unity, cohesion and integration between its classes under the displacement of 
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large numbers of Palestinians to Jordan since its independence,ò (Gubser, 1990:15-16). Thus, 

education had been a powerful tool to play a vital role in maintaining social cohesion and 

impeding attempts to threaten the political and social stability. Also the political culture played 

an important role in the introduction of political openness and political pluralism. This was noted 

by the researchers who commented, ñThe political openness that Jordan witnessed contributed to 

the increase in the number of educated citizens among the eastern Jordanians influenced by the 

democratic ideas, modern politics, the approach the modern democracy (Al Kuwari et al, 2002: 

32-76)  

 

However, the Arab-Israeli conflict has played a significant indirect negative role towards the 

democratic culture which dominated the Arab mind and conscience. Also, it drew the people 

public attention towards the external risks they face more than the attention to the democratic   

life or the issues related to the participation in the legitimate authorities and getting the public 

freedoms (Al Kuwari et al, 1996: 32-76).  

Based on that, if democracy is linked to all areas of life, then its association with the field of 

education is solider and closer (Alfrejat 2002: 20-119). It is known that education essentially 

helps to consolidate the political and social stability (Alfrejat, 2002: 20-119).  

 

As per the provisions of the Education Act No. 3 of 1994 -Article 3- pertaining to the  

philosophy of education that emerged from the intellectual, national, humanitarian and social 

conceptual bases. All these bases are centered on the principles of democracy, and social 

foundations, such as:  ñJordanians are equal in rights, duties, respect for individual freedom and 

dignity" taking in consideration that democracy is a relative concept with regard to application 

and it is very similar to the concept of relative freedom. Meanwhile and absolute democracy or 

freedom has proved to be impossible to achieve in any society up to date (Alfrejat, 2002: 20-

119).  

 

As a proof that sustains the democratic approach in the Jordanian education is the Late King 

Hussein's speech to the Arab nation as of 23/11/1992 in which he underlined the democratization 

of education, stating, "We chose, in this country, the resumption of full stage of political 

democracy as we have succeeded in spreading the educational and cultural democracy. We were 

and still address our issues by tolerance and forgiveness proceeding from the consolidated 

foundations that control our eternal political faith in terms of our beliefs and civilization and to 

raise the flags of freedom, justice and the dignity of the human as an approach and a guiding 

light. Within these adopted rules we see Jordanian democracy as a model to be resembled and an 

irreversible option for our people and that our commitment to freedom and justice and human 

rights and dignity is a firm commitment whose intellectual, approach and a message shall extend 

to the land of the whole nation "(Alfrejat, 2002: 20-119).  

 

7. Conclusion  

Jordan has replaced its scarce natural resources with the human resources for the economical, 

social, and scientific advancement. The issue of human resources development has occupied a 

great interest in political and planning departments. Thus, Jordanôs most important policies have 

been to encourage its citizens to seek knowledge and this resulted in the identification of the 

human resource development efforts to be in the form of quantitative and qualitative expansion 

in the educational, training and qualification sector at all its levels and forms.  
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Therefore, Jordan has witnessed a significant development in all political, economic, social, 

cultural, and educational aspects. Despite the scarcity of the resources of this country and the 

limited economic potential, it is classified in the forefront of the world countries in the field of 

education development. Indeed, it was stated in the report of the United Nations Human 

Development in 1997 that Jordan has the best curriculum among Arab countries in all standards 

measured by, and it is one of the first twenty countries in the world pursuant to these standards. 

The report of the international organization UNESCO on education for the year 1998 stated that 

Jordan has the highest rate of higher education certificates bearers among the Arab States and the 

third highest rate in the world compared to the population (Al Maôani, 2000).  

The observer of the education course of development in Jordan shall note that the factors 

influenced education during 1920s are significantly different from those that we are witnessing 

these days. The number of schools did not exceed 44 schools when the Emirate of Jordan was 

established due to economic, political and social reasons. Subsequent to independence, Jordan 

has witnessed an unprecedented and immense increase in the number of schools, teachers and 

students. The number of schools was more than 4500 schools by the end of the academic year 

1996 ï 1997 according to the statistics of the Ministry of Education in 1997. As per the fact that 

the education sector is one of the sectors that are affected by the evolution of the world 

developments and changes, the interest in formal education has increased dramatically leading to 

the development of political awareness of the Jordanian society. As a result of the status of 

political awareness, there has been awareness of the rights and duties of the various people 

segments that led to the development in their way of thinking towards the importance of political 

participation. Thus, the educational dimension significantly contributed in bringing about the 

political crisis that took place in 1989 which resulted in the birth of a democratic life where the 

existing system at that time take part in along with the local community. Following that, the 

educated groups began to call for more political openness, political participation, and the gradual 

transition to adopt a democratic approach.  

It could be argued that the existence of intellectual elite that have an intellectual depth 

represented by the large numbers of educated individuals and openness to foreign cultures might 

have contributed to the raising awareness and the political common sense of the people towards 

the national issues particularly the need to resort to the democratic system as a natural approach 

and the possible solution to political problems. Additionally, there is the accumulated experience 

of practical politics available to the Jordanian society - as the political and cultural elite figures 

occupy socially advanced centers since Jordan has more than 30 public and private universities 

and dozens of colleges and public and private institutes where approximately 250 thousand 

university students joining them, as well as 1.5 million students joining primary and secondary 

school stages who make up nearly 33% of the Jordanian society.  This is a good indicator of the 

progress achieved by the education sector and the unparalleled level of political awareness that is 

ever-increasing among them. If the efforts of the political leadership are added to these 

educational factors in the establishment of democracy in all the state institutions in general and 

education in particular to create a generation who is inspired by democracy, freedom of 

expression and open dialogue, then the interrelation between education and democratic transition 

can be understood(Al Masaeed 2001: 13-52).  

The absence of institutional democracy based on educated and open individuals is considered 

one of the reasons that led to the suffering of many of the world nations and their ignorance and 

disintegration. It could be argued that the role of the educated has stopped to call for the 

democratic life (Ramses, 1984: 88). Therefore, democracy is currently practiced in Jordan in a 
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clear and significant way, especially in the field of education. This has been assisted by the 

general atmosphere prevailing in Jordan, which is dominated by a spirit of democracy under the 

direct directives of HM the King to the successive governments to work to establish the 

meanings of democracy, justice, equality and the achievement of public and personal freedoms. 

Additionally, the instructions issued by the Ministry of Education emphasize the importance of 

serious and effective participation by teachers and students in decision-making, freedom of 

opinion and expression and the delegation of authorityéetc. that contribute promoting the 

democratic life (Al Masaeed 2001: 13-52). It also can be said that the interest in the educational 

system following the democratic transition is still active by both the ruling regime as well as the 

Jordanian civil society, especially in light of recognition of the importance of this system to keep 

pace with the march of advanced systems at all levels by everyone (Al Rashdan 2003:85-95).  

It is apparent that the importance of education and higher education in economic development, 

social and democratic transition, in addition to the outputs of education at all its levels and 

specializations are reflected directly and indirectly on the degree of economic, social and 

technical progress. Indeed, to attain the objectives of education and maximize the role in those 

aspects, its objectives, policies and strategies must correspond and be consistent with this 

significant role and to adapt to the economic, social and international changes. Also, since the 

university education is the final outcome of the educational process, and the that the output of 

basic and secondary education are  the most important inputs for universities, then the university 

education can be considered the measure and indicator of success of the pre-university education. 

Furthermore, the educational factor can indirectly affect the democratic transition through the 

economic factor. Education in Jordan is an investment in itself besides that the Jordanian 

educated powers contribute to generating economic growth and thus double the impact of the 

educational on the democratic transition, and serve as an element of promoting democracy in the 

country.  
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Abstract 

In this competitive retail banking market of Pakistan, customer switching is injurious for every 

bank. Banking sector reforms and emerging of foreign and domestic private banks with vast 

range of new banking products change the banking perspective in Pakistan. This diversity could 

make a positive or negative impact on banks customersô loyalty and switching. This study 

investigates the seven factors (Price, Reputation, Service Quality, Effective Advertising 

Competition, Involuntary Switching, Distance and Switching Cost) of customer switching which 

effects retail banking operations in Pakistan. These factors never examined before. The primary 

objective of this study is to identify the factors that influence customersô switching and 

determine the most important and least important factor that influence customersô switching 

behavior. Total 302 responses was recorded and show that all considered factors have significant 

effect on customer switching, however, ópriceô and óadvertising competitionô identified as most 

important and least important influential factors respectively on customer switching. 

Keywords: Customer satisfaction; Service Marketing; Retail banking; Price; Advertising; 

SERVQUAL; Pakistan. 

1. Introduction 

Customer switching and loyalty generally are two opposite split ends for future profit realization 

for any company. Customer switching ends with losing customer and affect the future progress 

of business and loyalty helps sustain of business. Loyal customers normally establish a stable 

relationship with an organization compared to non-loyal customers (Zeithaml, et. al, 1996). 

Loyalty directly related to customer switching and inversely related to operating cost. Customer 

switching means customers makes to stop purchasing particular services or patronizing the 
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service firm completely (Bolton and Bronkhurst, 1995). Customer loyalty has been viewed by 

some researchers as a specific desire to continue a relationship with a service provider (Czepiel 

and Gilmore, 1987).  

According to Stewart (1998), many literatures on ócustomer relationshipô advocate the 

establishment and development of longer-term relationships with customers. Banks are also the 

part of business in any environment. Customer switching is also a challenge for existing banks of 

competitive city of Karachi. Anderson et al., (1994) affirmed that customer satisfaction compels 

future profitability. It is a vital measure of performance for firms, industries, and national 

economies. Heavy use of satisfaction surveys by service industries is driven by the assumption 

that a satisfied customer will return for a repurchase (Jones and Sasser, 1995). We sought to 

assess this question: does satisfaction always imply customer loyalty? We had two possible 

reasons for a negative answer: First, dissatisfied customer may still continue his/her patronage if 

he/she expects no better from alternative suppliers. Second, satisfied customer may be willing (or 

even eager) to patronize alternative suppliers hoping to receive even more satisfying results 

(Rust and Zahorik, 1993).  

Cronin and Taylor (1992) suggested that the customer/ employee encounter can have a 

significant impact on both customer satisfaction and sales performance. Pakistan has diverse 

back ground people with different mind sets. As Khan and Amine (2004) stated that many 

geographic origins, ethnic identities, and different value systems of people in Pakistan, care 

should be taken when targeting consumers. So their different preferences and values can effect 

the business of banks of Pakistan. Tornow and Wiley (1991) showed a positive relationship 

between the perceptions, attitudes, and intentions of employees and customers. Presentation or 

visibility makes influence on customer satisfaction. One study shows that, physical features of 

the service system may influence both customer satisfaction and purchase behavior (Sulek et al. 

1995). Banking sector reforms and emerging of foreign and domestic private banking industry 

with vast range of new banking products and change the banking perspective in Pakistan can 

make positive or negative impact on banks customersô loyalty and switching. Akhtar (2001) 

revealed that profitability, trade financing, following the clients, diversifying the risk and market 

size are important factors in the banking industry of Pakistan. 

In this research, factors were taken from the Zhang  (2009) study which is used to analyze the 

factors affecting the customer switching of banking industry of Pakistan. 

 

1.2 Research Purpose and Objectives 

This study explores the factors influencing customersô bank switching behavior in the Pakistan 

retail banking industry. The research objectives of this study are: 
 

 

i. To identify the factors that influence customersô switching in the retail banking industry of 

Pakistan. 

ii.  To determine the most important factor that influence customersô switching behavior in the 

retail banking industry of Pakistan. 

iii.  To determine the least important factor that influence customersô switching behavior in the 

retail banking industry of Pakistan. 
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2. Literature Review 

2.1 Switching Behavior and its Effect 

Switching behavior define early chapter that defection or customer exit (Stewart, 1994). 

According to Boote (1998); Bolton and Bronkhurst (1995) switching behavior imitates the 

decision that a customer makes to stop purchasing/ business with a particular service or 

patronizing the service firm completely. According to Garland (2002), from the context of 

banking industry, customer switching behavior means that customersô shift from one bank to 

another or customer choose other bank to take its services. 

 

Levesque and McDougall (1996) conclude that service problems and the bankôs service recovery 

ability have a major impact on customer satisfaction and intentions to switch. Reichheld (1996) 

finds that customersô switching behavior reduces firmsô earnings and profits. Old customers 

generally generate more business than new ones. According to Matthews and Murray (2007), 

long term relationship with customers can minimize the negative effects of defection. 

 

2.2 Switching Factors 

2.2.1 Price and its Importance 

Price is an attribute that must be given up or sacrificed to obtain certain kinds of products or 

services (Zeithaml, 1998). In this inflationary period people of Pakistan are quite sensitive for 

price as Khan and Amine (2004) stated that low-price and very low-margin strategy represents a 

key opportunity for bankers of Pakistan. In the financial service industry, price has wider 

implications than in other services industries because money is matter in money issues (Gerrard 

and Cunningham, 2004). 

Customer satisfaction is recognized as being highly associated with product price (Mavri and 

Ioannou, 2008). Several studies show that price has an important impact on customersô switching 

decisions (Stewart, 1998) these loyalty behaviors include an increase in a decrease in price 

sensitivity (Neira et al., 2010).  

 

2.2.2 Reputation and its Importance 

Reputation has been described as a social identity, and an important and intangible resource that 

can significantly contribute to a firm's performance and its survival (Rao, 1994). Reputation is a 

key asset to firms as it is valuable, distinctive, difficult to duplicate, non-substitutable, and 

provides the firm with a sustainable competitive advantage (Wang et al., 2003).  

Reputation is identified as key ingredient to retain customers in the services sector. According to 

Muffato and Panizzolo (1995), the reputation plays a key part in measuring customer 

satisfaction. Product quality and services produce benefits not only by lowering costs, but also by 

increasing competitiveness through the establishment of a good reputation and the attraction and 

retention of customers (Wang et al., 2003). Bloemer et al. (1998) study results reveal that image 

is indirectly related to bank loyalty via perceived quality.  
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2.2.3 Service Quality and its Importance 

Intangibility is the main characteristic of Service. It cannot transfer and store. Services are 

typically produced in the presence of the customer, and customers often participate in the 

production process (Tornow and Wiley 1991). Service is largely intangible and is normally 

experienced simultaneously with the occurrence of production and consumption, and it is the 

interaction between the buyer and the seller that renders the service to customers (Gronroos, 

1988). Service organizations generate value through the delivery of an intangible, and intangible 

services are difficult to describe to new customers. It is like-wise difficult for customers to 

express precisely what they expect from the service. Because there is no agreed objective 

standard about the service to be delivered, the only criteria available to evaluate service quality 

are subjective comparisons of customers' expectations to their perception of the actual service 

delivered (Zeithaml et al. 1990). It has been reported that more than 70% of the defection of 

customers in the financial services sector is due to dissatisfaction with the quality of services 

delivered (Bowen and Hedges 1993). 

 

Todayôs customer is quite typical when he or she on receiving end According to Oliva and 

Sterman (2001), customers do not evaluate service quality solely in terms of the outcome of the 

interaction; they also consider the process of service delivery and in the absence of accurate 

assessments of service quality and customer satisfaction. 

To judge service quality SERVQUAL scale used widely by researchers in academic and applied 

research settings. SERVQUAL scale have five components, according to Zhang  (2009), 

tangibles are physical facilities and amenities, equipment, and appearance of staff/ personnel, 

reliability is the ability to perform the promised service dependably and accurately, 

responsiveness is the willingness to help customers and promote service, assurance is knowledge 

and courtesy of employees and their ability to inspire trust and confidence, and empathy is caring 

such as individualized attention which the employees provide for its customers. 

 

It depends on researcher and research requirement that what service aspects are going to be 

tested. Ennew and Bink (1996) study bank customers in the United Kingdom and develop three 

banking service quality dimensions in SERVEQUAL scale. Avkiran (1994) examines service 

quality in the Australia retail banking industry and identifies four dimensions containing 17 

items based on the SERVQUAL model.  

 

2.2.4 Advertising and Importance of Effective Advertising Competition 

This is the era of advertising, human, sports equipment even install machines in plant working as 

the advertising channel for firms. Any paid form non personal presentation and promotion of 

ideas, goods or services by an identified sponsor" (Kotler and Armstrong, 2003). According to 

Cengiz et. al, (2007), advertising are actions undertaken to enhance the image of a service or 

increase sales of firm or business, and the main purpose of advertising is to inform the potential 

customer of the characteristics of products or services. Firm can struggle alone because of lack or 

ineffectiveness of advertising. Becker and Murphy (1993) developed the model and treated 

advertising as a complementary good, and proved that consumers may simply derive more utility 

from consuming a more advertised good. Jamal and Naser (2002) pointed out that, a satisfied 
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customer is expected to be more likely to form future purchase intention, engage in positive word 

of mouth advertising. 

Davies (1996) states that advertising make strengthen the communication between organizations 

and customers, it reduces consumers' perceived risks. Cengiz et al. (2007) study on banksô 

customersô behavior of Turkey and find that efficient advertising could enhance and increase the 

bankôs customer loyalty and help in retaining customers.  

 

2.2.5 Involuntary Switching and Importance of Involuntary Switching 

Those factors which uncontrolled for customers or businesses and enforced to customer to switch 

called ñinvoluntary switchingò (for example Illness, change of house location). Keaveney (1995) 

explain the factors beyond the control of either customers or the service providers as involuntary 

switching factors. Moving house, changing jobs, or branches being closed in their resident area 

of customer are the examples. Switching behavior is caused not only by distinct decision, but 

also by involuntary factors not related to the distinct decision (Roos, 1999). In addition, Ganesh 

et. al, (2000) conclude that involuntary switches represent the most common switching behavior 

in their studies.  

 

2.2.6 Distance and Importance of Distance 

Convenient, easy and near location could be the first priority for many customers and they forge 

the other crucial point of service. Keaveneyôs (1995) point out that under the inconvenience 

category, a location is an important factor for service provider which influencing switching 

behavior. Location has special meaning in the financial service industry because it is at the 

branch or office that banks and the customer are connected; it is where the customers have their 

accounts (Peppard, 2000). 

According to Levesque and McDougall (1996), that convenience also contributed to customer 

satisfaction and positively effect on customer satisfaction. Similarly, Levesque and McDougall 

(1996) argue that convenient location also make impact on customersô evaluation about firmsô 

performance. Gerrard and Cunningham (2004) examine the Singaporeôs graduatesô bank 

switching behavior and find that inconvenience is the most important switching factors.  

 

2.2.7 Switching Cost and Importance of Switching Cost 

Switching cost is a catch-all phrase to describe the variety of costs, financial and non-financial, 

occurred in changing suppliers (Matthews and Murray, 2007). Lee et al. (2001), find the three 

types of switching costs. The procedural costs, which involve mainly the time and effort spent, 

consist of economic risk, evaluation, learning and setup costs. The financial costs consist of 

financial loss costs and benefits. The relational costs involve psychological or emotional 

discomfort due to identity loss or linkage breaking. Fornell (1992) added switching costs to 

customer satisfaction in the customer loyalty function. Furthermore, Jones et al., (2002) states 

switching cost has a significant effect on repurchase intention.  

In a retail bank context, Beerli et al. (2004) showed that customersô switching cost is a direct 

antecedent of loyalty. Switching cost is also considered a mediator of the satisfaction-loyalty 

relationship (Aydin et. al, 2006). These costs discourage customers to leave the current 



      ijcrb.webs.com 

      INTERDISCIPLINARY JOURNAL OF CONTEMPORARY RESEARCH IN BUSINESS 

 

COPY RIGHT  © 2010  Institute of Interdisciplinary Business Research                               

 
101 

 
 

NOVEMBER 2010 

VOL 2, NO 7 

 

organization because customers may perceive switching costs to be higher than the expected 

benefits of changing service providers (Lees et al., 2007). According to Jones et al. (2002), 

switching costs can be thought of as barriers that hold customers in service relationships. 

 

3. Research Methodology 

3.1 Theoretical Framework & Objective of the study 

Seven factors taking into consideration to analyze their individual effect/ affect on customers 

switching in banking industry of Pakistan, which were examined in Zhang (2009) study. Factors 

examined from most significant to least significant the research give brief detail about the factors 

that influence customersô switching behavior and most important and least important factor that 

could have been  influence customersô switching behavior in the retail banking industry of 

Pakistan.  

 

Figure 1: Research Model of factors Influence Customersô Switching Behavior 

Switching Cost 

Price  

Reputation 

Service Quality 

Effective Advertising 

Competition 

Involuntary   

Switching 

Distance 

Most Significant 

Or 

Least Significant 
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3.2 Hypotheses Development 

On the basis of available literature review seven hypotheses are developed to answer two 

research objectives. 

H1: There is a positive relationship between an unfavorable perception of price and customersô 

switching banks. 

H2: There is a positive relationship between unfavorable bank reputation and customersô 

switching banks. 

H3: There is a positive relationship between unfavorable good service quality and customersô 

switching banks. 

H4: There is a positive relationship between effective advertising competition and customersô 

switching banks. 

H5: Involuntary switching factors affect customersô switching banks. 

H6: There is a positive relationship between unfavorable perception of distance and customersô 

switching banks. 

H7: There is a negative relationship between high switching costs and customersô switching 

banks. 

 

3.3 Sampling and Data Collection Procedure 

To achieve the research objective a self administrative survey was conducted in Karachi where 

20 major private banks and their branches are present and were covered in the study. The 

population of banks was comprises on the member banks of Pakistan Bank Association (PBA). 

The data was collected through a convenience sample method, by which of individuals were 

selected randomly and irrespective of their banking purpose, gender, occupation or income. This 

survey took 52 days to complete. 

 

The population of this study comprises the retail bank users of Karachi. According to Sekaran 

(2003), sample statistics need to be reliable and represent the population parameters as closely as 

possible with a narrow margin of error. Due to time constrain, random sample technique applied 

in which a sample represents the actual population. Eight main areas visited for the survey of 

retail banks of Karachi which includes I. I. Chundrigarh Road, Clifton, Defence, Gulshan e Iqbal, 

Gulistan e Jauhar, Nazimabad, Tariq Road and Water Pump.  The findings of the study 

interpreted and implement on the whole retail banks of Pakistan since all banks head offices and 

branches are operating from Karachi all over the Pakistan. 500 questionnaires were randomly 

distributed out of which 359 were returned with the response rate of 71.8% of distributed 

questionnaire. In total 302 found correct for analysis and 57 were rejected.  

 

Most of the questionnaires were collected through field survey, moreover, questionnaire were 

also send and received by using email service. After explaining the purpose of the survey 

respondents participate actively and were willing to assist in the survey and express their 

experiences with bank.  
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4. Research Findings 

4.1 Descriptive results  

The overall profile of the participating respondentsô demographic characteristics is presented in 

Table-1. According to the table 147 (48.68%) of the respondents switched banks during the last 

three years, while 155 (51.32%) of the respondents did not switch banks. 

 

Table 1. Respondent background 

       Frequency  Percentage 

 

Switch within last 3 year: 

 Yes      147   48.68% 

 No      155   51.32 

Gender: 

 Male      216   71.52% 

 Female      86   28.48% 

Age: 

 36 to 45 years      125   41.39% 

  26 to 35 years      87   28.81%     

46 to 55 years     33   10.93%  

 56 to 65 years      21   6.95% 

 18 to 25 years     15   4.97%  

  66-75 years     13    4.30% 

 76+ years      8   2.65%  

Education: 

 Bachelor Degree     121   40.07% 

 High School Education    68   22.52% 

 Diploma & Certificated    55   18.21%   Postgraduate 

Degree     31   10.26% 

 Middle School Education    26    8.61% 

 Primary Education     1   0.33%  

 Other      0      - 

Occupation: 

 Professional      134    44.37%.  

 Self employed     99    32.78%  

 Government Servants    40    13.25%  

 Students      13    4.30%  

 Retired      10    3.31%    

 Unemployed     4    1.32% 

 Other      2    0.66%  
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Income: 

 20,001-35,000 PKR     142   47.01%   

 35,001-60,000 PKR    77    25.50% 

 60,001-100,000 PKR    35    11.59% 

 6,000-20,000 PKR    34    11.26% 

 100,001+ PKR     14    4.64% 

____________________________________________________________________________ 

 

4.2 Reliability analysis  

The internal consistency reliability coefficients (Cronbachôs alpha) for the scales used in this 

study were all well above the level of 0.7, acceptable for the analysis purpose (Sekaran, 2003). In 

Table-2, alpha scores of all variables with completed response of 302 respondents and 29 

questions are given.  

Table 2. Reliability Coefficients of the Constructs (n = 302) 

Constructs No. of 

Items 

Cronbachôs 

Alpha 

Prices 4 .650 

Reputation 3 .792 

Service Quality 7 .686 

Effective Advertising 

Competition 

4 .756 

Involuntary Switching 4 .755 

Distance 2 .743 

Switching Cost 5 .754 

Overall reliability  29 .798 

 

4.3 Descriptive statistics of main variables 

Two groups of respondents are present in this study, switchers and non-switchers. The data was 

tested to verify whether the statistical assumptions of factor analysis and logistic regression 

analysis had been gathered. The correlation matrix revealed that most of correlations were above 

.30 as recommended by Hair et al. (2006). The correlation matrix pointed out that the data shared 

common factors appropriate for factor analysis.  

 

4.4 Results Pertaining to Research Objective One (Hypotheses 1 through 7) 

Logistic regression analysis was used to satisfy Research Objective One. The Table-3 shows the 

logistic regression results. All predicted factors are statistically significant (Chi-Square = 

218.0337, P value = 0.000, Degree of Freedom = 20). 
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Table 3: The Logistic Regression Results for Influencing Factors 

Factors B S.E Sig. 

Price 0.535256 0.119 0.0000** 

Reputation 0.436298 0.1068 0.0277** 

Service Quality 0.245678 0.1098 0.0000** 

Effective Advertising 

Competition 

0.25647 0.1044 0.0468** 

Involuntary Switching, -0.15690 0.1368 0.0315** 

Distance 0.635568 0.107 0.0367** 

Switching Cost -0.12785 0.1788 0.0389* 

 

 

Consequently, hypotheses 1 to 7 are summarized in table 4: 

Table 4. Hypotheses testing 

Summary of Hypotheses Testing Results Hypotheses  Result  

H1: There is a positive relationship between an unfavorable perception of price and 

customersô switching banks. 

Accept 

H2: There is a positive relationship between unfavorable bank reputation and 

customersô switching banks. 

Accept 

H3: There is a positive relationship between unfavorable good service quality and 

customersô switching banks. 

Accept 

H4: There is a positive relationship between effective advertising competition and 

customersô switching banks. 

Accept 

H5: Involuntary switching factors affect customersô switching banks. Accept 

H6: There is a positive relationship between unfavorable perception of distance and 

customersô switching banks. 

Accept 

H7: There is a negative relationship between high switching costs and customersô 

switching banks. 

Accept 

 

As shown in table the coefficient value for all factors eg. Price, Reputation, Service Quality, 

Effective Advertising Competition, Involuntary Switching, Distance, and Switching Costs are 

significant at 0.05 level of significance. So its prove that the all influencing factors on customer 

switching,  Price, Reputation, Service Quality, Effective Advertising Competition, Involuntary 

Switching, Distance and Switching Costs, are all significant. In H1, price factor positively 

influences customer switching behavior, and the positive relationship also exists for the 

Reputation factor. Thus, Hypothesis 2 is satisfied followed by hypotheses 3, 4 and 6 as well. 

Hypotheses 5 and 7 proposed that negative relationships exist between customersô switching 

behavior and impact factors.  
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4.5 Research Pertaining to Research Objective Two & Three 

Table 5 shows the results of research objective two and three with the help of Marginal effect of 

sensitivity analysis. The seven influencing factors are rank from the factor analysis and the 

logistic regression model is ranked as follows: 

Table 5. Marginal Effects of Customersô Switching Behavior 

Ranking Factorsô Name Marginal effect 

1 Price 0.16398341 

2 Distance  0.10936621 

3 Switching Cost -0.10567336 

4 Service Quality 0.07095342 

5 Reputation  0.06339969 

6 Involuntary Switching -0.05280674 

7 Effective Advertising 

Competition 

0.04025589 

 

The marginal effects table illustrates that óprice factorô making the maximum impact on 

customersô bank switching behavior in retail banking of Pakistan. The results show that a unit 

increase in ópriceô results 16.4% probability that a customer will switch banks. Price has the 

second highest impact maker on customersô bank switching behavior. A unit increase in the 

Distance factor (eg. branch close) results in 10.93% probability of customersô switching banks. 

10.56% is probability of customer switching in retail banking industry of Karachi, if one unit of 

óSwitching Costô decreases. Similarly, Service Quality, Reputation, Involuntary Switching and 

Effective Advertising Competition are the fourth, fifth, sixth and seventh important factors that 

impact customersô retail bank switching behavior of Pakistan (see Table 5). 

 

5. Conclusion & Recommendations 

5.1 Key findings ïResearch Objectives (One, two and three) 

In research objective one was persuade the factors that influence customersô switching behavior 

in the retail banking industry of Pakistan were identified. Logistic regression analysisô results 

showed that there was a significantly positive relationship between customersô switching 

behavior and the influencing factors. Hypothesis one regarding ópriceô was supported with 

hypothesis two óreputationô. The results of hypotheses, five and seven were supported that 

óinvoluntary switchingô and óswitching costô had negative relationship between customersô 

switching behavior. Those factors which can neglect the customer switching (e.g., changing 

home, initial deposit at new account) also playing a part to put away the banks to lose customers. 

Hypotheses three, four and six about óservice qualityô, óeffective advertising competitionô and 

ódistanceô are accepted 

In research objective two and three, the marginal-effect results showed that ópriceô had the 

maximum impact on switching behavior. Surprisingly ódistanceô was the second important factor 

influencing customersô switching behavior, customers like to have bank at their nearest place. 

The third, fourth and fifth most important factors were óswitching costô, óservice quality and 

ôreputationô respectively. óInvoluntary switchingô was in sixth order. The least important factor 
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in Pakistanôs environment for retail banking industry was óadvertising competitionô. This is 

surprising result for least important factor, because advertising always attract customer but not 

here in the case of retail banking industry of Pakistan. Customers rated it as the most 

unimportant factor and they were not consider it as an important part of retail banking industry.  

 

5.2 Recommendations for Retail Banks of Pakistan 

i. Pricing and distance are the most important factors to avoid customer switching, bankers must 

consider both factors in their future strategic planning. Banks should open their branches at 

small streets with service price flexibility.   

ii.  Price and service quality are important factors for business community, so bankers could 

make strategies which consist on price + service quality e.g. special counter for business 

people with low charges, or one window service.  

iii.  Banks must motivate their customers to follow word of mouth strategy to their friends/ 

relatives circles. Reputation is the second most important factor, which can work as 

business generator strategy.   

iv. Banks must make positive perceptions in customersô mind that, ñwhat they are receiving at 

this place they will not find it in other placeò.   

v. Right advertisement for right people, this aspect of marketing lacking for banking industry.  

vi. To attract more customers and retain existing customers to use new and available services of 

banks, moreover, products must have detail & clear specifications and descriptions.    

vii.  Customers perception about online system is confusing due to the user-non friendly online 

system. Banks must improve their inline system and make it user-friendly to increase 

reliability and gain the trust of customers on online system.   

viii.  Banks must celebrate special occasions with their customers e.g. birthday of customer, banks 

anniversary and related occasions. 

ix. Bank employee should be well trained and polite. Staffs that satisfy the specific need(s) of 

customer in quick times must be rewarded.  

x. Banks should make their customer documents and forms easy and clear, moreover, bank 

should consider language barrier and facilitate the customers in this regard.   
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Abstract  

The main objective of this study is to investigate the relationship between organizational justice 

and organizational citizenship behavior (OCB). Distributive justice and procedural justice were 

taken as independent variables. Two hundreds and eighty (280) questionnaires were personally 

administered to private sector bankers of NWFP. One hundred and ninety four (194) 

questionnaires were returned which were coded for research purpose. Pearson Correlation and 

Multiple Regression were used for measuring the impact of distributive justice and procedural 

justice on organizational citizenship behavior. SPSS 15 version was used for data operation. 

Results of Pearson Correlation showed a significant positive relationship between distributive 

justice and organizational citizenship behavior and procedural justice and organizational 

citizenship behavior. Overall organizational justice was also found to have a significant positive 

correlation with overall organizational citizenship behavior.  

Keywords: Impact , Organizational Justice , Organizational Citizenship Behavior , Bankers, 

Empirical Evidence 

1. Introduction  

There is a plethora of research that examines the relationship between organizational justice and 

organizational citizenship behavior (Moorman, 1991 and Organ, 1988). According to Nemeth 

and Staw (1989), Organizational citizenship can be extremely valuable to organizations and can 

contribute to performance and competitive advantage. According to Organ (1988) OCB is held to 

be vital to the survival of an organization. Organ further explained that OCB can maximize the 

efficiency and productivity of both the employee and the organization that ultimately contribute 

to the effective functioning of an organization. As Pakistan is an 'under researched' country 

(Aycan et al. 2000) and no research has been conducted to test the impact of organizational 

justice on organizational citizenship behavior amongst bankers of NWFP, Pakistan. Therefore 

this study is conducted to investigate the impact of organizational justice on organizational 

citizenship behavior of bankers of Pakistan. This study will also add to the previous literature.  

2. Literature Review 

Organ (1988) has defined organizational citizenship behaviors (OCB) as "individual behavior 

that is discretionary, not directly or explicitly recognized by the formal reward system, and that 

in the aggregate promotes the effective functioning of the organization".  According to Moorman 

& Blakely (1995), Citizenship behaviors are those behaviors which are often performed by 
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employees to support the interests of the organization even though they may not directly lead to 

individual benefits. 

Moorman and Blakely (1995), Graham (1989) and Organ (1988) who studied the structure of 

Organizational Citizenship Behavior, agreed that OCB was a multidimensional concept. For 

example, Organ identified five dimensions of OCB: 1. Altruism which means to help coworker 

on a task 2. Courtesy which means to alert others in the organization about changes that affect 

their work 3. Conscientiousness which means to carry out duties beyond the minimum 

requirements 4. Sportsmanship which means to refrain from complaining about trivial matters 

5.Civic Virtue which means to participate in the governance of the organization.  

Graham (1989) identified four dimensions of OCB:  

i. Interpersonal Helping which means to help coworkers on a task when such help is needed,  

ii.  Individual Initiatives which means to communicate to others in the organization to improve 

individual and group performance,  

iii.  Personal Industry which means to perform specific tasks above and beyond the call of duty  

iv. Loyal Boosterism which means to promote the organizational image to outsiders. In this 

study, OCB was measured by the four dimensions identified by Graham (1989).  

 

Organizational justice refers to the overall fairness of the organization reward system and the 

perceived fairness of the actions of individuals responsible for implementing the rewards 

allocation system (Cropanzano and Greenberg, 1997). According to Niehoff and Moorman 

(1993) Distributive justice is the degree to which rewards are allocated in an equitable manner. 

Procedural justice is the degree to which those affected by allocation decisions perceive them to 

have been made according to fair methods and guidelines (Folger & Konovsky, 1989, and 

Greenberg, 1990). 

There is a treasury of researches that have proved the relationship between organizational 

citizenship behavior and organizational justice. For example, Chegini in his article "The 

Relationship between Organizational Justice and Organizational Citizenship Behavior" proved 

by taking three hundreds respondents as a sample that there was a significant positive correlation 

between organizational justice and organizational citizenship behavior. Moorman (1991) and 

Organ (1988) have also found a significant relationship between organizational justice and 

organizational citizenship behavior. Keeping in account the above discussion, the following 

hypotheses and model is developed. 

 

3. Hypotheses  

H1: There is a significant positive relationship between organizational justice and organizational 

citizenship behavior. 

H2: There is a significant positive relationship between distributive justice and organizational 

citizenship behavior. 

H3: There is a significant positive relationship between procedural justice and organizational 

citizenship behavior. 
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4. Theoretical Model  

 

Independent variables    Dependent Variable 
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Figure 1: Theoretical Model 

 

 

5. Methodology  

5.1 Measures 

Overall OCB: The 21-item scale developed by Moorman and Blakely (1995) was used to 

measure Organizational Citizenship Behavior (OCB). The interpersonal dimension of OCB 

contained six items and the remaining three dimensions namely individual initiatives, personal 

industry, and loyal boosterism contained five items each. Overall organizational citizenship 

behavior was calculated by taking the average of these four dimensions. Responses were 

measured on five-point likert scale, from 1 (strongly disagree) to 5 (strongly agree).   

 

5.2 Organizational Justice 

 Distributive justice and procedural justice were measured by using the 20-item scale developed 

by Niehoff and Moorman (1993). Distributive justice contained five items and procedural justice 

15 items. Overall organizational justice was measured by averaging distributive and procedural 

justice score. Responses were noted on five point likert scale, from 1 (strongly disagree) to 5 

(strongly agree).   

 

5.3 Sample and Collection Procedure  

Sample of this study comprises all private sector banks operating in four districts of NWFP, 

Pakistan. Two hundreds and eighty (280) questionnaires along with a covering letter which 

explained the purpose of the study were personally administered to private sector bankers of 

NWFP. One hundred and ninety four (194) questionnaires were returned showing a response rate 

of 69% and they were coded for research purpose. Data was collected in the first three months of 

2010.  
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5.4 Reliability  

All the scale showed a good reliability as shown in the following table  

Table 1: Cronback's Alfa 

 Cronback's Alfa  

Individual  initiatives .73 

Personal  industry,  .82 

Loyal  boosterism .90 

Distributive Justice  .77 

Procedural Justice  .72 

 

6. Findings  

Table 2: Demographics  

Demographics   Frequency  Percentage 

(approx) 

Age 20-25 44 24 

26-30 45 23 

31-35 32 16 

35-40 41 21 

Above 40 32 16 

Total   194 100 

Marital status Married  119 61 

Single   75 39 

Total   194 100 

Gender  Male  172 89 

Female   22 11 

Total   194 100 

Qualification  Graduate  13 7 

Master  179 92 

MS/M.Phil 2 1 

Total   194 100 

 

In the present study demographics were not used for measuring their impact on organizational 

citizenship behavior. The age distribution is shown in table 2. Table 2 also indicates that majority 

(61%, n=119) of the respondents are married and the remaining 39% of the respondents are 

unmarried. Majority (89%, n=172) of the respondents are male and the remaining 11 (n=22) 

percent are female. Majority (92%, n=179) of the respondents have mater degrees.  
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Table 3-A: Correlation between organizational justice and organizational citizenship 

behavior 

 

Mean 

N  Std. 

Deviation 1 2 3 

4 

1 
3.6237 

194 
1.30668 1    

2 3.7680 194 1.20138 .631* 1   

3 3.7101 194 .98795 .911* .894* 1  

 4  194  .610* .694* .720* 1 

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

1= distributive Justice; 2= Procedural Justice; 3= Organizational Justice; 4= Overall 

Organizational Citizenship Behavior 

 

Table 3-A proves that there is a statistically significant positive relationship between distributive 

justice and organizational citizenship behavior (r=0.69, p<.01), procedural justice and 

organizational citizenship behavior (r=0.61, p<.01) and overall organizational justice and overall 

organizational citizenship behavior (r=0.72, p<.01). H1 which indicates that there is a significant 

relationship between organizational justice and organizational citizenship behavior is accepted in 

the light of the results shown in table 3. Similarly H2 and H3 are also accepted.   

Table 3-B: Model Summary 

Model R R Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

1 .729(a) .531 .526 .68007 

a  Predictors: (Constant), Procedural Justice, Distributive Justice 

 

The R Square value .531 indicates that 53 percent of the variance in organizational citizenship 

behavior can be accounted for by distributive justice and procedural justice as shown in table 5 

below.  

 

 

Table 4: ANOVA(b)  

Model   Sum of 

Squares df 

Mean 

Square F Sig. 

1 Regression 100.042 2 50.021 108.155 .000(a) 

  Residual 88.336 191 .462     

  Total 188.378 193       

 

a  Predictors: (Constant), Procedural Justice, Distributive Justice 

b  Dependent Variable: Overall OCB 
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Table 5: Coefficients(a) 

Model  Unstandardized 

Coefficients 

Standardized 

Coefficients t Sig. 

B 

Std. 

Error Beta B 

Std. 

Error 

 (Constant) 1.334 .169   7.909 .000 

Distributive 

Justice 
.217 .048 .287 4.494 .000 

Procedural 

Justice 
.422 .053 .513 8.034 .000 

a  Dependent Variable: Overall OCB 

 

 

7. Model  

 

 

Independent variables    Dependent Variable 
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Figure 2: Model and relation among variables 

 

8. Conclusion  

The present study was conducted to investigate the relationship between overall organization 

justices and organizational citizenship behavior of bankers of Pakistan. Two dimensions of 

organizational justice which are distributive justice and procedural justice were found to have a 

significant relationship with organizational citizenship behavior. Overall organizational justice 

was also found to have a significant positive correlation with organizational citizenship behavior. 

The management of banks of Pakistan should pay their attention to improving the organizational 

justices within the banks so as to improve organizational citizenship behavior because these two 

are closely and positively associated with each other.   

 

 

 

 

 

 

 

Distributive Justice 

Procedural Justice 

Organizational citizenship behavior 

.22 

.42 



      ijcrb.webs.com 

      INTERDISCIPLINARY JOURNAL OF CONTEMPORARY RESEARCH IN BUSINESS 

 

COPY RIGHT  © 2010  Institute of Interdisciplinary Business Research                               

 
117 

 
 

NOVEMBER 2010 

VOL 2, NO 7 

 

References 

Aycan, Z., Kanungo, R. N., Mendonca, M., Yu, K., Deller, J., Stahl, G. and Kurshid, A. (2000). 

Impact of Culture on Human Resource Management Practices: A 10-Country 

Comparison, Applied Psychology: An International Review, 49(1), 192-221. 

Cropanzano, R., & Greenberg, J. (1997). Progress in organizational justice: Tunnelling through 

maze. In C. L. Cooper., & I. T. Robertson (Eds.), International Review of Industrial and 

Organizational Psychology, Vol. 12, pp.317-372. Chichester: John Wiley & Sons. 

Folger, R., & Konovsky, M. A. (1989). Effects of procedural and distributive justice on reactions 

to pay raise decisions. Academy of Management Journal, 32, pp.115-130. 

Greenberg, J. (1990). Employee theft as a reaction to underpayment inequity: The hidden costs 

of pay cuts. Journal of Applied Psychology, 75, pp.561-5 

Graham, J. W. 1989, ñOrganizational citizenship behavior: Construct redefinition, 

operationalization, and validationò, Unpublished working paper, Loyola University of 

Chicago, Chicago, IL. 

Moorman, R. H., & Blakely, G. L., 1995, ñIndividualism-Collectivism as an individual 

difference predictor of organizational citizenship behaviorò, Journal of Organizational 

Behavior, vol. 16, no. 2, pp. 127 ï 142. 

Moorman, R. H. 1991, ñRelationships between organizational justice and organizational 

citizenship behaviors: Do fairness perceptions influence employee citizenship?ò, Journal 

of Applied Psychology, vol. 76, pp. 845-855. 

Niehoff, B. P. & Moorman, R. H. 1993, ñJustice as a mediator of the relationship between 

methods of monitoring and organizational citizenship behaviorò, Academy of 

Management Journal, vol. 36, pp. 527-556. 

Organ, D. W. 1988, Organizational citizenship behavior: The good soldier syndrome, Lexington 

Books, Lexington, MA. 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



      ijcrb.webs.com 

      INTERDISCIPLINARY JOURNAL OF CONTEMPORARY RESEARCH IN BUSINESS 

 

COPY RIGHT  © 2010  Institute of Interdisciplinary Business Research                               

 
118 

 
 

NOVEMBER 2010 

VOL 2, NO 7 

 

Multiple Intelligences,  The Necessary Need  

for  Future International Managers  

Mohammad Reza Noruzi, EMBA, PhD Student 

Policy Making in Public Sector 

Islamic Azad University, Bonab Branch, Iran 

Young Researchers Club Member, IAU Bonab, Iran 

Abstract 

This research is a sole study about the role of Multiple Intelligence, MI and management era, 

todayôsô managers should be more intelligent than their rivals in this competitive era. a manager 

who has a good Multiple Intelligences and competitive intelligence can cope with the market an 

organizational facts well than others who do not have more. so a manager who has a good MI 

can manage the situation and run the business more successfully than the others. This paper aims 

to explore the MI notion in details. Also the relationship of MI and management comes as well 

Keywords: Multiple Intelligence, Intelligence, Management, International Business 

1. Introduction  

1.1 Background of Multiple Intelligences 

There are different approaches to understanding intelligence. The psychometric view is the most 

traditional one. According to this approach, there is a single intelligence, which is often called 

general intelligence. Every individual is born with a certain intelligence or potential intelligence, 

which is difficult to be changed. Psychologists can assess one's intelligence (IQ) by means of 

short-answer tests and other purer measures such as the time it takes to react to a flashing light or 

the presence of a certain pattern of brain waves (Gardner, 2004; Moafian & Pishghadam, 2008).  

theories suggest that rather than being fixed, unitary, and predetermined, intelligence is 

modifiable, multi-faceted, and capable of development (Gardner, 1993; Sternberg, 1986; 

Vygotsky, 1978; Yekovich, 1994; cited in Campbell, 2000, p. 8).  

Robert Sternberg in his triarchic view of intelligence proposed three types of intelligence: 1) 

Componential Intelligence (analytical thinking): academic abilities to compare, evaluate and 

solve problems. 2) Experiential Intelligence (creativity and insight): the ability to invent, 

discover and theorize. 3) Practical Intelligence (street smarts): contextual abilities to adapt to the 

environment (Brown, 2000; Chastain, 1988). This theory of intelligence claims that intelligent 

behavior stems from a balance between analytical, creative and practical abilities and that these 

abilities function collectively to allow individuals to achieve success within particular socio-

cultural contexts (Sternberg, 1988; (Moafian & Pishghadam, 2008; Richrads & Rodgers, 2001).            

According to Gardner (1993), Intelligences cannot be seen or counted. They are used to process 

information and can be activated in a cultural setting to solve problems or create products that 
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are of value in a culture. These potentialsô activation depends upon the values of a particular 

culture, the opportunities available in that culture, and the personal decisions made by 

individuals and/or their families, schoolmasters, and others (Moafian & Pishghadam, 2008).  

2. Multiple Intelligences Theory 

Gardner's MI theory posits that human beings possess at least eight intelligences, to a greater or 

lesser extent. They are as follow (Armstrong, 2009, pp.6-7): 

Once this broader and more pragmatic perspective was taken, the concept of intelligence began 

to lose its mystique and became a functional concept that could be seen working in peopleôs lives 

in a variety of ways. Gardner provided a means of mapping the broad range of abilities that 

humans possess by grouping their capabilities into the following eight comprehensive categories 

or ñintelligencesò: 

2.1. Linguistic 

The capacity to use words effectively, whether orally (e.g., as a storyteller, orator, or politician) 

or in writing (e.g., as a poet, playwright, editor, or journalist). This intelligence includes the 

ability to manipulate the syntax or structure of language, the phonology or sounds of language, 

the semantics or meanings of language, and the pragmatic dimensions or practical uses of 

language. Some of these uses include rhetoric (using language to convince others to take a 

specific course of action), mnemonics (using language to remember information), explanation 

(using language to inform), and metalanguage (using language to talk about itself). 

2.2. Logical-mathematical 

The capacity to use numbers effectively (e.g., as a mathematician, tax accountant, or statistician) 

and to reason well (e.g., as a scientist, computer programmer, or logician). This intelligence 

includes sensitivity to logical patterns and relationships, statements and propositions (if-then, 

cause-effect), functions, and other related abstractions. The kinds of processes used in the service 

of logical-mathematical intelligence include categorization, classification, inference, 

generalization, calculation, and hypothesis testing. 

2.3. Spatial  

The ability to perceive the visual-spatial world accurately (e.g., as a hunter, scout, or guide) and 

to perform transformations upon those perceptions (e.g., as an interior decorator, architect, artist, 

or inventor). This intelligence involves sensitivity to color, line, shape, form, space, and the 

relationships that exist between these elements. It includes the capacity to visualize, to 

graphically represent visual or spatial ideas, and to orient oneself appropriately in a spatial 

matrix. 

2.4. Bodily-kinesthetic  

Expertise in using oneôs whole body to express ideas and feelings (e.g., as an actor, a mime, an 

athlete, or a dancer) and facility in using oneôs hands to produce or transform things (e.g., as a 
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craftsperson, sculptor, mechanic, or surgeon). This intelligence includes specific physical skills 

such as coordination, balance, dexterity, strength, flexibility, and speed, as well as 

proprioceptive, tactile, and haptic capacities. 

2.5. Musical  

The capacity to perceive (e.g., as a music aficionado), discriminate (e.g., as a music critic), 

transform (e.g., as a composer), and express (e.g., as a performer) musical forms. This 

intelligence includes sensitivity to the rhythm, pitch or melody, and timbre or tone color of a 

musical piece. One can have a figural or ñtop-downò understanding of music (global, intuitive), a 

formal or ñbottom-upò understanding (analytic, technical), or both. 

2.6. Interpersonal 

The ability to perceive and make distinctions in the moods, intentions, motivations, and feelings 

of other people. This can include sensitivity to facial expressions, voice, and gestures; the 

capacity for discriminating among many different kinds of interpersonal cues; and the ability to 

respond effectively to those cues in some pragmatic way (e.g., to influence a group of people to 

follow a certain line of action). 

2.7. Intrapersonal  

Self-knowledge and the ability to act adaptively on the basis of that knowledge. This intelligence 

includes having an accurate picture of oneself (oneôs strengths and limitations); awareness of 

inner moods, intentions, motivations, temperaments, and desires; and the capacity for self-

discipline, self-understanding, and self-esteem. 

2.8. Naturalist 

Expertise in the recognition and classification of the numerous speciesðthe flora and faunaðof 

an individualôs environment. This also includes sensitivity to other natural phenomena (e.g., 

cloud formations, mountains, etc.) and, in the case of those growing up in an urban environment, 

the capacity to discriminate among inanimate objects such as cars, sneakers, and CD covers. 

    Daniel Golman introduced the concept of Emotional Intelligence (EI). He claimed that 

efficient mental or cognitive processing is necessary for controlling even a handful of core 

emotions- anger, fear, enjoyment, love, disgust, and others. More to the point, Golaman 

compared the rational mind with the emotional mind. In comparing the rational mind with the 

emotional mind, Golman argued that the emotional mind is far quicker and acts without even 

pausing to consider what it is doing. He stated that the quickness of emotional mind prevents a 

deliberate, analytic reflection that is the sign of the thinking mind (Golman, 1995).    

     The theoretical framework of the present study is based on Gardner's MI theory. This theory 

has a positive and expansive view towards intelligence (Campbell, 2000). 
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3. Developing MI 

Whether intelligence can develop depends upon three main factors (Armstrong, 2009, p.27): 

i. Biological endowmentðincluding hereditary or genetic factors and insults or injuries to the 

brain before, during, and after birth 

ii.  Personal life historyðincluding experiences with parents, teachers, peers, friends, and others 

who awaken intelligences, keep them from developing, or actively repress them 

iii.  Cultural and historical backgroundðincluding the time and place in which you were born 

and raised and the nature and state of cultural or historical developments in different 

domains we can see the interaction of these factors in the life of Wolfgang Amadeus 

Mozart. 

 

Table 1: MI Strategies for Managing Individual Behaviors 

 
Armstrong, 2009, pp.117-118 
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4. The benefits of Multiple Intelligences in the organization 

Managers who have a good multiple intelligences can understand the challenges face with 

employees. Some challenges are shown below (Cherniss, 2001): 

¶ People need to be more motivated and committed. 

¶ People need to work together better. 

¶ The organization needs to make better use of the special talents available in a diverse 

workforce. 

¶ The organization needs to identify potential leaders in its ranks and prepare them to move 

up. 

¶ The organization needs to identify and recruit top talent. 

¶ The organization needs to make good decisions about new markets, products, and 

strategic alliances. 

¶ The organization needs to prepare people for overseas assignments. 

 

5. Conclusions 

A manager with high in MI is the "executive" of organizational intelligence. These managers 

must establish and encourage norms, roles, and rules for efficient application to known tasks, but 

must also be sensitive and responsive to change by employing sensitivity, problem solving and 

decision making strategies that allow for adaptation (Noruzi & Rahimi, 2010; Sariolghalam et al, 

2010). 

Also managers should note that they should use their intelligences to find the effective 

organization model to manage the circumstances and also remember that the organizational 

effectiveness in modern organizations is much more different with the past organizations and the 

modern organizations are in turbulent time and all the time the organizational goals may change.  

The downside of this fortunate circumstance for many organizations is that it has become 

increasingly more difficult to retain good employees, particularly those with the skills that are 

important in the high-tech economy. So what aspects of an organization are most important for 

keeping good employees (Cherniss, 2001; Noruzi & Rahimi, 2010; Sariolghalam et al, 2010)? 

Highly conscientious managers who lack social and emotional intelligence perform more poorly 

than those high in both conscientiousness and emotional intelligence. 

¶ The highest performing managers and leaders have significantly more ñmultiple 

intelligences competenciesò than other managers. 

¶ Poor social and multiple intelligences are strong predictors of executive and management 

ñderailmentò and failure in a personôs career (Noruzi & Rahimi, 2010; Sariolghalam et al, 

2010). 

Also CEOs for leveraging their managers should: 

¶ Distinguish between cognitive learning and multiple intelligences based learning 

strategies 
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¶ Learn to build the ñbusiness caseò for MI & evaluate the effectiveness of MI learning 

strategies (Noruzi & Rahimi, 2010; Sariolghalam et al, 2010). 

Also managers should do the following practical guides for their staff to enhance MI 

competencies: Strategic learning framework for developing emotional competence in 

organizations 

¶ Application: Connections between emotional competence, customer loyalty and 

competitive advantage 

¶ The Measurement and Assessment of MI 

¶ Evaluating the Effectiveness of MI interventions 

¶ Application: MI, Diversity and Cultural Competence 

¶ Application: MI and Leadership Development (i.e., integrating MI competencies in 

various leadership development interventions and processes such as succession planning 

;Noruzi & Rahimi, 2010; Sariolghalam et al, 2010) 
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Abstract 

Drawing from both integrated and financial behaviour models, the paper examines the impact of 

foreign direct investment on the Nigerian Capital Market. While acknowledging the notion that 

the impact of foreign direct investment is a double ï edged sword ï either exerting positive or 

negative tendencies on macroeconomic variables, the paper concludes that foreign direct 

investment exerts a significant influence on the Nigerian capital market, especially with the 

results of four out of the seven activity sectors but cautions that adequate policy measures should 

be in place to address urgently the insignificant nature of other sources like the manufacturing 

and processing. The paper therefore, calls for a closer look at the capital market/FDI relationship. 

On this premise, the study suggests more transparency in our laws especially as they relate to 

property rights, copyright protection, more commitment to enforcement of contracts, patent 

rights etc, as ways to improve this relationship.  

Keywords: Foreign Direct Investment, Capital Market, Integrated Model, Economic 

Development. 

1.Introduction  

Foreign direction investment (FDI) has recently become one of the best ways countries, 

especially the developing economies raise the much-needed development funds. Beside the 

cross-boarder capital inflow necessary to augment domestic savings, FDI is known to have 

encouraged technology transfer, improve inter-country accessibility to external markets while 

fostering global integration.          

 

Akujuobi (2007) has observed that the current drive for greater global integration, no doubt, 

seems to have fuelled the link between international capital markets. Therefore, countries, 

especially the less developed economies, are now at the forefront of trying to attract more capital 

flows in their economies. As such, foreign direct investment has continued to draw the attention 

of nations in their quest for the much-needed cross-border capital flows. The IMF (1992) has 

described foreign direct investment as a category of international investment that reflects the 

objectives of a resident in one economy, who is the direct investor that obtains a lasting interest 

in an enterprise in another economy, which is regarded as the direct investment enterprise. 

Invariably, a long-time relationship develops between the direct investor and the direct 

investment enterprise, such that the investor now exhibits a significant degree of influence on the 
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management of the enterprise. Hence, the IMF (1992) concludes thus ña direct investment 

relationship is established when the direct investor has acquired 10 percent or more of the 

ordinary shares or voting power of an enterprise abroadò. 

 

Accordingly, the World Bank (2002) posits that foreign direct investment represents the primary 

supply of long-term investment available to developing economies, especially because of its 

obvious advantages over portfolio investment. For instance, foreign direct investment is more 

stable than portfolio investment given the fact that it is harder to withdraw. Besides, it equally 

encourages importation of technology to the extent that it helps countries to make the transition 

to export-oriented economies by being manufacturing platforms. The expectation is that foreign 

direct investment should impact positively on the capital market, especially for an economy that 

seems to attract its ñfair shareò of foreign direct investment. Surprisingly, the capital market in 

Nigeria is still at its lowest ebb of development, with low liquidity, low capitalization, high 

volatility of returns, high concentration and thin breadth etc being its major attributes (Mullin, 

1993; Feldman and Kumar, 1995 and Akujuobi and Nwezeaku, 2007). This situation seems to 

have been further amplified by Anao (1997) when he noted that ñany economy that suffers from 

this virus of under-development, its financial system and by extension the capital market suffers 

similar under-developmentò. It is in fact, instructive to note that in spite of the acclaimed 

advantages, there has been however, a raging controversy on whether foreign direct investment 

actually favours the developing economies or not. What then is the Nigerian experience given 

the level of her capital development? This study therefore seeks to determine the impact of 

foreign direct investment on the Nigerian capital market. Specific objectives are: first, to 

ascertain the nature of relationship between foreign direct investment and the Nigerian capital 

market; second, to determine the extent foreign direct investment has influenced the Nigerian 

capital market; third, to point out the constraints to foreign direct investment inflow to the 

Nigerian economy and finally, offer some policy recommendations on how to effectively harness 

the positive sides of foreign direct investment in order to achieve the desired level of economic 

development. Both at the local and foreign levels, there is an established evidence of dearth of 

empirical studies in the area of foreign direct investment ï capital market relationship. In fact, 

most of these past studies centre on other areas (Sarbel and Marx, 1987; UNCTAD, 1992; Aiken 

et al 1997; Schoeman et al, 2000; Hanson, 2001; Asiedu, 2002; Apodaca, 2002; OECD, 2003; 

Banga 2003). Therefore, the present study is indeed very significant being an attempt to fill this 

gap. Besides, the study presents an empirical basis for sound policy formulation just as it breaks 

new frontiers for further researches. 

 

2. Review of Literature 

Studies concerning the relationship between foreign direct investment and economic 

development abound. (1998; OECD, 1998; Nunnenkamp, 2002; UNCTAD, 2003). While some 

argue that foreign direct investment does more harm than good, others contend that foreign direct 

investment is a necessary ingredient for economic development, especially as it affects 

developing economies (Resnick 2003). In this battle are two strands of thought ï the classics or 

dependency, world system theory and the modernization theory. While the former argues that 

foreign direct investment creates the avenue for the citizens of developing countries to be 

exploited by multinational capital that channels resources to wealthy countries, thus yielding an 

international political economy where resources flow disproportionately from poor to rich, the 

latter holds that the benefits of international capital in the simultaneous economic and political 
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development of the less developed world, can hardly be over-emphasized. Some of these works 

include those of Max. Lenin Wallerstein (1974), Chase-Dunn (1989). Cardoso and Faletto (1979) 

and Evans (1979) which provide the theoretical foundation leading up to the later empirical work 

testing hypotheses on foreign direct investments negative effects in developing economies.  

 

For the modernization theory, there are the works of Rostow, (1960) and Rustow (1967) that see 

multi-national corporations as a conduit for diffusion of the gains of foreign direct investment, 

for the developed to the developing economies. Other studies equally follow this line of either 

supporting or denying one school of thought or the other as to the effect of foreign direct 

investment on developing economies, (Bomchier and Balmer) ï Cao, 1979; Bornchier, Chase-

Dunn and Rubinsion, 1778; Dolan and Towlin 1980; Jackman, 1982). The results of these 

schools of thought seem to have been laid to rest by the report of the Organization for Economic 

Co-operation and Development, OECD (2002a, 2002b) when it concluded thus; ñFDI serves as a 

catalyst to development but challenges primarily address host countries, which need to establish 

a transparent, broad and effective enabling policy environment for investment and to build the 

human institutional capacities to implement themò. 

 

3.  Empirical Analysis of the impact of FDI on Capital market in Nigeria Data 

Presentation  

 

Data came from two main sources: the Nigerian capital market and Central Bank of Nigeria 

publications, covering the period 1982-2008. Here, the actual total market capitalization figures 

are regressed on various sources of foreign direct investment for the corresponding period.  

 

The F-test was used to test the overall significance of the explanatory variables taken together, 

while the student t-test was used to test for the significance of each explanatory variable 

contributing to the capital market in Nigeria. The coefficient of multiple determinations (R
2
) was 

used to test goodness of fit of the study.  

 

3.1 Model Specification  

Specifically we have;  

TOMACt = Level of Total capital market capitalization year t    

MIQt  = Level of foreign direct investment to the Mining and  

  Quarrying sector in year t.      

MAPt = Level of Foreign direct investment to the    

                    Manufacturing and Processing sector in year t.  

AFFt = Level of Foreign direct investment to Agriculture,  

                    Forestry and Fisheries sector in year t 

TACt =Level of Foreign direct investment to transport and  

                   communication sector in  year t. 

BACt           =Level of Foreign direct investment to Building and 

                   Construction sector in year t.  

TABSt          =Level of Foreign direct investment to Trading and 

                      Business Services sector in  year t.  

MISCSt          =Level of Foreign direct investment to Miscellaneous 

                      sector. 
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Thus, the functional form is given as: 

TOMACt     = f (MIQt, MAPt, AFFt, TACt, BACt, TABSt, MISCSt)éé1 

 

3.2 Mathematical Form of the Model  

Mathematically, we have the regression equation as;  

TOMACt = ɓ0 + ɓ2MAPt + ɓ3AFFt + ɓ4TACt + ɓ5BACt +  

ɓ6TABSt + ɓ7MISCSt + Ut éééé1 

Rearranging equation 1.1 above, we have: 

Ut = TOMACt - ɓ0 + ɓ2MAPt + ɓ3AFFt + ɓ4TACt + ɓ5BACt +  

      ɓ6TABSt + ɓ7MISCSt)éééé.2  

Ut
2
 = TOMACt - ɓ0 + ɓ2MAPt + ɓ3AFFt + ɓ4TACt + ɓ5BACt +  

      ɓ6TABSt + ɓ7MISCSt)éééé.3  

Summing both sides of equation 1.3 we have;ô 

n   n 

ä Ut
2  

ä (TOMACt -ɓ0 + ɓ1MIQt + éé+ ɓ7MISCSt)
2
 

J=1   t=1 

        ééééééé.. 4 

                     n 

In the regression, ä  Ut
2
, (estimate of the population disturbance) is given by  

 

n  

ä e
2
, otherwise called the RESIDUAL 

T=1 

 

3.3 SUM OF SQUARES (RSS) 

  

n   

ä(TOMACt ï TOMACt)
2
, that is the sum of squares of the deviation of the  

J=1  

 

actual  total market capitalization variables from their mean, while the explained sum of squares 

(ESS) is gotten with the formula, ESS = R
2
 X (TSS). 

 

Where;  

R
2
  = the coefficient of determination from the regression  

RSS  = TSS ï ESS (Kontsoyianais, 1986; Gujarati, 1985) 

 

 

HO1: ɟ
2
 = O (i.e., the regressors, levels of sectoral FDI, in a given year have no significant 

relationship with the Actual dependent variable (TOMACt) for the year). 

  

HA1 ɟ > O (i.e. at least there is a significant relationship between one of the independent 

variables and Actual dependent variable, TOMACt 
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Table 2 shows the result of the multiple regression analysis, establishing the degree of influence 

of the FDI sources, collectively and individually, on the total market capitalization, in the period, 

1981-2008. 

3.4 Analysis Of Variance (ANOVA) 

From the F-tables, we read the following; F-tabulated (7,20), %=3.70; 

5%=2.51 while the F-ratio calculated is 209.735 

 

3.5 Decision Rule  

Since F-ratio, calculated > F-ratio, tabulated, we therefore, reject the Null hypothesis and 

conclude that the estimated model, significantly explains the variation in the respective periods 

under investigation, 1981-2008, with the resulting estimated regression equation represented 

thus; 

TOMAC t =     -960.807 - 0.032MIQt + 0.005MAPt + 2.559AFFt + 0.231TACt + 

0.281TABSt ï 0.040MISCSt éé. 1.5 
However, the order of importance is displayed thus; 

AFFt  >TABSt   > MISCSt   > MIQ t >BACt  > TAC t  > MAP t    

[8.965]   [4.124]   [2.586]   [2.421]   [1.664]   [0.695]   [0.431]  
 

Also, from the results of the hypotheses in Table 2, it is striking to note that foreign direct 

investment contributes significantly to the capital market. Added to this, the model shows about 

99% level of relationship between the explanatory variables taken together and the capital 

market (see the ANOVA Table 2). Also, with an R
2
 of about 98% it then follows that the 

explanatory variables have been able to explain at least 98% of the variations in the capital 

market, thus leaving only about 2% to chance occurrence. However, in terms of the contributions 

of the individual explanatory variables to the capital market, four of the FDI explanatory 

variables (agriculture and forestry, trading and business services, miscellaneous and mining and 

quarrying), all proved to be significant contributors to the Nigerian capital market. Similarly, 

four of the explanatory variables (agriculture and forestry, trading and business services, 

transport and communication and manufacturing and processing) equally bear positive 

coefficients. Thus, meaning that they contribute positively to the level of capital market 

development in Nigeria. The sectoral FDI to the miscellaneous, mining and quarrying, and 

building and construction, all contribute negatively to the Nigerian capital market.  

 

4. Conclusion  

The major findings therefore include the following  

i. Foreign direct investment is actually a desirable phenomenon, especially with its positive 

effect on the economy in general. 

ii.  Foreign direct investment exerts both positive and negative effect on the capital market in 

Nigeria. 

iii.  Foreign direct investment through the agriculture, forestry and fishery, trading and 

Business Services, miscellaneous and, the mining and quarrying Sectors, contribute 

significantly to capital market development.  

iv. With the insignificant nature of the contribution of FDI from the manufacturing and 

processing sector, it suffices to say therefore, that the Nigerian industrial sector is yet to 

feel the desired impact of the cross-boarder capital flow. 
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5. Recommendations  

The findings of the study therefore bring to the fore the need for the following recommendations; 

i. In order to feel the full positive effect of foreign direct investment on the economy, efforts 

should be directed towards the removal of impediments in the economy. By this, we mean 

that a conducive environment should be created to attract and sustain more foreign direct 

investment into the economy. 

ii.  Closely linked to this is the need to improve the countryôs level of infrastructural 
development. This is given the fact that solid infrastructural development stimulates private 

investment especially as it permits cost reduction and thus attracting more investment into 

the economy. 

iii.  Also, there is the need to improve on the level of security in the country. Obviously, lack of 

security as we witness in recent times in the Niger Delta, has continued to discourage new 

entrants while forcing existing investors to even close shop. 

iv. There is that need for the government to reduce the extent of bureaucratic inefficiency 

prevalent in the economy. Hence urgent needs should be directed towards improving the 

quality of government services. This has the tendency to avoid policy summersault with the 

ultimate gain that investors can now make predictions about the quality of government 

services such that unnecessary risks are avoided ore preparations made to cushion their 

effects.  

v. More investment and investors should be encouraged through the strengthening of the 

countryôs transparency in property rights, copyright protection, more commitment to 

enforcement of contracts, patent rights etc. Once an investor is sure of adequate returns, he 

is further encouraged to undertake new investment.  
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Annexure 
 

 

 YEAR MIQ t MAP t AFF t TAC t BAC t TABSt MISCSt TOMA Ct 

1. 1981 526.00 1705.70 120.50 60.80 325.90 767.20 251.80 5.00 

2. 1982 974.00 1922.50 120.50 68.90 422.50 1483.60 390.80 5.00 

3. 1983 511.20 2128.10 127.80 77.30 443.90 2274.90 386.30 5.70 

4. 1984 702.80 2109.30 128.50 80.60 439.00 2622.50 335.60 5.50 

5. 1985 744.00 2278.10 126.00 85.90 453.20 2697.90 418.90 6.60 

6. 1986 2510.40 2810.20 128.20 80.40 501.60 2753.00 529.60 6.80 

7. 1987 2260.20 3122.30 117.30 75.60 462.60 3396.50 55.1 8.20 

8. 1988 3403.00 3637.00 128.90 160.60 492.70 3133.70 383.30 10.00 

9. 1989 636.70 5406.40 134.80 158.20 481.80 3497.20 584.70 12.80 

10. 1990 1091.60 6339.00 334.70 240.50 743.60 1710.40  -23.70 16.30 

11. 1991 -810.00 8692.40 382.80 373.20 1471.60 142.20 682.00 23.10 

12. 1992 6417.20 9746.30 386.40 391.50 1406.60 1482.50 682.20 31.20 

13. 1993 27686.9

0 

12885.10 1214.90 426.40 71.20 1864.50 22638.00 47.50 

14. 1994 26680.0

0 

14059.90 1208.50 429.60 1707.00 2247.60 24381.10 66.30 

15. 1995 56747.3

0 

27668.80 1209.00 374.80 1553.00 2290.70 28848.00 180.40 

16. 1996 56792.3

0 

29814.30 1209.00 485.60 1864.30 3668.70 28766.70 285.80 

17. 1997 59221.4

0 

31297.20 1209.00 672.60 1259.80 3625.70 31046.20 281.90 

18. 1998 59970.5

0 

34503.90 1209.00 689.20 3888.30 10460.50 41689.5 262.60 

19. 1999 58855.4

0 

36282.10 1209.00 820.30 3995.90 10927.30 42100.40 300.00 

20. 2000 60710.9

0 

3733.60 1209.00 820.30 3995.90 11201.30 42237.6 472.30 

21. 2001 61611.9

0 

37779.60 1209.00 955.30 4211.90 12016.30 43657.60 662.50 

22. 2002 61611.9

0 

39953.60 1209.00 1736.30 4293.10 12317.30 45509.60 764.90 

23. 2003 61809.1

0 

45719.40 1209.00 2890.50 4545.80 14457.30 49056.50 1359.30 

24. 2004 62145.7

0 

102995.80 1209.00 4281.10 5194.10 20242.40 53571.20 2112.50 

25. 2005 80789.4

0 

133894.50 1209.00 5565.40 6713.30 25315.10 102780.00 2900.10 

26. 2006 105668.

40 

212729.40 1209.00 8291.00 10461.10 41309.30 102780.00 5121.00 

27. 2007 110539.

10 

226667.30 3211.00 10302.10 12678.40 52400.10 114800.00 13294.60 

28. 2008 118276.

80 

242534.00 3435.80 11023.10 13565.90 56068.10 122836.00 13917.20 

Source: CBN Statistical Bulletin, various years.  

Table 1: Nigeria Foreign Direct Investment in Millions of Naira, 1981-2008 
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Indepen- 

dent 

variable 

X1  

Mining  

and  

Quarry 

ing  

MIQ t 

X2 

Manu-  

facturing and 

Processing 

MAPt 

X3 

Agricul- 

ture.  

Forestry 

and  

fishery 

AFFt 

X4 

Trans- 

port and 

commu- 

nication 

TACt 

X5 

Build- 

ing  

and  

Cons-

truction 

BACt 

X6 

Trading 

And  

Business 

Services  

TABSt 

X7 

Miscell- 

aneous  

MISCSt 

Coefficien 

t of the  

variables  

-0.032 0.005 2.559 0.231 -0.350 0.281 -0.040 

Standard  

error 

0.013 0.011 0.285 0.333 0.210 0.068 0.015 

T-statistic 

calculated 

- 

2.421* 

*  

0.431 8.965*** 0.695 -1.664 4.124*** - 

2.586** 

T-statistic  

Tabulated  

1% 

2.831 2.831 2.831 2.831 2.831 2.831 2.831 

T-statistic  

Tabulated  

5% 

2.080 2.080 2.080 2.080 2.080 2.080 2.080 

Pearson  

Correlation 

0.720 0.916 0.846 0.942 0.906 0.942 0.820 

  

Constant    = -960.807 

Correlation (R)   = 0.993 

Coefficient determination (R
2
) = 0.987 

No of observations  = 28 

Degree of freedom  = (7,20) 

Hypotheses Testing and Discussion of Results 

Table 2: Regression Output of Total market capitalization and FDI sources of inflow into Nigeria.  
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Abstract 
 

Working Capital Management is one of the most severe problems faced by business 

organizations, more specifically small and medium size manufacturing enterprises (SMEs).  The 

main objective of the paper is to determine the type of approach followed by small and medium 

size industrial companies in Pakistan for financing their current assets.  Based on the analysis of 

financial data, it is concluded that Conservative Approach (financing current assets through long 

term liabilities) is being followed by small and medium size industrial companies in Pakistan for 

financing the current assets.  

Keywords: Financing, Current Assets, Approach, Small and  Medium Enterprises  

1. Introduction  
 

Working Capital Management refers to maintenance of a balance in the volume of current assets 

and current liabilities so as to keep the cost of these assets at minimum acceptable level.  

Keeping in view the very nature of the current assets (which change frequently), efficient and 

accurate managerial decisions regarding maintenance of inventory, cash in hand, arrangement of 

funds etc., is required.  The management of any business spends reasonable time on the 

management of working capital. An important aspect in managing the working capital is that 

current liabilities must be growing with the growth in current assets at the same pace and a 

margin of safety must be maintained i.e. period of current liabilities should be more than current 

assets.   

Majority of the Small and Medium Enterprises (SMEs) are not able to get long term loans 

because of their inherent risks including their vulnerability to economic or business cycles. Such 

types of enterprises are also risky for investment due to their size and financial standing and 

hence face problems while borrowing funds for short term period.  Furthermore, various types of 
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