
 

 

 

 

 

 

 

 

Proceedings 
 

Theme: “Tackling local, national, and regional challenges through responsible 

management and sustainable business practices” 

July 22 and 23, 2016 

Ateneo de Davao University, E. Jacinto Street, 8016 Davao City 

ISSN: 2345-8720 (Print) 
 

 

Co-organized by De La Salle University, Ateneo de Davao University, and  

University of San Carlos, in collaboration with the Philippine Academy of Management 

    

  



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

2 

 

Contents 

Conference Program. ...................................................................................................................... 7 

 

Session A- ASEAN integration and corporate management ........................................................ 23 

Effects Of Organizational Learning And Collective Knowledge On Change Beliefs: A Phil. 

Hei’s Perceptions On The Asean Economic Integration by Edgar Allan G. Castro................. 23 

M and A: Vital for ASEAN 2015 Integration by Patrick V. Caoile ......................................... 24 

Rent Seeking Behavior in the Philippine Mining Industry by Patrick V. Caoile ..................... 32 

Pirates of the Asia-Pacific: Analyzing APEC digital piracy by Carlos Vincent L. Chua and 

Regina S. Villasor ..................................................................................................................... 39 

 

Session B - Corporate Social Responsibility ................................................................................ 40 

Corporate Social Responsibility: Importance to the Progression of the Selected Universal 

Banks in Batangas City by Kypril Catle,  Marjorie Balmes, Antonette Mendoza, Glice Jhoan 

Panaligan, Eleanor Sartorio, and Glydel Yvette H. Serona  ..................................................... 40 

Sustainability Reporting in the Philippines: The Case of Manila Water Company, Inc. by 

Shieradel V. Jimenez and Ma. C. P. Assumpta Marasigan ....................................................... 53 

Corporate Social Responsibility (CSR) Activities in Mining and Oil Companies from 2010 to 

2014: A Content Analysis Study on the Philippine Context by Frederick P. Romero ............. 70 

 

Session C - Management education (1) ........................................................................................ 80 

Assessment of Office Competencies and Work Qualities of the BS Office Administration 

Students Under the Supervised Field Experience SY 2013-2014 by Gamaliela  A. Dumancas 

and Teresita F. Pepito ............................................................................................................... 80 

Employability and Employers’ Assessment on Competency of Master in Business 

Administration Graduates in one Asian University by Maribeth G. Buenviaje and Jake M. 

Laguador ................................................................................................................................... 94 

Problems and Coping Strategies of SMU-HTM Students During Their US Cultural Exchange 

Immersion: Basis for an Enhanced Preparation of Students for International Internship 

Program by Mayvelyn S. Covita and Bon Homme Richard G. Torres .................................. 106 

Status of Implementation and Usefulness of Outcomes – Based Education for Customs 

Administration Students of LPU – Batangas by Angelica O. Macatangay, Lyza D. Braza, 

Reycon Annabel P. Fuentes, Maedelyn N. Gamboa, Angie D. Gonzales, Katleen T. 

Hernandez, and Jeny Rose B. Montejo ................................................................................... 115 

 

  



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

3 

 

Session D - Managing the academe (1) ...................................................................................... 133 

Corporate Practices of Private Higher Educational Institutions by Jennifer Seridon ............. 133 

Corporate Social Responsibility of Selected Private and Public Colleges and Universities in 

Batangas City: Basis for Enhancement by Dabbie A. Cruzem,  Ericka Joy B. Calacal, Rocel 

Joy M. Bruce, Kristine Joy G. De Alday and Luisa P. Macatangay ....................................... 142 

Decoding the strategy of a university management research center: An insider action research 

proposal by Patrick Adriel H. Aure ........................................................................................ 143 

Description, Correlation, and Regression  Model of the Factors Affecting the Job Satisfaction 

of the Ateneo de Davao College Faculty by Felicitas Cruz .................................................... 159 

 

Session E - Consumer behavior .................................................................................................. 160 

Buying Behavior of Senior Citizens in Region 12 by Sheila Bayquin ................................... 160 

Exploring Customer Perception of Selected Green Restaurants in Baguio City by Starlet Joy 

Caliwan ................................................................................................................................... 171 

Working Mothers Buying Detergents: Only Price Matters by Vicente Salvador E. Montaño 

and Manuel S. Ortega ............................................................................................................. 172 

 

Session F - SMEs and Entrepreneurship ..................................................................................... 173 

Academic Research Relevance to Business Practices: Perceptions, Scan Intensity, Use and 

Intentions of Business Practitioners in Batangas by Sheila Maloles ...................................... 173 

Drivers And Barriers Of Professionalizing Family Businesses In Koronadal City, South 

Cotabato by Michelle Capistrano............................................................................................ 174 

Drivers of Growth of Microenterprises by Rean May C. Galang ........................................... 182 

Value Placed on the Online Reviews and How this Affects the Opinions and Actions of 

Batangueño Entrepreneurs when Patronizing Local Business Services by Analiza D. 

Resurreccion ........................................................................................................................... 192 

 

Session G - Corporate governance and leadership ..................................................................... 193 

Corporate sustainability, governance, ethics and firm performance: A literature review by Mar 

Andriel Umali ......................................................................................................................... 193 

Corporate Values Integration on Organizational Practices: Basis for the Development of 

Corporate Image Program by Mario Glenn A. Isic and Hector Aguiling ............................... 200 

Empirical Study on the Dual Factor Corporate Governance Model on the Performance of 

Philippine Listed Corporations by Claro G. Ganac ................................................................ 228 

Transformational Leadership: Echoing Responsibility, Accountability and Sustainability by 

Aileen K. Balba, Mary Grace M. Reyes, and Eileen M. Mamino .......................................... 230 

 

  



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

4 

 

Session H - Social entrepreneurship and social enterprises ........................................................ 231 

Exploring social business models: The case of ECHOstore and Greenius by Raymund B. 

Habaradas and Patrick Adriel H. Aure ................................................................................... 231 

Social Enterprises in Mindanao: The Case of Crystal Seas by Maria Angela G. Zafra ......... 250 

Social Entrepreneurship:  Five Dimensions of Opportunity Tracing Framework by Shalini 

Morta ....................................................................................................................................... 258 

 

Session I - Finance (1) ................................................................................................................ 276 

Financial Instrument Awareness and Ownership Among Selected Generation X Individuals in 

Metro Manila by Dennis L. Berino ......................................................................................... 276 

Philippine Peso Exchange Rate Movement on Import Level in the Philippines: An Empirical 

Study by Frederick P. Romero ................................................................................................ 290 

Philippine Peso Exchange Volatility and the Foreign Portfolio Investments (FPI): A Granger 

Causality Approach in the Philippine Setting from 2005 to 2014 by Frederick P. Romero... 299 

Unit Investor Trust Fund Characteristics, Investor Preferences, and UnionBank Trust 

Strategies by Robert Ramos .................................................................................................... 308 

 

Session J – Tourism .................................................................................................................... 337 

Get The Party Started: Uncovering factors that drive participants to destination music festivals 

by Lysa Sanchez, Jhona Camba, and Geraldine Pascual ........................................................ 337 

Influence of Grade Point Average (GPA) and Perceived Academic Performance on the 

Employability Skills of Senior Hospitality and Tourism Students by Maria Madel M. Ocampo 

and Rhikie Rose P. Maranan ................................................................................................... 345 

Potential Contribution Of Local Food Resources Towards Sustainable Food Tourism In Nueva 

Vizcaya by Marvin G. Eslava ................................................................................................. 346 

Tourism Competitiveness of Cebu in Central Philippines:  Status, Challenges and 

Sustainability by Ferdinand Tesado Abocejo ......................................................................... 347 

 

Session K - Management education (2) ...................................................................................... 362 

Developing Sustainability Values in Future Business Leaders by Pia T. Manalastas ............ 362 

Effect of Problem-Based Service Learning on the Civic Consciousness of Students Enrolled in 

the National Service Training Program of De La Salle Lipa by Joseph Angelou Ilagan Ng . 373 

Industry Academe Partnerships Update by Robert Keitel  and Melissa Ledesma ................. 374 

Lost in the forest dark: A review on the outlook of ethics in business programs by              

Real C. So  .............................................................................................................................. 375 

 

  



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

5 

 

Session L - Strategic marketing and branding ............................................................................ 385 

Branding:  Country of Origin (COO) Effect by Mary Julie V. Balarbar ................................ 385 

Effectiveness of Marketing Strategies of LPU-High School by Anthea Jean C. Arante, Reyson 

Adalia, Nicole Autor, Vince Cuya, Roly Vic Hernandez, Angelica Panganiban, and Fernando 

Ricafort ................................................................................................................................... 392 

Factors Contributing To The Influence Of Celebrity Endorsers On Brand Patronage Among 

Selected Fans Clubs In Davao City by Elaine Mars G. Isip ................................................... 403 

Market Segmentation of the Tablet and Smartphone Users in the Philippines by Eric Parilla, 

Kristine San Juan Nable, and Jodie Claire Ngo ...................................................................... 404 

Measure of Quality as Contributing Factor in Pursuing College Degree in Engineering: Input 

to Marketing Strategic Plan by Joseph Cezar L. Deligero and Jake M. Laguador ................. 415 

 

Session M - Creating social value ............................................................................................... 428 

Collaborative Partnership in Tripartite Sectors: A critical review of literature by Teodoro S. 

Ocampo ................................................................................................................................... 428 

Security of Tenure, Capital Accumulation and Quality of Life for Poverty Alleviation by 

Bembie Marie Girado, Crisanto Regadio Jr., and Mark Anthony Velasco ............................ 441 

The virtuous cycle of social capital: the case of Benguet coffee farmers by Reynaldo A. 

Bautista Jr................................................................................................................................ 442 

 

Session N - Managing the academe (2) ...................................................................................... 468 

Aligning Business with IT: An ICT Strategy Using Practical Enterprise Architecture for the 

Lasallian Network of Schools by Allan B. Borra and Emmanuel S. Iluzada ......................... 468 

Entrepreneurial University:  The Case of the University of the Philippines Manila by 

Bienvenido Balotro ................................................................................................................. 470 

Fortifying The University’s Enrollment Management Through Brand Equity Assessment by 

Harrison T. Villanueva, John Octavious S. Palina, Angela C. Garra, and Niña Mae Bianca J. 

Martin ...................................................................................................................................... 481 

Positioning the HEIs in Davao City by Danilo Te .................................................................. 490 

 

Session O - SMEs and entrepreneurship ..................................................................................... 491 

Exploring innovation capability and organizational performance among SMEs by Ma. 

Cresilda M. Caning ................................................................................................................. 491 

Influence of Entrepreneurship Education, Societal Enhancers and Environmental Factors to 

Entrepreneurial Activities in Davao Region by Candida Santos ............................................ 504 

Management Succession For Family-Owned Businesses: A Theory Paper by Jose Mari L. 

Yupangco ................................................................................................................................ 518 



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

6 

 

Impulsive Buying Behavior Of Millennials On Online Shopping by Jose Luis Legaspi, Ireene 

Leoncio Oliver Galgana, and Clare Hormachuelos ................................................................ 535 

 

Session P – Sports ....................................................................................................................... 557 

Critical factors influencing international sporting success of the Philippines: The athletes’ 

perspective by Ralph Andrew Ramos ..................................................................................... 557 

A study on the market behavior towards a new social media platform for creating online sports 

communities by Geraldine Bernardo and Cayronne Lim ....................................................... 575 

 

Session Q - Human resource ....................................................................................................... 593 

A Test Of Relationship Between Organizational Culture And Organizational Readiness For 

Change In A Philippine-Based Manpower Outsourcing Cooperative by Maria Ysabel B. 

Bordador ................................................................................................................................. 593 

Skills, Knowledge and Attitudes Needed by Companies in Metro Manila by Eric Parilla .... 628 

Strategies for Multinational Enterprises to Engage in Public Policy Development: The Role of 

Human Resources Management by Maria Angela G. Zafra ................................................... 639 

 

Session R - Finance (2) ............................................................................................................... 652 

A Comparative Examination of the Level of Mobile Banking Services of Selected Publicly-

listed Universal Banks in the Philippines: A Qualitative Study by Frederick P. Romero ...... 652 

The Rise and fall of The Monoline/Bond Insurers: Icarus of the 21st Century by D. Dulani 

Jayasuriya ................................................................................................................................ 662 

Chaos Theory & Realised Volatility: An Empirical Analysis by D. Dulani Jayasuriya ........ 680 

Financial Performance of Philippine Life Insurance Companies by Michelle Brendy C. 

Ocampo Tan ............................................................................................................................ 714 

 

 

 

 



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

7 

 

Conference Program 
 

Day One (July 22, 2016) – Morning 

Ruth Chew and Jan Michael Tanzo 

Master of Ceremonies 

 

8:00 – 9:00 AM Registration 

Morning snacks 

Venue: Finster Auditorium, 7th floor Finster Building 

9:00 – 9:30 AM Opening ceremony 

Venue: Finster Auditorium, 7th floor Finster Building  

 

Invocation and National Anthem 

Ateneo de Davao University Chorale 

 

Welcome Remarks 

Rev. Fr. Joel E. Tabora S.J 

President, Ateneo de Davao University 

 

Acknowledgement of participating schools 

 

Rationale of the conference 

Dr. Raymund Habaradas 
Co-Chair, 4th National Business and Management Conference 

Director, Center for Business Research and Development 

Ramon V. Del Rosario College of Business, De La Salle University 

9:30 – 10:30 AM Keynote address 

Venue: Finster Auditorium, Finster Building  
  

Introduction of keynote speaker 

Dr. Ma. Luisa C. Delayco 

Dean, Ramon V. Del Rosario College of Business 

De La Salle University 

 

Ms. Jeannie Javelosa 

Co-founder  

ECHOstore, GREAT WOMEN, and ECHOsi Foundation  

 

Open Forum 

10:30 – 10:45 AM Morning break and moving to parallel sessions 
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Day One (July 22, 2016) – Morning (Parallel Sessions) 

Only those who have paid, registered and presented during the conference will have 

their papers included in the conference proceedings.  

 

10:45 –  12:45 PM Parallel sessions for research presenters across different rooms 

 

 

 

 

10:45 – 11:15 AM 

 

 

 

 

 

11:15 – 11:45 AM 

 

 

 

 

11:45 – 12:15 PM 

 

 

 

 

12:15 – 12:45 PM 

Session A - ASEAN integration and corporate management 

Room A 

Session Chair: Dr. Rowenna Mae De Jesus 

 

Paper 1 

Effects Of Organizational Learning And Collective Knowledge On Change 

Beliefs: A Phil. HEI’s Perceptions On The ASEAN Economic Integration  

Edgar Allan G. Castro 

De La Salle Lipa 

 

Paper 2 

M and A: Vital for ASEAN 2015 Integration  

Patrick V. Caoile 

De La Salle University 

 

Paper 3 

Rent Seeking Behavior in the Philippine Mining Industry  

Patrick V. Caoile 

De La Salle University 

 

Paper 4 

Pirates of the Asia-Pacific: Analyzing APEC digital piracy  

Carlos Vincent L. Chua, NEDA 

Regina  S. Villasor, De La Salle University 

 

 

 

 

10:45 – 11:15 AM 

 

 

 

 

 

 

 

 

Session B – Corporate social responsibility 

Room B 

Session Chair: Dr. Margie Clavano 

 

Paper 1 

Corporate Social Responsibility: Importance to the Progression of the 

Selected Universal Banks in Batangas City 

Kypril Catle, Marjorie Balmes, Antonette Mendoza, Glice Jhoan 

Panaligan, Eleanor Sartorio, Glydel Yvette H. Serona 

Lyceum of the Philippines University - Batangas 
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11:15 – 11:45 AM 

 

 

 

 

 

11:45 – 12:15 PM 

 

 

 

 

Paper 2 

Sustainability Reporting in the Philippines: The Case of Manila Water 

Company, Inc. 

Shieradel V. Jimenez, Ma. C. P. Assumpta Marasigan, 

De La Salle University 

 

Paper 3 

Corporate Social Responsibility (CSR) Activities in Mining and Oil 

Companies from 2010 to 2014: A Content Analysis Study on the Philippine 

Context 

Frederick P. Romero 

De La Salle University 

 

 

 

 

 

10:45 – 11:15 AM 

 

 

 

 

 

 

11:15 – 11:45 AM 

 

 

 

 

 

11:45 – 12:15 PM 

 

 

 

 

 

 

12:15 – 12:45 PM 

Session C – Management education (1) 

Room C1 

Session Chair: Dr. Divina Sabanal 

 

Paper 1 

Assessment of Office Competencies and Work Qualities of the BS Office 

Administration Students Under the Supervised Field Experience SY 2013-

2014 

Gamaliela Dumancas 

Central Mindanao University 

 

Paper 2 

Employability and Employers’ Assessment on Competency of Master in 

Business Administration Graduates in one Asian University  

Maribeth G. Buenviaje, Jake M. Laguador 

Lyceum of the Philippines University - Batangas 

 

Paper 3 

Problems and Coping Strategies of SMU-HTM Students During Their US 

Cultural Exchange Immersion: Basis for an Enhanced Preparation of 

Students for International Internship Program 

Mayvelyn S. Covita, Bon Homme Richard G. Torres 

Saint Mary’s University 

 

Paper 4 

Status of Implementation and Usefulness of Outcomes – Based Education 

for Customs Administration Students of LPU – Batangas 

Angelica O. Macatangay, Lyza D. Braza, Reycon Annabel P. Fuentes, 

Maedelyn N. Gamboa, Angie D. Gonzales, Katleen T. Hernandez, Jeny 

Rose B. Montejo  

Lyceum of the Philippines University - Batangas 
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10:45 – 11:15 AM 

 

 

 

 

11:15 – 11:45 AM 

 

 

 

 

 

 

11:45 – 12:15 PM 

 

 

 

 

 

12:15 – 12:45 PM 

Session D – Managing the academe (1) 

Room C2 

Session Chair: Dr. Michelle Juadiong 

 

Paper 1 

Corporate Practices of Private Higher Educational Institutions 

Jennifer Seridon 

Notre Dame of Marbel University 

 

Paper 2 

Corporate Social Responsibility of Selected Private and Public Colleges 

and Universities in Batangas City: Basis for Enhancement 

Dabbie A. Cruzem, Ericka Joy B. Calacal, Rocel Joy M. Bruce, Kristine 

Joy G. De Alday, Macatangay, Luisa P.   

Lyceum of the Philippines University - Batangas 

 

Paper 3 

Decoding the strategy of a university management research center: An 

insider action research proposal 

Patrick Adriel H. Aure 

De La Salle University 

 

Paper 4 

Description, Correlation, and Regression  Model of the Factors Affecting 

the Job Satisfaction of the Ateneo de Davao College Faculty 

Felicitas Cruz 

Ateneo de Davao University 

 

 

 

 

10:45 – 11:15 AM 

 

 

 

 

11:15 – 11:45 AM 

 

 

 

 

 

 

 

Session E – Consumer behavior 

Room D 

Session Chair: Dr. Jovelyn Castro 

 

Paper 1 

Buying Behavior of Senior Citizens in Region 12 

Sheila Bayquin 

Notre Dame of Marbel University and Ateneo de Davao University 

 

Paper 2 

Exploring Customer Perception of Selected Green Restaurants in  

Baguio City 

Starlet Joy Caliwan 

University of Baguio 
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11:45 – 12:15 PM 

 

 

 

 

Paper 3 

Working Mothers Buying Detergents: Only Price Matters 

Vicente Salvador E. Montaño, Manuel S. Ortega  

University of Mindanao 

 

 

 

 

10:45 – 11:15 AM 

 

 

 

 

 

11:15 – 11:45 AM 

 

 

 

 

 

11:45 – 12:15 PM 

 

 

 

 

12:15 – 12:45 PM 

Session F – SMEs and entrepreneurship (1) 

Room E 

Session Chair: Dr. Eugene Bije 

 

Paper 1 

Academic Research Relevance to Business Practices: Perceptions, Scan 

Intensity, Use and Intentions of Business Practitioners in Batangas 

Sheila Maloles 

De La Salle Lipa 

 

Paper 2 

Drivers And Barriers Of Professionalizing Family Businesses In 

Koronadal City, South Cotabato 

Michelle Capistrano 

Notre Dame of Marbel University 

 

Paper 3 

Drivers of Growth of Microenterprises 

Rean May C. Galang 

Notre Dame of Marbel University 

 

Paper 4 

Value Placed on the Online Reviews and How this Affects the Opinions 

and Actions of Batangueño Entrepreneurs when Patronizing Local 

Business Services 

Analiza D. Resurreccion 

De La Salle Lipa 
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Day One (July 22, 2016) – Afternoon (Parallel Sessions) 

Only those who have paid, registered and presented during the conference will have 

their papers included in the conference proceedings 

12:45 – 2:00 PM LUNCH and NETWORKING 

 

Research and networking opportunities 

 

Philippine Academy of Management 

Dr. Raymund B. Habaradas 
President, Philippine Academy of Management 

Co-Chair, 4th National Business and Management Conference 

 

US-AID STRIDE Research and Academic Programs 

Dr. Robert Keitel 

Consultant 

Research & Industry Partnerships 

USAID-STRIDE / RTI International 

 

2:00 – 4:00 PM Parallel sessions for research presenters across different rooms 

 

 

 

 

2:00 – 2:30 PM 

 

 

 

 

 

2:30 – 3:00 PM 

 

 

 

 

 

3:00 – 3:30 PM 

 

 

 

 

 

 

 

Session G – Corporate governance and leadership 

Room A 

Session Chair: Dr. Jenner Chan 

 

Paper 1 

Corporate sustainability, governance, ethics and firm performance: A 

literature review 

Mar Andriel Umali 

De La Salle University 

 

Paper 2 

Corporate Values Integration on Organizational Practices: Basis for the 

Development of Corporate Image Program 

Mario Glenn A. Isic, Hector Aguiling 

University of Santo Tomas 

 

Paper 3 

Empirical Study on the Dual Factor Corporate Governance Model on the 

Performance of Philippine Listed Corporations 

Claro G. Ganac 

De La Salle University 
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3:30 – 4:00 PM Paper 4 

Transformational Leadership: Echoing Responsibility, Accountability and 

Sustainability Attributes in the Transformation Process 

Aileen K. Balba; Mary Grace M. Reyes; Eileen M. Mamino 

Colegio de San Juan de Letran - Calamba City, Laguna 

 

 

 

 

2:00 – 2:30 PM 

 

 

 

 

2:30 – 3:00 PM 

 

 

 

 

3:00 – 3:30 PM 

 

 

 

 

Session H – Social entrepreneurship and social enterprises 

Room B 

Session Chair: Dr. Raymund Habaradas 

 

Paper 1 

Exploring social business models: The case of ECHOstore and Greenius 

Raymund B. Habaradas, Patrick Adriel H. Aure 

De La Salle University 

 

Paper 2 

Social Enterprises in Mindanao: The Case of Crystal Seas 

Maria Angela G. Zafra 

Ateneo de Davao University 

 

Paper 3 

Social Entrepreneurship:  Five Dimensions of Opportunity Tracing 

Framework 

Shalini Morta 

De La Salle University 

 

 

 

 

2:00 – 2:25 PM 

 

 

 

 

 

2:25 – 2:50 PM 

 

 

 

 

 

 

 

 

 

Session I – Finance 

Room C2 

Session Chair: Dr. Dennis Berino 

 

Paper 1 

Financial Instrument Awareness and Ownership Among Selected 

Generation X Individuals in Metro Manila 

Dennis L. Berino 

De La Salle University 

 

Paper 2 

Philippine Peso Exchange Rate Movement on Import Level in the 

Philippines: An Empirical Study 

Frederick P. Romero 

De La Salle University 
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2:50 – 3:15 PM 

 

 

 

 

 

 

3:15 – 3: 40 PM 

 

 

 

 

Paper 3 

Philippine Peso Exchange Volatility and the Foreign Portfolio Investments 

(FPI): A Granger Causality Approach in the Philippine Setting from 2005 

to 2014 

Frederick P. Romero 

De La Salle University 

 

Paper 4 

Unit Investor Trust Fund Characteristics, Investor Preferences, and 

UnionBank Trust Strategies 

Robert Ramos 

De La Salle University 

 

 

 

 

 

2:00 – 2:30 PM 

 

 

 

 

 

2:30 – 3:00 PM 

 

 

 

 

 

 

3:00 – 3:30 PM 

 

 

 

 

 

3:30 – 4:00 PM 

Session J – Tourism 

Room C1 

Session Chair: Mr. Ferdinand Abocejo 

 

Paper 1 

Get the party started: Uncovering factors that drive participants to 

destination music festivals 

Lysa Sanchez, Jhona Camba, Geraldine Pascual 

De La Salle University 

 

Paper 2 

Influence of Grade Point Average (GPA) and Perceived Academic 

Performance on the Employability Skills of Senior Hospitality and 

Tourism Students 

Maria Madel M. Ocampo, Rhikie Rose P. Maranan  

De La Salle Lipa 

 

Paper 3 

Potential Contribution Of Local Food Resources Towards Sustainable 

Food Tourism In Nueva Vizcaya 

Marvin G. Eslava 

Saint Mary’s University 

 

Paper 4 

Tourism Competitiveness of Cebu in Central Philippines:  Status, 

Challenges and Sustainability 

Ferdinand Tesado Abocejo 

Cebu Normal University 
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2:00 – 2:30 PM 

 

 

 

 

2:30 – 3:00 PM 

 

 

 

 

 

 

3:00 – 3:30 PM 

 

 

 

 

3:30 – 4:00 PM 

Session K – Management education (2) 

Room C1 

Session Chair: Ms. Pia Manalastas 

 

Paper 1 

Developing Sustainability Values in Future Business Leaders 

Pia T. Manalastas 

De La Salle University 

 

Paper 2 

Effect of Problem-Based Service Learning on the Civic Consciousness of 

Students Enrolled in the National Service Training Program of De La 

Salle Lipa 

Joseph Angelou Ng 

De La Salle Lipa 

 

Paper 3 

Industry Academe Partnerships Update  

Robert Keitel, Melissa Ledesma 

Asian Institute of Management 

 

Paper 4 

Lost in the forest dark: A review on the outlook of ethics in business 

programs 

Real So 

De La Salle University 

 

 

 

 

2:00 – 2:25 PM 

 

 

 

 

2:25 – 2:50 PM 

 

 

 

 

 

2:50 – 3:15 PM 

 

 

Session L – Strategic marketing and branding 

Room E 

Session Chair: Ms. Mary Julie Balarbar 

 

Paper 1 

Branding:  Country of Origin (COO) Effect 

Mary Julie V. Balarbar 

De La Salle University 

 

Paper 2 

Effectiveness of Marketing Strategies of LPU-High School 

Anthea Jean C. Arante, Reyson Adalia, Nicole Autor, Vince Cuya, Roly 

Vic Hernandez, Angelica Panganiban, Fernando Ricafort 

Lyceum of the Philippines University - Batangas 

 

Paper 3 

Factors Contributing To The Influence Of Celebrity Endorsers On Brand 

Patronage Among Selected Fans Clubs In Davao City 
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3:15 – 3: 40 PM 

 

 

 

 

 

3:40 – 4:05 PM 

Elaine Mars G. Isip 

Ateneo de Davao University 

 

Paper 4 

Market Segmentation of the Tablet and Smartphone Users in the 

Philippines 

Eric Parilla, Kristine San Juan Nable, Jodie Claire Ngo 

University of Asia and the Pacific 

 

Paper 5 

Measure of Quality as Contributing Factor in Pursuing College Degree in 

Engineering: Input to Marketing Strategic Plan 

Joseph Cezar L. Deligero, Jake M. Laguador 

Lyceum of the Philippines University - Batangas 

4:00 – 4:30 PM Afternoon snacks 

4:30 – 4:45 PM Closing plenary 

Announcements 
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Day Two (July 23, 2016) – Morning 

 

8:30 – 9:00 AM Registration for second-day participants 

Venue: Finster Auditorium, 7th floor Finster Building 

9:00 – 10:30 AM Plenary session 

Venue: Finster Auditorium, 7th floor Finster Building 

 

Introduction of plenary speaker 

Dr. Rowenna Mae De Jesus 

Asst. Dean for Undergraduate Programs 

Ateneo de Davao University 

 

“The Philippines in the AEC: Challenges and Opportunities” 

Dr. Myrna Austria 

Full Professor, School of Economics 

De La Salle University 

 

Introduction of 2nd  plenary speaker 

Dr. Margie J. Clavano, DBM 

Co-Chair, 4th National Business and Management Conference 

Asst. Dean for Graduate Programs 

Ateneo de Davao University 

 

Mr. Stephen A. Antig 

Executive Director 

Pilipino Banana Growers and Exporters Association 

 

Open Forum 

10:30 to 10:45 AM Morning break 
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10:45 AM - 12:30 

PM 

Parallel sessions for research presenters across different rooms 

 

 

 

 

10:45 – 11:15 AM 

 

 

 

 

 

11:15 – 11:45 AM 

 

 

 

 

 

11:45 – 12:15 PM 

Session M – Creating social value 

Room A 

Session Chair: Dr. Reynaldo Bautista, Jr. 

 

Paper 1 

Collaborative Partnership in Tripartite Sectors: A critical review of 

literature 

Teodoro S. Ocampo 

De La Salle University 

 

Paper 2 

Security of Tenure, Capital Accumulation and Quality of Life for Poverty 

Alleviation 

Bembie Marie Girado, Crisanto Regadio Jr., Mark Anthony Velasco 

De La Salle University 

 

Paper 3 

The virtuous cycle of social capital: the case of Benguet coffee farmers 

Reynaldo A. Bautista Jr. 

De La Salle University 

 

 

 

 

10:45 – 11:10 AM 

 

 

 

 

 

11:10 – 11:35 AM 

 

 

 

 

 

11:35 – 12:00 PM 

 

 

 

 

 

Session N – Managing the academe (2) 

Room C2 

Session Chair: Ms. Pia Manalastas  
 

Paper 1 

Aligning Business with IT: An ICT Strategy Using Practical Enterprise 

Architecture for the Lasallian Network of Schools 

Allan B. Borra, Emmanuel S. Iluzada 

De La Salle University 

 

Paper 2 

Entrepreneurial University:  The Case of the University of the Philippines 

Manila 

Bienvenido Balotro 

University of the Philippines Manila 

 

Paper 3 

Fortifying The University's Enrollment Management Through Brand 

Equity Assessment 

Harrison T. Villanueva, John Octavious S. Palina, Angela C. Garra, Niña 

Mae Bianca J. Martin 

Saint Mary’s University 
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12:00 – 12:25 PM Paper 4 

Positioning the HEIs in Davao City 

Danilo Te 

Ateneo de Davao University 

 

 

 

 

10:45 – 11:10 AM 

 

 

 

 

 

11:10 – 11:35 AM 

 

 

 

 

 

11:35 – 12:00 PM 

 

 

 

 

12:00 – 12:25 PM 

Session O – SMEs and entrepreneurship (2) 

Room E 

Session Chair: Dr. Robert Keitel  

 

Paper 1 

Exploring innovation capability and organizational performance among 

SMEs 

Ma. Cresilda M. Caning 

De La Salle University 

 

Paper 2 

Influence of Entrepreneurship Education, Societal Enhancers and 

Environmental Factors to Entrepreneurial Activities in Davao Region  

Candida Santos 

Ateneo de Davao University 

 

Paper 3 

Management Succession For Family-Owned Businesses: A Theory Paper 

Jose Mari L. Yupangco 

De La Salle University 

 

Paper 4 

Impulsive Buying Behavior Of Millennials On Online Shopping 

Jose Luis Legaspi, Ireene Leoncio, Oliver Galgana, Clare Hormachuelos 

De La Salle University 

 

 

 

 

10:45 – 11:15 AM 

 

 

 

 

 

11:15 – 11:45 AM 

 

 

 

 

Session P – Sports 

Room B 

Session Chair: Dr. Dennis Berino 

 

Paper 1 

Critical factors influencing international sporting success of the 

Philippines: The athletes’ perspective 

Ralph Andrew Ramos 

University of the Philippines Diliman 

 

Paper 2 

A study on the market behavior towards a new social media platform for 

creating online sports communities 

Geraldine Bernardo, Cayrone Lim 

De La Salle University 
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11:45 – 12:15 PM Paper 3 

The Philippine Taekwondo Association Experience: Developing a local 

model of sport governance and sustainability for National Sports 

Associations 

Geraldine G. Bernardo 

De La Salle University 

 

 

 

 

10:45 – 11:15 AM 

 

 

 

 

 

 

11:15 – 11:45 AM 

 

 

 

 

11:45 – 12:15 PM 

 

 

 

 

Session Q – Human resource 

Room D 

Session Chair: Dr. Divina Edralin 

 

Paper 1 

A Test Of Relationship Between Organizational Culture And 

Organizational Readiness For Change In A Philippine-Based Manpower 

Outsourcing Cooperative 

Maria Ysabel B. Bordador 

De La Salle University 

 

Paper 2 

Skills, Knowledge and Attitudes Needed by Companies in Metro Manila 

Eric Parilla 

University of Asia and the Pacific 

 

Paper 3 

Strategies for Multinational Enterprises to Engage in Public Policy 

Development: The Role of Human Resources Management 

Maria Angela G. Zafra 

Ateneo de Davao University 

 

 

 

 

10:45 – 11:10 AM 

 

 

 

 

 

 

11:10 – 11:35 AM 

 

 

 

 

 

Session R – Finance (2) 

Room C1 

Session Chair: Dr. Patrick Caoile 

 

Paper 1 

A Comparative Examination of the Level of Mobile Banking Services of 

Selected Publicly-listed Universal Banks in the Philippines: A Qualitative 

Study 

Frederick P. Romero 

De La Salle University 

 

Paper 2 

The rise and fall of the Monoline/Bond Insurers:  

Icarus of the 21st Century  

Dulani Jayasuriya Daluwathumullagamage  

De La Salle University 
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11:35 – 12:00 PM 

 

 

 

 

12:00 – 12:25 PM 

Paper 3 

Chaos Theory & Realised Volatility: An Empirical Analysis 

Dulani Jayasuriya Daluwathumullagamage  

De La Salle University 

 

Paper 4 

Financial Performance of Philippine Life Insurance Companies 

Michelle Brendy C. Ocampo Tan  

De La Salle University 

 

12:30 – 2:00 PM LUNCH and NETWORKING 

Venue: F213, 2nd floor, Finster Building 
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Day Two (July 23, 2016) – Afternoon 
 

2:00 – 5:00 PM Parallel Learning Sessions 

 

“Building actionable knowledge for responsible management and 

sustainable business practice: The role of critical realism” 

Dr. Benito Teehankee 

Full Professor 

Management and Organization Department 

De La Salle University 

Venue: To be announced 

 

“Writing Teaching Cases” 

Dr. Fernando Roxas 

Venue: To be announced 

Executive Director 

Dr. Andrew L. Tan Center for Tourism 

Asian Institute of Management 

Venue: To be announced 

 

“Advanced Statistics Made Friendly for Researchers” 

Dr. John Paolo Rivera 

Dr. Andrew L. Tan Center for Tourism 

Asian Institute of Management 

Venue: To be announced 

 

5:00 – 5:30 PM Closing Plenary 

8th floor Xavier Hall, Community Center Building 
 

Distribution of certificates 

Co-Chairs of the 4th National Business and Management Conference 

 

Closing Remarks 

Announcement of 5th NBMC host 

Dr. Cleofe A. Arib 

Co-Chair, 4th National Business and Management Conference 

Director, Center for Business Research and Extension 

6:00 PM onwards Fellowship and networking dinner 

Meeting of the Philippine Academy of Management (PAOM) 
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Session A - ASEAN integration and corporate management 
 

 

EFFECTS OF ORGANIZATIONAL LEARNING AND COLLECTIVE KNOWLEDGE 

ON CHANGE BELIEFS: A PHIL. HEI’S PERCEPTIONS ON THE ASEAN ECONOMIC 

INTEGRATION 

 

Edgar Allan G. Castro 

De La Salle Lipa 

College of Business, Economics, Accountancy and Management 

edgar.allan.castro@dlsl.edu.ph. 

 

Abstract 

 

The paper’s premise is on the contribution of a Higher Education Institution’s (HEI) culture 

of learning on the faculty members’ formed beliefs or perceptions on forthcoming organizational 

changes as its response to the implementation of the ASEAN Economic Integration AEC). The 

paper draws its thesis from concepts of learning organization and cognition through mental models 

or cognitive frameworks for impending organizational change or change belief. Cognitive models 

or change beliefs are necessary and important in preparation for change as a response to an external 

pressure for change and as important as building understanding and favorable attitudes towards 

consequent changes.   

Assumptions were tested from responses of 70 faculty members of a Higher Education 

Institution in Lipa City, Philippines. The results show that favorable responses on the prospects of 

value of organizational change are influenced by practice of organizational learning.  This is also 

true with assessing the appropriateness of the institutional changes and the perceived confidence 

(individually and institutionally) to meet requirements of change. Moreover, collective knowledge 

of AEC or extent of knowledge about the change strongly determines how responses to the change 

vary which points toward the responsibility of the leaders of change to seek and provide adequate 

information about the change. Results further show that collective knowledge of AEC mediates 

between the practice of organizational learning and change beliefs. Results provide empirical 

support on the value of the management’s provision of information to individuals in the 

organization to facilitate learning to develop a collective knowledge which determines the way 

members’ understand the organization’s response and consequently determines behavior towards 

change.  

 

Keywords: change beliefs, organizational change, collective knowledge, organizational learning  

  

mailto:edgar.allan.castro@dlsl.edu.ph
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M AND A: VITAL FOR ASEAN 2015 INTEGRATION 

 

Patrick V. Caoile 

De La Salle University 

School of Economics 

2401 Taft Avenue, Manila 0922, Philippines 

patrick.caoile@dlsu.edu.ph 

 

Abstract 

 

Mergers and Acquisitions (M&A) is a vital financial instrument for the integration of the 

ten countries comprising the Association of South East Asian Nations Originally conceived to be 

a political organization in 1967 to thwart communist inroads in Asia, it has since reinvented its 

role in commerce and trade and the first five countries of Indonesia, Malaysia, Philippines, 

Thailand and Singapore now counts as members Cambodia, Laos, Vietnam, Burma and Brunei. 

These ten companies will now push for an integrated market and commerce in the mold of the 

North American Fair Trade Association (NAFTA) and European Trade, creating an economic 

block of around six hundred million people that will be the third largest population next to China 

and India. Now M&A is a financial tool to allow a business to shortcut its growth trajectory and 

expand into new markets, new products and even new investments provided sufficient synergy is 

developed. China Daily Asia Weekly (2014) reported in their yearend issue that M&A’s are back 

with the value of cross border deals at U.S. $1.24 trillion and this is the highest since 2007. There 

were two factors cited by China Daily and these are the U.S. $ 366 billion health care M&A deals 

and the increase in the level of Asia Pacific deals at U.S. $666 billion. These deals provide the 

impetus to likewise do similarly sized deals for ASEAN. Brigham and Houston (2013) enumerated 

synergy, tax considerations, purchase of undervalued assets, diversification, managers’ personal 

incentives and break up value as the rationale for mergers and classified four kinds of mergers: 

horizontal, vertical, congeneric and conglomerate. In the light of the ASEAN integration in 2015, 

this is an additional fifth rationale for mergers. M&A’s will facilitate the complete integration to 

enable these ten ASEAN countries with varying economies and states of development to pursue a 

strategy of complete integration. Among these ten countries, Singapore and Brunei are considered 

newly industrialized status while the eight are in varying degrees of economic development as 

evidenced by their per capital income, growth rates and foreign direct investments. The Philippine 

examples of M&A’s are mostly in the financial services sector. Banco De Oro (BDO) mergers 

created one of the biggest banks in the Philippines and the bank is still actively looking for banks 

to acquire even to the point of acquiring relatively big sized rural banks. Bank of the Philippine 

Islands (BPI) also acquired Far East Bank and MetroBank acquired Solid Bank. These acquisitions 

ensured that these three banks are the top three banks in the Philippines. Maybank acquired and 

merged with ATR Kemeng to create one of the biggest investment houses in the Philippines. There 

are a number of real estate M&A and most notable is the entry of the two biggest real estate 

developers in the privately owned Ortigas family. The deal had been talked about for the past few 

years and instead of creating a zero sum situation, choosing between the SM Investments and 

Ayala Corporation, the compromise was to bring the two conglomerates together. There are similar 

deals in ASEAN in banking, real estate as well as the power, utilities, agriculture and food. This 

research looks at the blue ocean strategy and the Ansoff Matrix market penetration and product 

development model to look at the potential M&A mergers for the country in particular and for 

mailto:patrick.caoile@dlsu.edu.ph
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ASEAN in general. Another aspect of M&A is the proliferation of conglomerate acquisition to 

skirt the potential anti trust issues of the M&A that is not present in conglomerates. 

 

Key Words: Mergers and Acquisitions, ASEAN, ASEAN Integration 2015 

 

Introduction 

 

 Brigham and Houston (2013) defined mergers and acquisitions as the combination of two 

to three companies to increase the value of the combined entities to create synergy that arise from 

four sources of operating economies that result from economies of scale in management, 

marketing, production, or distribution; financial economies that include lower transaction costs 

and better coverage by securities analysts; differential efficiency that implies that the better 

management team will enhance the values of the weaker firm to make it more productive; and 

increase market power due to relatively lower competition. Operating and financial economies are 

socially desirable as well managerial efficiency. Mergers that reduce competition are oftentimes 

contrary to social conventions and can even be considered antitrust activity. There is another 

important implication as to taxes such that a very profitable company with a high-income bracket 

acquires a losing company to reduce its tax payments. The acquisition increases the gross revenues 

but the corresponding losses reduce the tax payment. Another reason for the merger is 

diversification as the portfolio theory spreads the risks over several entities. Then there is the 

manager’s personal incentive. Most corporate growth occurs by internal expansion that takes place 

when a firm’s existing divisions grow through normal capital budgeting activities. Since corporate 

executive’s salaries are highly correlated to the firm’s size such that a bigger company leads to a 

bigger salaries and benefits to the executives. Now if the growing of the company takes longer 

then the alternative is to merge to grow the company.  

There are four types of mergers and these are horizontal, vertical, congeneric and 

conglomerate. Horizontal merger is one among companies in the same line of business as when 

Philippine National Bank merged with Allied Bank. The principal owner in Lucio Tan is common 

to both banks. Vertical is a merger between a firm and one of its suppliers or customers. 

Congeneric is a merger of firms in the same general industry but for which no customer or supplier 

relationships exists. The Bank of America and Countrywide Financial merger is an example of 

congeneric merger. The conglomerate merger is the merger of companies in totally different 

industries. 

 Brigham and Houston (2013) identified at least five waves of mergers in the U.S from the 

1800s up to the present. The first was in the late 1800s that consolidated oil, steel, tobacco, and 

other basic industries. The second wave was in the 1920s assisted by the booming stock market 

that consolidated firms in a number of industries such as utilities, communications and 

automobiles, third was in 1960s and fourth was in the 1980s when Leveraged Buyouts (LBOs) and 

other firms began using junk bonds to finance acquisitions. The fifth wave and current trend is to 

merge to compete in the global economy. The level of cross border M&A deals has increasing in 

volume and figures, amounting to USD $ 1.24 trillion, the best since 2007 and before the financial 

collapse of 2008 precipitated by the subprime borrowings and there two reasons cited such as the 

M&As in the pharmaceutical industry and Asian M&As at USD $ 666 billion which is almost 50% 

of the total 2004 value (China Asia Weekly 2014). The Chinese M&A involved foreign technology 

companies. The ASEAN community comprised by ten countries started its full integration in 2015 

and as the respective companies in these ten countries start to look at their business in a global way 
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then M&A appears to be an inevitable consequence. The primary consideration for the integration 

is the combined population of six hundred million that is third largest population next to China 

and India. The United States of America is around three hundred million as well as the European 

Union. One of the biggest firms in the Philippines is Ayala Corporation and the firm has made 

inroads to the Indochina countries like Vietnam and Cambodia, making private equity investments 

in the local companies. 

 

Methodology and Technological Framework 

 

 Siegenthaler (2010) enumerated ten reasons for M&A failures and these are ignorance, no 

common vision, nasty surprises resulting from poor due diligence, team resourcing, poor 

governance, communication and program management, lack of courage, weak leadership and lost 

baby in bathwater. There is enough crucially important and legally permissible preparation work 

to keep the integration team busy for several months but a lot of time is wasted just waiting for 

regulatory authorities to approve the deal, This is where ignorance comes into play. Then the need 

for secrecy limits the deal team members that can lead to poor governance (Who decides?), 

communication (the company personnel are not involved), program management such that 

insufficiently detailed implementation plans, fail to identify key interdependence among the many 

work streams that may bring the project to a halt, require costly rework, extends the integration 

time and causes frustration. Delaying some of the tough decisions needed to integrate the merged 

organizations can result in disappointment outcome. No common vision, lack of or weak 

leadership causes this. Companies contemplating mergers too often omit to pinpoint what 

particular attributes make the acquired party attractive and fail to define how these attributes will 

not get lost when the organization and cultures have changed. Corporate culture cannot be bought. 

It needs to be embraced and this is how the baby is lost in the bathwater. 

 Weber, Oberg, and Tarba (2014) tackle an important issue of whether M&A create values 

while Kasturi (2010) enumerated and identified six reasons for failures in mergers such as strategic 

and cultural incompatibilities, brand power imbalance, acquirer and acquired complex, ecosystem 

imbalance and disruption and talent redundancies. 

 Blue ocean strategy focuses attention on the creation of new markets at the product 

development stage and it is designed to encourage managers to focus on the creation of uncontested 

markets. Most strategic models focus on achieving competitive advantages so the blue ocean 

strategy as envisioned by Kim and Mauborgne (2005) does not focus on winning from customers 

but on making competition irrelevant by creating uncontested markets to satisfy the new demands 

of customers. 

 The management team of any M&A using the blue ocean strategy framework needs to 

answer four questions. What are the factors that the industry takes for granted that should be 

eliminated? What factors should be reduced well below the industry standard? What factors should 

be raised well above standards of the industry? What factors should be created that the industry 

has never offered? 
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Blue ocean strategy has six principles divided into planning strategies for the first four 

while the last two are implementation strategies as shown below.  

On the other hand, Ansoff (1988) proposed a logical way of determining the scope and 

direction of a firm’s strategic development in the market place. The firm’s strategic development 

consists of two related types of strategy: portfolio strategy and competitive strategy. Strategy is 

mainly connecting the dots. The portfolio strategy specifies the objectives for each of the firm’s 

product and market combinations. It points the dots on the horizon. The competitive strategy 

specifies the route to reach those objectives. Ansoff introduced four components that cover the 

portfolio strategy and help specify the desired future business scope such as the geographical 

growth vector, competitive advantage, synergies, and strategy flexibility. 

This in turn will result in four generic competitive strategies such as market penetration 

(current product and market), market development (current product and new market), product 

development (new product and current market) and diversification (new product and market). The 

four generic strategies lead to a variety of growth vectors that are identified such as vertical 

integration, horizontal diversification, concentric diversification and conglomerate diversification. 

Please note that the aforementioned is also the types of M&As. 
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Discussion and Analysis 

 

 Weber, Oberg, and Tarba (2014) noted that fifty percent of M&A deals result in failure and 

also observed that global M&A deals rose from 27,460 in 2010 to 30, 366 in 2011 for an 11 % 

increase. The global M&A deal value increased by more than 50 % from USD $ 2.03 trillion in 

2010 to USD $ 3.11 trillion.  Average global deal in size grew to USD $ 102.6 billion up from 

USD 73.8 billion in 2010. The volume of M&A activities in the United States was fairly steady 

from 9, 238 transactions in 2010 to 9,923 transactions in 2011. The European deal volume 

increased by 15 % from 11, 736 in 2010 to 13, 501 in 2011 and deal value increased by 91% from 
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USD 780 billion to USD 1.5 trillion. Likewise the Asia-Pacific region experienced an increase in 

volume and value. Asia-Pacific deal volume increased by 12 % from 7,970 transactions in 2010 to 

8, 905 transactions in 2011 while deal value increased by 26 % from USD $ 652 billion in 2010 to 

USD $ 822 billion in 2011. The forecast is that M&A activities will continue to grow in volume 

and value as Asia-Pacific countries are expected to be the most aggressive buyers while the most 

attractive targets to be found would be among firms in the European region. China News Weekly 

confirmed this observation that in 2015 the volume and value of M&A deals from the Asia-Pacific 

region comprised 50% of total M&A deals.  

 Weber, Oberg, and Tarba (2014) further observed that while it is easy to buy and acquire 

a company, it is difficult to perform an M&A. Many mergers are characterized by lack of planning, 

limited synergies, difference in management philosophy, difference in organization and corporate 

culture, differences in international culture, negotiation mistakes, and difficulties in the 

implementation of the strategy following the choice of an incorrect integration approach on the 

part of the merging organizations after the agreement is signed. Most failures indicate a lack of 

knowledge among senior managers for the management tools that enable coping with known 

problems of M&A. 

 The key success factors of M&A can be categorized in three main areas: economics and 

finance; strategic management; and organizational behavior. With regard to economics and 

finance, the main measure of success is the surviving company’s stock market price. It is assumed 

that tin an efficient market the intrinsic value is congruent and equal to its perceived value so 

consequently, when the stock price rise, the merger is successful and when the stock price falls, 

the merger is described as a failure. The idea is that an immediate rise in the stock value reflects 

success and creates value for the stockholders. In contrast, a merger that causes the decline in the 

stock price after the announcement of the merger reflects failure and loss for the stockholders. 

 The main tool for valuation include the replacement value and the earnings multiple. More 

often, the earnings multiple is the preferred method for valuation from the discounted cash flow 

and the market price that generates an earning multiple to value the company. Since this is based 

on projections, meaning the future, it is often subject to over valuation. This is allowed to continue 

mainly because of the principal agency problem and concerns. 

 During the time of the classical economists, the principal is the owner and the manager of 

the enterprise. As the entrepreneur, the principal and manager are combined in just one person. 

Consequently, the objective is clear and that is to maximize profits. Nowadays the owner may not 

always be the manager especially for large enterprises and conglomerates. The ownership and 

management issue is dichotomized into a separate entity for stockholders and managers. These 

managers may own shares but oftentimes hardly single digit or less than ten percent of total 

ownership structure. The personal interests of the senior managers are not always commensurate 

to those of the stockholders. The CEO and his/er peers see personal advantages in the merger such 

as greater empowerment and control of a larger organization, improvement in the social-

management status and higher salary and benefits from managing a bigger organization with 

higher revenues. This is characterized as the hubris where from the classics; Aristotle characterized 

this as the sin of pride and excessive self worth and confidence of successful and talented people. 

This happens when the CEO and his cohorts are certain that in spite the overpayment, the M&A 

is worthwhile because the organization and machinery will create new options, the performance 

will improve within a short period of time, effectiveness and efficiency will increase and the 

advantages of the merger will be realized. There is no potential profit to be made but the activity 

continues because managers overvalued the acquisition, and then maximizes the profit at the 
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expense of the bottom line and the stockholders who pressured the managers to make this move 

anyways. This happens when managers sacrifice profit to pursue market share when they relax the 

credit ratings. The revenue will increase; however, there is a danger that bad debts will also 

increase that will impact negatively on the net profits and the bottom line. 

 Mergers have the potential for profit but organizational problems that occur after the 

merger entail many costs that negate the potential profit or do not allow the M&A to be realized. 

The merger might just take too long to realize that resulted in the dissipation of potential synergies 

as what happened to the delayed merger implementation of the Philippine National Bank and 

Allied Bank. The M&A to maximize the benefits and synergies must be done in six months to a 

year but the PNB and Allied Bank merger took more than five years. A similar problem is brewing 

with the proposed merger of the Land Bank of the Philippines and the Development Bank of the 

Philippines. First it was announced early this year that it will push through after several years of 

speculation and then it was also announced recently that it will not push through.  

 Strategic management focuses on the management of the organization and its long term 

planning and implementation and is highly skeptical of the capital market approach of economics 

and finance that it is possible to predict accurately the future cash flow of the firm over a period 

of years. And there is a potential for increase in inner or intrinsic effectiveness greater than the 

performance of the managers of acquired entity. It therefore looks for strategic fit where the sum 

of the two is greater than the whole.  

 This is related to organizational behavior that focuses on the human behavior in 

organization that is often neglected in the M&A process that emphasized the economic and finance 

aspect. Often neglected is the departure of managers and key personnel. The mergers result in the 

duplication and overlapping of human resources of the merged companies so personnel are usually 

given an opportunity to and offered early retirement and retrenchment benefits. There is so much 

pressure on the good personnel to avail of such program and leave the company since they will not 

able to resign and at the same time avail of separation benefits under normal circumstances. Thus 

the resulting human resource capital retains those that are more mature and older who cannot find 

jobs as the job age is 35 years old and below. The ones that leave are the ones the is ideally needed 

while those who remain are the ones you want to leave the company. Thus when companies 

merged it is easy to transfer the production line and process like factories but human capital and 

organizational culture is difficult to transfer. Dounis (2007) likewise confirmed these observations 

within the European experience. 

 

Conclusion 

 

 M&A are here to stay and may even increase in volume and amounts, especially in the 

Asia-Pacific region. This is the main way for the Asean countries to integrate their products and 

services. The initial mergers are seen in the financial services sector: however, the success depends 

on the abilities of the merged companies to create stockholders value for both the acquiring and 

the acquired company as well as focus on the strategic and organizational synergies and not only 

rely on economic and finance yardstick and the ability of the human capital coupled with the CEO 

and his peers. Brigham and Houston (2013) noted that only stockholders of the acquired company 

profit while the stockholders of the acquiring firm do not. Weber, Oberg and Tarba (2014) 

confirmed this and attributed the distortion to the overvaluation where the acquiring firm pays a 

premium that reaches above the value of the acquired firm. Thus the focus should not be just the 
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economic and finance, citing the stock market price after the acquisition as the main indicator of 

the success of the M&A.  

  M&A success depends on the synergy created such that it is highly successful in 

companies that have related business; however, there is resistance from regulatory authorities to 

approve such mergers due to antitrust issues. Consequently, the trend is to go M&A as 

conglomerates that is the combination of unrelated business where the success is very low and 

remote. The antidote to this is the fusion and combination of Ansoff and the blue ocean strategy. 

Ansoff is forever looking for new products and new markets for existing products while blue ocean 

strategy is always on the look out for uncontested market as most likely new markets and new 

products of Ansoff. It is also the necessary mechanism that prevents the overvaluation that is 

considered the major cause of failure when the only benefit in pricing accrues to the acquired 

company to the detriment of the acquiring company. A good example of a merged company is 

what Ortigas et cie did when it divided its primary assets and merged the commercial sector to SM 

while the real estate sector was merged with Ayala Land. The move even resolved their family 

differences. 
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RENT SEEKING BEHAVIOR IN THE PHILIPPINE MINING INDUSTRY 

 

Patrick V. Caoile 

De La Salle University 

 patrick.caoile@dlsu.edu.ph 

 

Abstract 
 

Rent-seeking behavior is defined as actions taken by households and firms to preserve 

positive profits. (Case, Fair, Oster, 2007) Rent seeking also refers to unproductive activity in the 

pursuit of economic profits that are profits in excess of productive earnings. The Philippines has 

rich natural resources that has to be explored, exploited and developed for nation building. The 

Fraser Report confirms the prospectivity of our mineral resources. The gold deposits are second to 

South Africa; it is number 1 in nickel laterite deposits, and the copper deposits are much sought 

after. Yet the contribution to GDP is miniscule at 1 % compared to a quarter percent about fifty 

years ago. There are many confluences that contributed to this situation. The lethargic reaction of 

the national government, the local government actions favoring the small scale miners amid the 

strong influence of anti-mining campaigns that are well funded by foreign entities. The Executive 

Order 79 promulgated four years ago virtually killed the mining industry amidst a strong and robust 

metal price regime. The cronies of the President Aquino were able to participate in mining and 

benefit from the world metal prices by resorting to rent seeking behavior. How pervasive is the 

rent seeking behavior and what steps are necessary to completely eliminate and cure it are 

discussed in detail in this paper, using as methodology Porter’s (1998) five forces; Kaplan and 

Norton’s (1996) Balance Score card; and road mapping by Farruckh, Phaal, and Probert (2003). 

Porter’s (1998) competitive analysis identifies five fundamental competitive forces that determine 

the relative attractiveness of industry new entrants, bargaining power of buyers and suppliers, 

substitute products and services and rivalry among existing competitors. The competitive analysis 

provided an insight into the relationships and dynamics of the mining industry that allowed an 

existing company or a new entrant the best defensible and most economically attractive position, 

in the light of rent seeking behavior and lobbying experienced by the mining companies. The 

Balanced Scorecard is an operational model developed by Kaplan and Norton (1996) as the best 

alternative for traditional performance measurement approaches that focus solely on financial 

indicators and based on the mining company’s past performance. The government decision to 

curtail mining was because of its negligible contribution to GDP while Balanced Scorecard 

allowed the mining company to internalize safety, health and environment to mitigate the 

externalities and market failures such as public goods and asymmetric information.  The research 

benefitted from the road mapping of Farrukh, Phaal, and Probert (2003) created a millennial 

common vision fit for this industry that is characterized by market failure, monopolistic 

competition and rent seeking behavior. The common vision had due regard to the environment, 

the stakeholders and the profit seeking mining company and a government that needs to justify its 

existence. 

 

Key Words: rent seeking behavior, mining, mineral resources, Porter 5 Forces, Balanced 

Scorecard, road mapping     
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Introduction 

 

 The mining industry is often characterized as secretive and very laconic. It is several 

industry wide associations and very regional aggrupation often at different views and conflicting 

ideas on the how the industry should proceed. Mining as an industry is present during the pre-

Spanish colonial times as evidenced by the gold belts and sash displayed at the Banko Sentral ng 

Pilipinas (BSP) museum. Spain the former colonial master of the Philippines established the first 

copper mine in the world during the Roman times at Rio Tinto so it is only fitting for them to also 

look for and establish gold and copper projects in the Philippines. Cagayan de Oro means golden 

Cagayan while Mindoro is an abbreviation of Mina de Oro (gold mine). The Americans also 

increased the mining activity and with the Parity rights agreement, the mining companies that we 

know now that had survived the metal prices slump of the 1970s that lasted until late 1990s were 

previously American companies listed at the New York Stock Exchange. The list includes Atlas 

Consolidated Mining and Development Company, Lepanto Consolidated and Benguet 

Consolidated.  

 Rent seeking behavior is defined as the actions taken by households and firms to preserve 

positive profits (Case, Fair& Oster, 2009) This is part of market failures describing actions of 

monopolists, oligopolists, and firms under monopolistic competition that reduces consumer 

surplus and converts them into producers extraordinary profits. The traditional and classic example 

of rent-seeking behavior is the behavior of taxicab driver organizations in New York and other 

large cities like Hong Kong and Singapore. You need a license to operate a taxicab legally in New 

York and the city tightly controls the number of licenses available. If entry into the taxicab business 

were open then competition would hold down cab fares to the cost of operating cabs; however, 

cab drivers have become a powerful lobbying force and have muscled the city into restricting the 

number of licenses, citing the traffic situation and the need to control the number of cars on the 

road. Nonetheless this restriction keeps fares high and preserves monopoly profits. 

 Executive Order 79 virtually stopped mining in the Philippines when it was promulgated 

four years ago by the Aquino administration presumably to improve earnings of the government 

from mining and exploration. Since there is an existing mining law that was enacted in 1995, it 

would require another law to amend it and improve its tax collection. The EO 79 specifically said 

this and to suspend the approval of all permits except those that require extension and approval of 

claims of the mining companies. The EO 79 effectively favored existing mining operations to the 

detriment of new ones. This is therefore ripe for rent-seeking behavior. 

 

Methodology and Framework 

 

 Rent-seeking behavior in the mining industry can be evaluated, using three frameworks 

and methodology of Porter’s (1980) five forces and two factors, Kaplan and Norton (1996) 

balanced scorecard and Farrukh, Phaal and Robert (2003) road mapping linking technology with 

business planning. 

 Porter’s (1980) competitive analysis identifies five fundamental competitive forces that 

determines the relative attractiveness of an industry: new entrants, bargaining power of buyers, 

bargaining power of suppliers, substitute products or services and rivalry among existing 

competitors. Porter updated his model to include two factors of government and chance. 

Competitive analysis provides an insight into the relationships and dynamics of the industry and 

allows the mining industry to make strategic decisions regarding the best defendable and most 
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economically attractive position. It can be used to gain a better understanding of the industry 

context in which the business is operating and can be sued to evaluate a firm’s strategic position 

in the marketplace as it takes account of a broad range of competitors beyond the obvious and 

immediate. 

 

How to use it 

 

New entrants: 

 

1. Are there new entrants in the horizon?  

2. What are the entry barriers? Capital intensive? Labor intensive? 

3. What is the competition like against established brands? 

4. What is the price structure? Does it encourage customer loyalty? 

5. Do existing markets have cost advantage that are independent of the markets scale such as 

patents, proprietary know how, experienced workers, access to raw materials, capital 

assets? 

 

Substitutes 

 

1. How easily can the product be substituted with a different type of product? 

2. What is the technology horizon like? 

 

Buyers’ Bargaining power 

 

1. Does the product affect the buyer performance? The less the buyers’ performance is 

affected by the product, the more prices sensitive is the buyer. 

2.  Is the buyer composed of low profit buyers? Low profit buyers are tough negotiators. 

3. Is the product considered undifferentiated? Undifferentiated products make it easier to 

play suppliers off against each other. 

4. Is the product considered low switching cost? Low switching costs increase the power of 

buyers. 

5. Do you give volume discounts? 

 

Suppliers’ command of the industry. 

 

1. Are there substitute products? A few suppliers selling to relatively more buyers will be able 

to have a bigger say. The absence of substitutes increases suppliers’ power as buyers have 

little choice. 

2. Are there suppliers with alternative customers, industries, and channels? Suppliers with 

alternatives have more power. 

3. Are there high switching costs? Switching suppliers will incur high expenses or rapidly 

depreciate mining assets 

4. Are there opportunities to integrate forward or backward? Suppliers may integrate forward 

by producing for and selling to mining customers. 
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Existing competitors 

 

1. Are there many or equally strong competitors?  

2. Is the industry experiencing slow growth, fast growth or consolidating? 

3. What is the nature of competition? Are the competitors diversified with diverse strategies, 

making it difficult to predict and anticipate competitive moves? 

4. Are there high exit barriers to economic, strategic, emotional or legal reasons? Major exit 

barriers are specialized assets that are difficult to sell, fixed costs of exit and the strategic 

importance of activities or brands or its partners. 

 

There are two other factors of government and chance and both factors are necessary for 

the mining. Luck and chance plays a big factor, as one does not really know the extent of the 

mining reserves until the mine is opened up. Government grants and cancels the concession so this 

factor is very important as well. 

 

Shown below as Figure 1 is the 5 Forces + 2 Factors 

 

 

 
 

   

Porter (1980) five forces are the most popular, widely used and recognized model for 

strategic analysis but it is heavily dependent on the ability to emphasize the external forces and 

how the mining industry can counteract these forces. There is lesser consideration on mining’s 

intrinsic strengths and ability to develop its competencies independently of these forces is given 

less consideration. This seeming disadvantage makes it appear that the model is reactive rather 

than proactive. Using the 5 forces together with two other models like the balanced scorecard and 

the road mapping best mitigates this weakness.  

Kaplan and Norton (1996) developed the Balanced Scorecard as an alternative to 

traditional performance measurement that focuses solely on financial indicators and based purely 

on the companies past performance. The balanced scorecard is a top down and bottom up approach 

for defining an organization’s goals and objectives based on key result areas comprising the vision, 

mission and objectives of the company. It measures the company’s performance based on four 

perspectives of financial; internal business processes; learning and growth; and customers. Each 

quadrant must be evaluated in terms of objectives, measures, targets and initiatives. Financial 
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measure are complemented by nonfinancial measures that drive long-term financial success by 

asking these questions: 

 

1. What is important to our shareholders? 

2. How do customers perceive us? 

3. What internal processes can be developed to add value? 

4. Are we innovative and ready for the future? 

 

The third model is road mapping that concerns itself with creating a common vision. It is 

a process by which experts forecast future developments in technology and in the marketplace with 

a view to identify the consequences of those developments for individual firms. The road map 

model describes how the process of development might be structured. There are four different 

types such as industry, corporate, product technology, and competence research roadmaps. 

Roadmaps consists of descriptions of delivery: the product and the research required, 

purpose: market, product and technology analysis, timing: the critical path and timing of strategy 

and resources: the money and people needed as well as the technology to create products. Roadmap 

is a method that facilitates the creation of a shared vision for the future, developing a shared vision 

of the world is considered as important as the final roadmap. Its map purpose is to inspire by 

providing insights into ways to improve and renew. It is a visualization of the future. 

 

Shown below as Figure 2 is the balanced scorecard 
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The balanced scorecard will take away the bias on financial performance and past 

achievements to one where it is balanced with other key performance indicators. A company can 

set this beyond the financials but the impact of the economic activities as well of the company to 

the community. The underlying indicators should be cognitive of the need to identify objectives, 

establish measurement indicators, identify and measure targets as well as initiatives. The balanced 

scorecard is a continuing work in progress. It has to be evaluated and updated regularly to prevent 

the wrong measures being carried out. 

 

Discussion and Analysis 

 

 The Aquino administration issued EO 79 to improve and increase government collections 

from the mining industry but it also suspended the permitting process thereby creating a situtation 

of rent-seeking behavior. There are countless other examples like the steel industry and the 

automotive industries in the US that spent large sums lobbying the US Congress for tariff 

protection. Also in the US, the establishment of the Civil Aeronautics Board in 1937 was done to 

control competition in the airline industry. The powerful farmers’ lobby in Japan and in France 

also exhibits rent-seeking behavior. 

 Rent-seeking behavior consume resources as lobbying and building barriers to entry are 

costly activities. Lobbyists have wages that need to be paid and regulators need to be paid as well. 

Periodically faced by the prospect that the New York City officials will relax the issuing of licenses 

to taxicabs, New Yorker cab owners and drivers are so well organized that they can bring the city 

to a standstill with a strike or a limited job action. Positive profits may be completely consumed 

through rent-seeking behavior that produces nothing of social value. All it does is preserve the 

current distribution of income. Meanwhile the idea of rent-seeking behavior introduces the concept 

of government failure wherein the government becomes the tool of the lobbyist and the allocation 

of resources is made even more inefficient than before. The idea of government failure is at the 

center of public choice theory. Government is made up of people just like owners of business firms 

and these politicians and bureaucrats are expected to act in their own self-interest just as owners 

of firms do. 

 The Five forces show strong bargaining power of buyers and low bargaining power of 

suppliers. The threat of new entrants is virtually negated as well as internal competition. Of course 

the two factors of government and chance are very strong and could tip the balance of whether a 

mining activity can be done in a particular area regardless of its geologic prospectivity. Another 

factor to consider is the strong anti-mining sentiment by people who are beneficiaries of mining. 

These people ride cars and public transport, use kitchen utensils, cellular phones, building 

materials; use toothpaste to brush their teeth and clothes that are mineral products. The ubiquitous 

blue jeans use indigo that is a mineral product. The balanced scorecard emphasizes the financial 

aspects but looks at other non-financial aspects as well such as customers, internal business 

processes and learning and growth. Finally the road map looks at the future of mining in the light 

of the EO 70 and its aftermath. 
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Conclusion 

 

 EO 79 resulted in rent-seeking behavior that continued to the new administration of 

President Duterte with the appointment of a staunch anti-mining DENR Secretary. Secretary Lopez 

emphasized that where there is poverty, there is mining that departs from the known convention 

that most mining areas are in impoverish areas because the land is acidic and is not conducive to 

farming (Domingo, 2016). The appointment has resulted in the lost of market capitalization of 

most mining companies in the billions of pesos. Philex lost 20 % of its value of up to 10 billion 

pesos in two trading days in spite of the pronouncement of the Chamber of Mines that mining 

investments in the near future amounted to USD 23 billion (Domingo, 2016) and that the National 

Economic and Development Authority (NEDA) Director General Ernesto Pernia assuage fears of 

blanket anti business stance from incoming Secretaries like Secretary Lopez (Remo, 2016). Mining 

employs more than four hundred thousand Filipinos. Rent seeking behavior is exercised willingly 

whether explicitly or implicitly by the operating mines themselves to the exclusion of new entrants. 

This is similar to the actions of New York taxicabs, the USA lobbyists in steel, automotive, and 

the airline industries as well as the farmers of Japan and France. A revised road map for mining 

strengthened by the five forces and balanced scorecard is the antidote and the mitigating measure 

necessary to ensure that the industry does not die from lobbying and rent-seeking behavior. The 

death of the industry maybe considered a public failure. 

 

References 

 

Case, K., Fair, R., and Oster, S. (2009) Principles of Economics. 9th ed. Prentiss Hall. 

Domingo, R. (2016) “Gina Lopez: where there’s mining, there is also poverty” Philippine Daily 

Inquirer. June 24, 2016 page B3-4 

Domingo, R. (2016) “ Mining projects to bring in $ 23 B in investments” Philippine Daily Inquirer. 

July 1, 2016. Page B2 

Doyle, C., Wicks, C., Nally, F. (2007) Mining in the Philippines: Concerns and Conflicts Report 

of a Fact Finding Mission to the Philippines retrieved at 

http://www.eldis_org/go/home&id_2446&type_document#Vs713s2vzey.  

Farrukh, C., Phaal, R. and Robert, D. (2003) “Technology road-mapping linking technology 

resources into business planning”, International Journal of Technology Management: 6 (1): 

pages 2 to 19 

Kaplan, R. and Norton, D. (1996) The Balanced Scorecard: Translating Strategy into Action. 

Cambridge, MA. Harvard Business School Press  

Porter, M.E. (1980) Competitive Strategy New York Free Press 

Porter, M.E. (1980) The Competitive Advantage of Nations. New York Free Press 

Remo, A (2016) “Duterte man pacifies business: Gina Lopez is not the Cabinet” Philippine Daily 

Inquirer June 27, 2016 page B3-1 

 

  



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

39 

 

PIRATES OF THE ASIA-PACIFIC: ANALYZING APEC DIGITAL PIRACY 

 

Carlos Vincent L. Chua 

National Economic and Development Authority 

Regina S. Villasor 

De La Salle University 

regina_villasor@dlsu.edu.ph 

 

Abstract 

 

The emergence of the internet as a platform for exchange of digital goods has provided 

new growth opportunities for the economies connected to them. Despite the growing sophistication 

and reach of the digital economy, piracy of virtual goods continues to persist in many countries. 

This paper aims to understand the factors that affect digital piracy, focusing on the Asia-Pacific 

Economic Cooperation and the implications to the Trans-Pacific Partnership. Using data from the 

World Bank and World Economic Forum we provide an econometric framework that uses panel 

estimation and analysis. It was found that lower consumer prices and more internet users bring 

piracy rates down. The results suggests that increased access, through lower prices freeing up 

income, and a growing internet community leads more consumers to purchase software through 

legal means, instead of choosing the cheaper and virtually costless yet illegal alternative. 

Additional factors in the analysis include intellectual property rights (IPR) enforcement, computer 

and communications trade, and overall trade policy. Findings show that IPR enforcement was 

insignificant in curbing piracy, while computer and communications exports and trade policy 

positive significant effect. These factors are potential areas for further research. IPR and trade 

policies are complex factors, and their effects on piracy should be delved in for more detail. 

 

Key Words 

 

Trans-Pacific Partnership; Asia-Pacific Economic Cooperation; digital piracy; econometrics; 

Intellectual Property Rights 
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Abstract 

 

The practice of CSR increases brand recognition through positive publicity while also 

enabling societal development. It promotes sustainable relationship among banks to their partners 

and customers. Companies owe their profit not only to their top management and bottom ranks, 

but also to the people who help them continue to survive year after year. Therefore, this study is 

made to depict the importance of CSR in progression of selected universal banks in Batangas City. 

Intertwined with this is to also identify the factors affecting the corporate social 

responsibility of chosen universal banks in terms of Stakeholders, Government and Globalization; 

to recognize the advantage of having CSR; to know how CSR is being applied in the universal 

banks, and to test the significant difference on the factors affecting CSR when grouped based on 

banks. 

By means of quantitative descriptive method the researcher was able to create a self-made 

questionnaire that holds 90 participants from various universal banks in Batangas City. It was 

concluded that stakeholders, government and globalization affects the CSR of their respective 

bank. Also, increase business competitiveness was the major advantage of CSR. All selected banks 

in Batangas City viewed the factors affecting CSR on the same level. Moreover, this study 

recommends that banks may engage themselves more too social and charitable activities that will 

surely benefit the people around them and observe the application of CSR in the management 

system of banks to further improve their transaction among their clients and employees. 

  

Key Words 

 

Universal banks; Corporate Social Responsibility; Stakeholders; Government; Globalization 
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Introduction 

 

 Corporate Social Responsibility (CSR) is the continuing commitment by business to 

contribute to economic development while improving the quality of life of the workforce and their 

families as well as of the community and society at large. 

CSR is designed to respond to huge unmet needs of the society in the achievement of long 

term and persistent business value. To reinforce CSR activities banks have focused the area of 

market place, work place, community and environmental policy. Retrieved from 

www.ukessays.com. 

According to Dietmar (2012), the concept of corporate social responsibility is dynamic and 

evolves in accordance with modern business practices and the expectations of society and 

stakeholders. ISO 26000 states that social responsibility is the “responsibility of an organization 

for the impact of its decisions and activities on society, through transparent and ethical behaviour 

that; contributes to sustainable development, including health and the welfare of society; takes into 

account the expectations of stakeholders; is in compliance with applicable law and consistent with 

international norms of behaviour, and is integrated throughout the organization and practiced in 

its relationships. 

Over the past few years, the concept of CSR has become the worldwide trend for 

companies. It is spreading very rapidly among financial institutions, mostly on banks because of 

its benefits. The main goal of CSR is for companies to recognize their responsibility to the society 

for every operational activity they perform. In addition, CSR projects are directed for the advantage 

of the environment that can contribute to the successful innovation of the society and the 

companies as well. 

Yeung (2011) defines key element of CSR in the banking sector such as: understanding of 

financial services complexity, risk management, strengthen ethics in the banking business, strategy 

implementation for financial crisis, protection of customers’ rights and channels settings for 

customer complaints. 

 The practice of CSR increases brand recognition through positive publicity while also 

enabling societal development. It promotes sustainable relationship among banks to their partners 

and customers. Companies owe their profit not only to their top management and bottom ranks, 

but also to the people who help them continue to survive year after year, (Anlacan, 2015). Based 

on a research, (Shafiul, et. al., 2010) common CSR practices are centered on for poverty 

alleviation, healthcare, education, charity activities, cultural enrichment, youth development, 

women empowerment, and these activities are devised to be the partners in development as 

responsible citizen.  

 Practicing CSR on a level of sincerity that satisfies the minimum based on shareholder's 

opinion can make the company noticeable in local and international markets which lead to 

stakeholders confidence (Biore, et.al., 2015). For banks, reputation is a major factor in order to 

retain old customers and attract new ones. It can be said that the corporate social responsibility is 

a key to success for banks. 

 The researchers came up to this study because they become curious on what their professor 

taught them on how corporate social responsibility affects the banking industry as well of its 

importance to the progression of some universal banks. 
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Objectives 

 

 The purpose of this study is to depict the importance of corporate social responsibility for 

the continuous progression of selected universal banks in Batangas City. Specifically, this study 

sought to answer the following objectives: to identify the factors affecting the corporate social 

responsibility of chosen universal banks in terms of Stakeholders, Government and Globalization; 

to recognize the advantage of having CSR; to know how CSR is being applied in the universal 

banks, and to test the significant difference on the factors affecting CSR when grouped based on 

banks. 

 

Methods 

 

Research Design 

In this research, the quantitative descriptive method was used. Quantitative methods 

emphasized objective measurements and the statistical, mathematical, or numerical analysis of 

data collected through polls, questionnaires, and surveys, or by manipulating pre-existing 

statistical data using computational techniques. It focuses on gathering numerical data and 

generalizing it across groups of people or to explain a particular phenomenon. 

 

Participants of the Research 

The respondents of the study are the employees of selected universal banks in Batangas 

City, with a total number of 90 participants.  They are included in the top 10 universal banks in 

the Philippines according to http://www.bsp.gov.ph. In addition, they are operating for more than 

10 years in Batangas City.  

 

Data Gathering Instrument 
For this study, the researchers made a self-made survey questionnaire data gathering to get 

the quantitative data and sort of adopted one. The primary aim of the questionnaire is to identify 

the factors affecting the corporate philanthropy of chosen universal banks and to eventually 

recognize the advantage of having good governance in their day to day operation. 

The questionnaire used was structured in such a way that respondents will be able to answer 

it easily. Thus, the set of questionnaire was designed using the Likert format with a four-point 

scale. Likert Scale assumes that the strength/intensity of experience is linear, i.e. on a continuum 

from strongly agree to strongly disagree, and makes the assumption that attitudes can be measured.   

 

Data Gathering Procedure 
The researchers came up with the CSR topic, after their professor taught them Good 

Governance and Corporate Social Responsibility and how it affects the stewardship of the 

company and banking institutions. Then, they involved themselves in making the introduction and 

related literature. Request letters were prepared to ask for the number of banks' employees, and 

permission to give questionnaires to them. When the questionnaire was structured, they did a 

reliability test to other banks and got it validated. The researchers gave it to the employees, with 

the approval of their managers. The respondents were given one week to complete the survey 

questionnaire upon request. Followed by the retrieval of the questionnaires, the responses were 

tallied, tabulated, statistically analysed and interpreted using descriptive analysis. 
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Data Analysis 

  In determining the impact of CSR in banks, the likert scale has been used. It used a four-

point scale; each point corresponding to a likert item. The composite mean was used to determine 

as to what extent the CSR affects the operation of universal banks in Batangas City. Ranking was 

also used to rank the highest and lowest indicators based on its weighted mean 

 

 

Results and Discussion 

 
Table 1.1 

Factors Affecting Corporate Social Responsibility of Banks With Regards to Stakeholders  

 

Indicators 
Weighted 

Mean 

Verbal 

Interpretation 
Rank 

1. Contributes to economic, social and 

environmental progress. 
3.59 Strongly Agree 2 

2. Provides clear lines of sight for decision 

making and accountability of employees 

and customers. 

3.55 Strongly Agree 3 

3. Connects small business owners with the 

resources necessary to sustain and expand 

their operations. 

3.60 Strongly Agree 1 

4. Helps customers better understand 

financial products by engaging in hundreds 

of community outreach events. 

3.53 Strongly Agree 4 

5. Engages in different kinds of social and 

charitable activities (e.g. donations, 

scholarships etc.) 

3.47 Agree 5 

Composite Mean 3.55 Strongly Agree  

Legend: 3.50 – 4.00 = Strongly Agree; 2.50 – 3.49 =Agree; 1.50 – 2.49 = Disagree; 1.00 – 1.49 = 

Strongly Disagree 

 

Table 1.1 presents the factors affecting CSR of banks with regards to stakeholders. The 

composite mean of 3.55 and verbally interpreted as strongly agree. It only means that all those 

features in stakeholders are considered as factors that affects the corporate social responsibility of 

banks. As explained by Noked (2013), the primary objective of corporate stakeholder’s 

engagement is to build relationship with stakeholders to better understand their perspectives and 

concerns on key issues, including CSR issues, and to integrate those perspectives and concerns 

into the company’s corporate strategy.  

 Among the factors cited, connects small business owners with the resources necessary to 

sustain and expand their operations ranked first with a weighted mean score of 3.60. Moreover, 

banks are interacting with small business owners to guide them to expand their business. 

According to Crawford (2012) Universal banks offer a variety of loans and financing services for 

small businesses to expand their operations, such as term loans for short- or long-term purposes, 

informal lines of credit or revolving credit facilities, construction loans, letters of credit, asset-

based lending and accounts receivable financing. Depending on the business customer’s needs, 

there are many bank services that can be useful. These include night deposit services, investment 

programs, customized deposit accounts, credit and debit cards, payroll services, customer 
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financing and consultation. Employees of small businesses or professional firms may also enjoy 

special accommodations. 

However, the respondents’ only agree on the factor that engages in different kinds of social 

and charitable activities (e.g. donations, scholarships etc.) which obtained the lowest mean value 

of 3.47. Because banks need to begin to appreciate charitable activities as a way to improve their 

image internally and externally. According to David (2012), a company with a strong community 

involvement program is likely to score high in profitability and employee morale. Social 

responsibility should, in fact, reflect cultural values and may differ in forms from one society to 

the other. 
Table 1.2 

Factors Affecting Corporate Social Responsibility of Banks With Regards to Government 

 

Indicators 
Weighted 

Mean 

Verbal 

Interpretation 
Rank 

1. Exercises the principle of social justice 

(e.g. rationality, fairness, equality and 

ethics) 

3.48 Agree 1 

2. Engages in open and free competition 

without deception or fraud. 
3.47 Agree 2 

3. Develops transparency among financial 

documents. 
3.42 Agree 5 

4. Ensure compliance with government’s 

laws and regulations. 
3.45 Agree 3.5 

5. Provides periodic reports required by the 

banking institutions or by the public 

authorities. 

3.45 Agree 3.5 

Composite Mean 3.45 Agree  

Legend: 3.50 – 4.00 = Strongly Agree; 2.50 – 3.49 =Agree; 1.50 – 2.49 = Disagree; 1.00 – 1.49 = 

Strongly Disagree 

 

Table 1.2 presents the factors affecting CSR of banks with regards to government. The 

composite mean of  3.45 and verbally interpreted as agree. Government issues have been a good 

factor in executing corporate social responsibility as it showcase equality among public. As stated 

by Peters (2010), corporate Social responsibility as a governance approach allows government to 

establish framework condition to use voluntary corporate efforts to complement regulatory 

measures in the pursuit of the common good.   

Among the factors cited exercises the principle of social justice (e.g. rationality, fairness, 

equality and ethics) ranked first with a weighted mean score of 3.48. Considering that the 

respondents agree on that, maybe because government requirements lifts their positive traits that 

help them to foster good deeds in their workplace. Based on Colquitt et. al (2015), justice and 

fairness are issues that resonate in may realms of life. Employees focus on the justice of key 

decisions and events in the workplace. 

 However, develops transparency among financial documents which obtained the lowest 

mean value of 3.42. There are some banks that don’t allow public viewing of documents due to 

the privacy and information they are into. According to Gerald et. Al (2010), regulatory bodies 

need to ensure more transparency by closing loopholes and better enforcement of accounting 

standards. Boards of directors, especially the audit committees, need to be sure that a company is 
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communicating the true economic reality of the financial transactions and financial position of the 

business entity. 

 

 
Table 1.3 

Factors Affecting Corporate Social Responsibility of Banks With Regards to Globalization 

 

Indicators 
Weighted 

Mean 

Verbal 

Interpretation 
Rank 

1. Influences the banking sector and its 

financial condition of the economy. 
3.40 Agree 5 

2. Maximizes the benefits of international 

investment corporations with a clear 

framework of governance. 

3.43 Agree 4 

3. Acts in a socially responsible manner 

within the laws, customs and traditions of 

countries. 

3.55 Strongly Agree 1 

4. Facilitates the international transmission 

of data on working condition in their 

overseas suppliers, contributing to increased 

public awareness. 

3.47 Agree 2 

5. Adapts to changing environment and 

accepts challenges in the global level. 
3.45 Agree 3 

Composite Mean 3.46 Agree  

Legend: 3.50 – 4.00 = Strongly Agree; 2.50 – 3.49 =Agree; 1.50 – 2.49 = Disagree; 1.00 – 1.49 = 

Strongly Disagree 

 

Table 1.3 presents factors affecting CSR of banks with regards to globalization. The 

composite mean of 3.46 and verbally interpreted as agree. Globalization somehow affects the CSR 

of the universal banks as it contributes to the communication of the local universal banks to the 

international ones. According to Chern (2010) because of technology, international connections 

between those who are helping and those who are being helped are possible. 

 Among the factors cited, acts in a socially responsible manner within laws, customs and 

traditions of countries ranked first with a weighted mean score of 3.55. Being fully equipped with 

the knowledge and tradition among various international banks helps the local to develop their 

own strategic management. Based on the World Bank Institute (2010) study knowledge is crucial 

in the policy making process. It can be transformed into effective decisions and actions to solve 

development problems both in the short and long term. Most development policies are based on 

the identification and dissemination of good policy practices to all aspects of public administration. 

However, the factors that influence the banking sector and its financial condition of the 

economy obtained the lowest mean value of 3.40. It is because not all banks can adapt easily to 

the changing trends considering that they need to increase their expense, for them not to be left 

behind by their competitors. Burger (2012) emphasized that globalization is a risk, whether it’s 

political or economic risk that challenges the operational system and products beyond their core 

markets. 
  



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

46 

 

Table 1.4 

Summary Table on the Factors Affecting Corporate Social Responsibility of Banks  

 

Indicators 
Weighted 

Mean 

Verbal 

Interpretation 
Rank 

1.  Stakeholders 3.55 Strongly Agree 1 

2. Government 3.45 Agree 3 

3. Globalization 3.46 Agree 2 

Composite Mean 3.49 Agree  

Legend: 3.50 – 4.00 = Strongly Agree; 2.50 – 3.49 =Agree; 1.50 – 2.49 = Disagree; 1.00 – 1.49 = 

Strongly Disagree 

 

Table 1.4 presents the summary of factors affecting CSR of banks. The over-all composite 

mean of 3.49 and verbally interpreted as agree. All those indicators can be said to be important 

aspect on CSR of universal banks, as it helps to the strengthening and increasing brand loyalty 

through their clients. According to Bustamante (2013), companies that promote corporate social 

responsibility are the most look upon by consumers, they only invest to those that really have it in 

their policy.  

Factors affecting CSR of banks to stakeholders ranked first with a weighted mean score of 

3.55. The judgement of stakeholders is the same as the perspective of the clients, employees and 

the owners of universal banks. It therefore concludes that the involvement of those individuals has 

an impact in developing corporate social responsibility. Based from Flamers (2011), managers and 

boards of directors may find it worthwhile to devote sufficient resources to the implementation of 

effective CSR policies. Shareholders are paying attention, and such policies can make a big 

difference to the bottom line, single or triple. 

Globalization takes the second spot having a weighted mean of 3.46 due to essentiality 

when it comes to adaptation of new trends in banking sector and the diverse culture that now 

emerging. According to Marous (2014), less than 40% of customers globally reported positive 

customer experiences with their financial institution. With upcoming generations of consumers 

fully embedded in mobile, digital, and social media as a way of life, interaction expectations are 

changing. Diversity arises due to the global connection that exists in the financing industry. 

 However, the factors affecting CSR of banks with regards to government which obtained 

the lowest mean value of 3.45. Considering that this aspect is still observed by universal banks it 

is on the bottom because there are lot of requirements that are needed to achieve to further apply 

good governance on banks. Based on Ahmed (2015) he cited that balance must be made between 

the regulation and independence of a bank. This means that banks should neither be overregulated 

nor should they be left alone to enjoy complete freedom, which often results in banking disasters. 
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Table 2 

Advantages of CSR on Universal Banks 

 

Indicators 
Weighted 

Mean 

Verbal 

Interpretation 
Rank 

1. Enhance corporate reputation 3.57 Strongly Agree 6 

2. Improve relations with suppliers, 

institutions, donors, community  
3.61 Strongly Agree 4 

3. Increase business competitiveness. 3.68 Strongly Agree 1 

4. Increase efficiency of the employees. 3.59 Strongly Agree 5 

5. Acquisition of commercial benefits  3.53 Strongly Agree 8 

6. Increase sales and customer loyalty. 3.65 Strongly Agree 2 

7. Protects against some long term loss. 3.56 Strongly Agree 7 

8. Increase credibility among other banks. 3.64 Strongly Agree 3 

Composite Mean 3.60 Strongly Agree  

Legend: 3.50 – 4.00 = Strongly Agree; 2.50 – 3.49 =Agree; 1.50 – 2.49 = Disagree; 1.00 – 1.49 = 

Strongly Disagree 

 

Table 2 presents the advantages of CSR on universal banks. The composite mean of 3.66 

and verbally interpreted as strongly agree. Implementing corporate social responsibility is truly a 

beneficial one, especially to the banking sector as it helps them to attain the interest of the public 

as well of having a good reputation on the industry they are belong to. As stated by Saeed and 

Arshad (2012), reputation is additional to the market value of a firm and he also believed that 

corporations’ social responsibility activities can be used for image enhancement of an 

organization, which can build legitimacy to the eyes of stakeholders.  

Among the factors cited, increase business competitiveness ranked first with a weighted 

mean score of 3.68. Therefore, competitiveness is a key issue for private companies. Just like what 

Ali (2012) said, in order to deal with the challenging business atmosphere, private companies seek 

for new ways to provide a sustainable development strategy. Environmental concerns have an 

important place in the sustainable development strategies. They can be evaluated within the 

corporate social responsibility concept which may have an impact on the competitiveness ability 

of private companies.  

However, the factors that engage in acquisition of commercial benefits obtained the lowest 

mean value of 3.56. Therefore, banks did not really acquire benefits to the customers. According 

to Farme (2015), commercial benefit is any benefit that comes about as a result of the directors 

acting for the good of the company, which reflect positively on the company in the wider, 

commercial world. And since CSR is an established policy, most companies are performing good 

CSR practices. 
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Table 3 

Application of CSR on Universal Banks 

 

Indicators 
Weighted 

Mean 

Verbal 

Interpretation 
Rank 

1. Establish policies to ensure the safety of 

all employees 
3.60 Strongly Agree 2 

2. Ensures follow-up on client’s problem. 
3.59 Strongly Agree 3 

3. Accepts suggestions and any other 

complaint from the customer. 
3.63 Strongly Agree 1 

4. Support local and community projects. 3.56 Strongly Agree 4 

5. Ensure a better work life balance for 

employees. 
3.49 Agree 5 

6. Allows solicitation. 2.53 Agree 7 

7. Process payments on time 3.38 Agree 6 

Composite Mean 3.40 Agree  

Legend: 3.50 – 4.00 = Strongly Agree; 2.50 – 3.49 =Agree; 1.50 – 2.49 = Disagree; 1.00 – 1.49 = 

Strongly Disagree 

 

Table 3 presents the application of CSR on universal banks. The composite mean of 3.40 

and verbally interpreted as agree.  Considering it was only verbally interpreted as agree, banks, 

maybe, are focusing their efforts more to their operations. As stated by Weinger (2014) customers 

tends to make decision based on how much good a corporation is doing outside of the workplace 

and how they are positively impacting their community. Therefore, application of CSR on banks 

is important.  

Among the application cited, accepts suggestions and any other complaint from the 

customer ranked first with a weighted mean score of 3.63.As a service provider it is just right for 

banks to make sure that all their clients can voice out their opinions and concern when it comes to 

their transactions. Just like what MacDonald (2013) said, a customer's complaint and suggestions 

highlight problems with employees or internal processes and can be fixed before further problem 

arise and cause bad customer experience.    

 However, the application allows solicitation, though verbally interpreted as agree just like 

the others, obtained the lowest mean value of 2.53. Because banks are always busy with different 

transactions, it is understandable that some of them won’t allow solicitation. According to Johnson 

(2016), some firms don't allow it mainly because employees usually find themselves overloaded 

with demands from solicitors vying for donations, time and business. 
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Table 4 

Difference of Responses on the Factors Affecting Corporate Social Responsibility of Banks When 

Grouped According to Bank 

 

Factors F-value p-value Interpretation 

Stakeholders 0.674 0.612 Not Significant 

Government 2.444 0.053 Not Significant 

Globalization 1.791 0.138 Not Significant 

Legend: Significant at p-value < 0.05 

 

As shown from the result, all computed p-values were all greater than 0.05 alpha levels, 

thus the researchers fail to reject the null hypothesis of no significant difference on the factors 

affecting CSR of selected banks In Batangas. This only means that all selected banks in Batangas 

City viewed the factors affecting CSR on the same level.  It is mainly because they are aware and 

knowledgeable enough about the benefit of applying corporate social responsibility on their 

respective banks as a way of progression. 

 

Conclusion 

 

 Based on the analysis of the table, the following conclusions are made: 

1. The respondents agreed that stakeholders, government and globalization affects the CSR 

of their respective bank. 

2. Increase business competitiveness was the major advantage of CSR. 

3. CSR of selected universal banks accepts suggestions and other complaints from the 

customer. 

4. There is no significant difference on the factors affecting CSR when grouped based on 

banks. 

 

Recommendations 

 

From the conclusion, the following recommendations are therefore made: 

1) The banks may intensify their efforts regarding legal matters, management system and 

government related concerns. 

2) This study recommends that banks observed proper application of CSR for further enhancement 

as: 

2.1) They engage themselves more to social and charitable activities that will surely benefit 

the people around them. 

2.2) They conduct seminar and trainings to widen the knowledge and the awareness of their 

employees about CSR. 

3.) The banks may utilize the used of social media for building their brand reputation prior to their 

CSR advocacy. 

4.) Future researches may conduct similar studies using other variables not utilize in this research. 
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Appendix 

List of Available Universal Banks in Batangas City 

  

  

 

 

  

Name of Bank 
Number of 

Employees 
Approved 

1. Banco De Oro 

 P. Burgos St. Corner Rizal Avenue, 

Batangas City 

 Phone: +63(43)7235976 

 https://www.bdo.com.ph/ 

 

20   

2. Metrobank 

 P. Burgos St. Corner Rizal Avenue, 

Batangas City 

 Phone: +63(43)7231794 

 Phone: +63(43)7231902 

 https://www.metrobank.com.ph/ 

40 
  

3. RCBC 

 D. Silang St., Batangas City 

 Phone: +63(43)7237870 

 Phone: +63(43)7233104 

 www.rcbc.com/ 

8 
  

4. PNB 

 P. Burgos St., Batangas City 

 Phone: +63(43)7235660 

 www.pnb.com.ph/ 

8 
  

5. China Bank 

 P. Burgos St., Batangas City 

 Phone: +63(43)7230953 

 www.chinabank.ph/ 

14 
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Abstract 

 

Sustainability reporting is currently gaining traction in the international community.  More 

and more corporations are now seeing the importance of aligning business objectives with those 

of society and the environment.  While reporting is now commonplace in developed countries, it 

is still in the infancy stages in developing countries.  This paper aims to describe and analyze the 

reporting pattern of the first corporation in the Philippines to report about its sustainability efforts.  

A content analysis was done on the ten sustainability reports issued by Manila Water Company, 

Inc.  The findings show that while the company achieved significant developments in terms of 

reporting, it still has to report on the more difficult areas such as non-conformance and other not-

so-positive aspects of the company. 

 

Key Words 

 

Sustainability reporting; content analysis; GRI 

 

 

Background and Rationale of the Study 

 

On December 12, 2015, almost 200 countries adopted the Paris Agreement of the United 

Nations Framework Convention on Climate Change, a “framework that establishes a global 

warming goal of well below 2°C on pre-industrial averages” and seeks to “strengthen the global 

response to the threat of climate change” (The Paris Agreement Summary, 2015).   

This proves that global warming and other issues concerning sustainability are growing in 

importance.  According to Welford and Gouldson (1993, as cited by Welford, 2013), “be it because 

of the resources that they consume, the resources that they apply or the products that they 

manufacture, business activity has become a major contributor to environmental destruction” (p.4).  

Businesses, therefore, should assess their operations and determine how they can reduce the 

greenhouse gases that they release into the atmosphere (Wittneben & Kiyar, 2009), and switch to 

other, more practices that result in sustainable development. 

Ciegis, Ramanauskiene, & Martinkus (2009) looked at various definitions of sustainable 

development, and determined that the definition of the World Commission on Environment and 

Development in its 1987 Our Common Future, written by the Brundtland Commission, is the most 

comprehensive because it includes economic, ecological, social, and institutional dimensions.  Our 

Common Future (1987), as cited in Ciegis et al. (2009), defines sustainable development as “the 

development that satisfies the needs of the current time period without jeopardizing the ability of 

future generations to satisfy their needs” (p. 34).  Twenty-six years later, Daizy, Sen, & Das (2013) 
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define sustainable development as “a vision and a way of thinking and acting so that we can secure 

the resources and environment for our future generation” (p. 8). 

According to Lozano (2015), corporations can have internal and external motivators for 

practicing corporate sustainability.  Internal drivers can include “help improve trust within the 

company,… help boost innovation and innovative practices,… help manage risks, intangible 

assets, and internal processes,… improve performance and generate more profits and growth” 

while external drivers can include “help improve trust outside the company, i.e. with business 

partners, suppliers, consumers, and others,…improve access to markets and customers,…improve 

customer satisfaction,…help enhance corporate and brand reputation” Lozano (2013, p. 36).  No 

matter what the corporations’ motives are, the public expects businesses to address climate change 

issues (Wittneben & Kiyar, 2009).  

 

Sustainability Reporting Frameworks  

To communicate their CSR and sustainability activities, corporations prepare sustainability 

reports.  Sustainability reports contain quantitative and qualitative information on how a 

corporation has contributed to the improvement of the social, economic, and environmental aspects 

of its community (Roca & Searcy, 2012).  This report takes various forms – it may be an attachment 

to the annual report, or it may supplement it.  Extra-financial reporting is mandated by law in 

certain countries (Aktas, Kayalidere, & Kargin, 2013).  For example, in December 2014, the 

European Union issued a directive requiring member nations to require large undertakings, which 

are “public-interest entities exceeding on their balance-sheet dates the criterion of the average 

number of 500 employees” to disclose “non-financial statement containing information relating to 

at least environmental matters, social and employee-related matters, respect for human rights, anti-

corruption and bribery” (“Directive of the European Parliament and of the Council,” p. 9).  And 

since a lot of these large undertakings operate in more than one country, a worldwide framework 

could guide them and their readers in reporting and reading about their activities. 

Global Reporting Initiative (GRI) is a nonprofit organization created by the United Nation 

Environmental Program, Coalition for Environmentally Responsible Economies, and the Tellus 

Institute (Global Reporting Initiative [GRI], n.d.-a). The aim of the organization was to create an 

accountability mechanism to ensure companies were following the CERES Principles for 

responsible environmental conduct.  The result is the GRI standards, which allow organizations to 

assess and inform their stakeholders about the effect of their businesses on “critical sustainability 

issues” (GRI, n.d.-b). 

The first version of GRI Standards was launched in 2000, and the second version, G2, two 

years later.  However, these versions were characterized by “controversial issues regarding the 

performance indicators for economic, environmental, and social activities” (Lin, Chang, & Chang, 

2014, p. 30). To resolve these issues and to increase buy-in, over 3,000 experts from “companies, 

non-governmental organizations, labor unions, accounting firms, investment institutions, and 

academia” participated in the crafting of the G3 Guidelines, which were introduced in 2006 (GRI, 

n.d.-a.; Lin et al., 2014).  The G3 Guidelines allowed organizations to adapt sustainability 

disclosures incrementally.  An intermediate version, G3.1, which was released five years after, had 

more explicit guidelines on “local community impacts, human rights and gender” (GRI, n.d.-c). 

According to the PricewaterhouseCoopers website, the current version, G4, launched in 

2013, features “greater focus on materiality and boundary setting; new guidance with respect to 

anti-corruption and emissions; increased reporting on management approach with respect to 
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sustainability; and greater transparency regarding governance structures and remuneration” 

(PricewaterhouseCoopers, n.d.). 

 

Research Design 

 

Choice of Company to be Studied 

Manila Water started issuing corporate sustainability reports in 2004, the same year when 

the company became publicly listed.  This paper seeks to analyze the overall pattern of the 

sustainability reports for the period 2004 to 2014.  The researchers chose to analyze the 

sustainability reports of Manila Water for the following reasons: 

 

1. It has the most number of sustainability reports (ten) among companies operating in the 

Philippines.  This indicates that the company takes its sustainability initiatives seriously. 

2. The company’s services – the distribution of water and the maintenance and operation of 

the sewage system – are vital to the comfort and survival Metro Manila residents.   

3. As a concessionaire, it is the sole provider of water and sewerage facilities in its service 

area.  Yet the fact that it is in effect a monopoly did not hinder the company from 

performing so well that it has received numerous accolades from both local and 

international award-giving organizations since 1999 (Manila Water Company, Inc. 

[Manila Water], n.d.-a).   

 

Manila Water Company, Inc. services what is called the East Zone of Metro Manila, which 

includes much of the Makati business district and expanding suburbs in the east, and which in the 

mid-1990’s housed 40 percent of the Metro Manila population (IFC, 2010; Metropolitan 

Waterworks and Sewerage System, n.d.).  The company was incorporated on January 6, 1997, and 

started operating on January 1, 2000 (Manila Water, n.d.-b).  The company became a publicly 

listed company through an initial public offering on March 18, 2005 (Manila Water, n.d.-

b).  According to its 2013-2014 Sustainability Report, 50.1% of the shares are owned by the public, 

48.7% by the Ayala Corporation, the holding company of one of the oldest and largest business 

groups in the Philippines, and 1.2% by Mitsubishi Corporation, one of Japan’s largest trading 

companies (Manila Water, n.d.-c). 

Manila Water Company, Inc. is “the first Philippine company to issue a sustainability 

report that complies with two internationally recognized standards — the Global Reporting 

Initiative (GRI) guidelines and the ISO 26000 guidance on social responsibility” (Manila Water, 

n.d.-c).  The company started issuing corporate sustainability reports in 2004.  It issued 

sustainability reports annually until 2012, but issued a consolidated version for 2013 and 2014.  

The table below shows the sustainability reporting frameworks that the company used throughout 

the years. 

  

  



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

56 

 

Table 1. Sustainability Reporting Frameworks of Manila Water Company, Inc., 2004-2014 

 

Year Sustainability Reporting Framework Used 

2004 None mentioned 

2005 None mentioned 

2006 None mentioned 

2007 GRI G3 

2008 GRI G3 

2009 GRI G3 

2010 GRI G3 

2011 GRI G3.1 and ISO 26000 

2012 GRI G3.1 and ISO 26000 

2013-2014 GRI G4 and ISO 26000 

Sources: Manila Water Company, Inc. Sustainability Reports for 2004 to 2014. 

 

Data Collection and Research Methodology 

Manila Water’s sustainability reports were downloaded from the company’s website.  

Information from the company’s website was also examined.   

The researchers did a content analysis of each sustainability report of Manila Water.  

Content analysis is a research method used to discover the presence or the absence of information 

about a particular topic (Krippendorff, 1989).  This method of analysis has been used in past 

researches that also analyzed sustainability reports (Aktas et al., 2013; Asif et al., 2012; Kolk, 

2003; Guziana & Dobers, 2013; Roca & Searcy, 2012; Sawani, Zain, & Darus, 2010).  The 

researchers analyzed the content of each report for themes identified by Asif et al. (2012).  They 

did the same with the information contained in the company’s official website.  These themes are 

shown in the next section. 

 

Key Areas of Analysis 

In their study, Asif et al. (2012) analyzed ten key areas in sustainability reports of 33 

Dutch companies.  They chose these key areas based on previous studies on content analysis of 

sustainability reports, and on general literature on corporate sustainability (Asif et. al., 2012).   

 

The key areas are as follows: 

 

I. Top management endorsement of the sustainability report – Asif et al. (2012), 

recognizing that the pursuit of corporate sustainability is an organization-wide endeavor, 

explained the importance of getting top-level buy-in.  Top management endorsement of 

the report reflects its commitment to this undertaking.  The endorsement takes the form 

of a statement signed by the chairman of the board or the CEO or the equivalent (Asif et 

al., 2012). 

II. Formal corporate governance – According to Asif et al. (2012), sustainability entails a 

system-wide approach.  This portion of the report shows how the company employs 

strategies with regard to sustainability.  A section in the sustainability report about 

governance indicates that sustainability is being taken seriously, strategically, and 

systematically by the organization (Asif et al., 2012).  
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III. Sustainability dimensions – Sustainability is a multi-dimensional concept (GRI, 2013).  

This part of the report describes the organization’s approach to the economic, 

environmental, and societal contexts within which it operates.  Information reported on 

these dimensions can be qualitative and/or qualitative,  and the depth with which these 

dimensions are discussed can be used to measure the effectiveness of the organization’s 

sustainability approach (Asif et al., 2012). 

IV. Management of stakeholder dimensions – Asif et al. (2012) explain that this part of the 

report provides insights on how an organization communicates and coordinates with its 

stakeholders with regard to sustainability.  This is very important because sustainability 

needs the concerted efforts of the organization and its stakeholders.  

V. Supply chain management – According to Asif et al. (2012), an organization’s supply 

chain is very important to its overall sustainability efforts.  How an organization 

describes its supply chain and the impact it has on its sustainability approach indicate the 

strategic and system-wide sustainability commitment of organization (Asif et al., 2012). 

VI. Other key areas specified by Asif et al. (2012) include: 

1. Third-party assurance – An external audit verifies the veracity of the contents of the 

reports (Asif et al., 2012).   

2. Means of sustainability reporting – This indicates how the reports are disseminated to 

the public (Asif et al., 2012).   

3. Linking of sustainability issues to broader public policy – An organization should 

recognize its impact on the environment it operates in (Asif et al., 2012).  Asif et al. 

(2012) explain that since an organization cannot achieve sustainability alone, it needs 

to discuss how its efforts tie up with the broader governmental policies addressing 

sustainability.  

4. Disclosure of non-conformance – This part of the report focuses on how an 

organization discloses its violations and instances of non-conformance.  This part 

includes the extent of the violation and non-conformance, its financial and non-

financial impact on the sustainability dimensions, the organization’s response, and 

how the organization has informed the public about these matters (Asif et al., 2012).  

 

Table 2 compares these key areas with the areas that GRI G4 looks at. 
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Table 2. Comparison between key areas of the content analysis used by Asif et. al. (2012) and 

the G4.  

 

Asif et al. (2012) Key 

Areas  

GRI-G4 

Top-management 

endorsement of the 

sustainability report 

Strategy and Analysis 

Formal corporate 

governance 

Governance, Ethics and Integrity (mostly embedded or implied 

in many parts of the report) 

Sustainability dimensions  Same as the material categories  

Management of stakeholder 

relations 

Stakeholder Engagement 

Supply chain management  Category: Economic  

    Material Aspect: Economic Performance 

    Material Aspect: Indirect Economic Impacts 

    Material Aspect: Procurement Practices 

Category: Environmental  

   Material Aspect: Materials 

   Material Aspect: Energy  

   Material Aspect: Procurement Practices 

   Material Aspect: Water 

   Material Aspect: Biodiversity 

   Material Aspect: Emissions 

   Material Aspect: Effluents and Waste 

   Material Aspect: Procurement Practices 

Category: Social 

 Subcategory: Labor Practices and Decent Work 

   Material Aspect: Employment 

   Material Aspect: Occupational Health and Safety 

   Material Aspect: Training and Education 

   Material Aspect: Diversity and Equal Opportunity 

   Material Aspect: Supplier Assessment for Labor Practices 

   Material Aspect: Labor Practices Grievance Mechanisms 

 Subcategory: Human Rights 

    Material Aspect: Non Discrimination 

    Material Aspect: Child Labor 

    Material Aspect: Forced or Compulsory Labor 

    Material Aspect: Security Practices 

    Material Aspect: Indigenous Rights 

    Material Aspect: Supplier Human Rights Assessment 

 Subcategory: Society 

    Material Aspect: Local Communities 

    Material Aspect: Anti-Corruption 

    Material Aspect: Public Policy 

    Material Aspect: Anti-Competitive Behavior 
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    Material Aspect: Compliance 

    Material Aspect: Supplier Assessment for Impacts on Society 

    Material Aspect: Grievance Mechanisms for Impacts on 

Society 

 Subcategory: Product Responsibility 

    Material Aspect: Customer Health and Safety 

Other key areas: Third-

party assurance  

No counterpart because this is optional 

Means of sustainability 

reporting 

No counterpart  

 

Linking of sustainability 

initiatives with broader 

public policy  

Subcategory: Society 

    Material Aspect: Local Communities 

    Material Aspect: Anti-Corruption 

    Material Aspect: Public Policy 

    Material Aspect: Anti-Competitive Behavior 

    Material Aspect: Compliance 

    Material Aspect: Supplier Assessment for Impacts on Society 

    Material Aspect: Grievance Mechanisms for Impacts on 

Society 

Disclosure of non-

conformance 

Material Aspect: Anti-Competitive Behavior 

Material Aspect: Compliance 

Sources:   

Asif, M., Searcy, C., Santos, P. Dos, & Kensah, D. (2012). A Review of Dutch Corporate 

Sustainable Development Reports. Corporate Social Responsibility and Environmental 

Management, 20 (March 2012), 321–339. doi: 10.1002/csr.1284  

Global Reporting Initiative. (2013). G4 Sustainability Reporting Guidelines. Amsterdam. 
 
 

Research Findings 

The review of the ten sustainability reports reveals that Manila Water’s pattern of reporting 

has remained stable over time with an increase in the coverage of various sustainability dimensions 

such as the inclusion of carbon emissions in subsequent reports.  It also reveals the growing 

sophistication with which the reports discussed certain dimensions and the inclusion of a 

framework compatible with GRI, specifically ISO 26000. 

 

Top Management Endorsement 

All ten sustainability reports contain messages signed by the CEO and chairman of the 

board of Manila Water.  In the 2004 to 2010 reports, the messages were consolidated while in 2011 

and 2012, the messages were separate.  The report after that returned to the merged format.  To be 

effective, corporate sustainability should be organization-wide, and top management messages in 

the reports signal the organization’s commitment.  Acting sustainably entails creating and 

implementing policies.  It also necessitates allotment of appropriate resources.  This is why it is 

very important that top level buy-in is expressed so that sustainability does not remain an isolated 

endeavor of one department. 
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As Asif et al. (2012) explain, the message should describe the strategic plan of the 

company, which should go beyond mere compliance with the law.  Buy-in by Manila Water’s top 

management can be seen from the following excerpts: 

 

“The publication of this, our first annual sustainability report, formally articulates what we 

have always instinctively known at Manila Water: that our long-term viability as a business 

is very much dependent on our management of environmental impacts and our ability to 

improve people’s lives through the provision of clean, safe water (Manila Water Company, 

2004, p. 3). 

 

“Manila Water’s role goes beyond delivering water to its customers.  Ultimately, it is to 

uplift the quality of life of its customers across all economic segments by providing them 

their rightful access to safe and clean water.  It is ensuring a sustainable water supply and 

an environment that will preserve it for succeeding generations (Manila Water Company, 

2009, p. 5). 

 

“Sustainability has always been at the core of Manila Water’s business and its guiding 

principle.  Today, as in 2005 when we published our first Sustainability Report, Manila 

Water continues to make sustainability a priority, always seeking ways to address the 

impact of climate change and meet the water needs of a growing population (Manila Water 

Company, 2012, p. 1) 

 

Although the first two (2004 and 2005) sustainability reports are similar to accomplishment 

reports, Manila Water gradually improved the contents of its reports to discuss its strategic plans 

more thoroughly as can be read in the following excerpts: 

 

“In November 2007, our Board of Directors ratified our Climate Change Policy, which 

ensures that we consider climate change in all of our operations.  This policy also dictates 

that we put in place mitigating measures in all our future investments (Manila Water 

Company, 2007, p. 4). 

 

“After Manila Water’s Board of Directors gave the directive in November 2007 to pursue 

programs on climate change, the Company began quantifying its baseline carbon footprint 

and measuring its operations’ impact on the environment (Manila Water Company, 2008 

p. 4). 

 

This improvement continued in later years with the inclusion of the future sustainability directions 

of the company: 

 

“Moving forward, we shall continue to be guided by the triple bottom line as we sustain 

our business, the communities we serve, and the environment within which we operate.  

We aspire to replicate our success in the East Zone in communities outside our 

concession area through our subsidiaries and our additional CSR arm, the Manila Water 

Foundation, which aims to provide sustainable water access to base of the pyramid (BOP) 

communities (Manila Water Company, 2010, p.5) 
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Corporate Governance for Sustainable Development 

The corporate governance part of a sustainability report is important as this indicates the 

way through which sustainability is addressed systematically and within the entire organization 

(Asif et al., 2012).  Asif et al. (2012) further explain that governance for sustainable development 

makes it possible for sustainable development to be institutionalized. 

Out of the ten reports analyzed, only five discuss governance within the company.  

Discussions on corporate governance started in the 2009 reports.  However, the discussions are 

about integrity, not sustainable development.  The sections explain the function of the board, its 

powers, the committees, the directors, and their remuneration.  Furthermore, only two of the five 

reports mention governance as it pertains to sustainable development.  

In the 2010 report, the discussion on sustainable governance was placed in the main section 

of the company’s approach to sustainability.  However, only one sentence discusses governance 

with regard to sustainable development –  

 

“Manila Water employs a top-to-bottom approach to sustainability through our corporate 

governance, where sustainability serves as a key guiding principle together with 

accountability, fairness and transparency (Manila Water Company, 2010, p. 10) 

 

The 2011 and 2012 reports did not mention governance and sustainability. In the 2013-

2014 report, the main section of “About the Company” included a subsection on governance 

explaining the mechanisms in place for managing the company’s sustainability dimensions.  

 

Sustainability Dimensions 

All ten reports contain data about the company’s sustainability dimensions, namely 

societal, environmental, and economic.  Both quantitative and qualitative data are presented.  The 

qualitative information is in the form of statements.  Asif et al. (2012) explain that combining 

qualitative and quantitative data provides a rich context of the company and its sustainability 

development efforts.  

While such data are useful, the authors advocate the need for cross-cutting indicators 

because the three sustainability dimensions overlap (Asif et al., 2012).  Asif et al. (2012) continue 

that as such a change in one dimension affects the other two, and in order for corporate 

sustainability to be achieved, there needs to be a concerted effort to tackle all dimensions.   

A company’s CO2 production is one such cross-cutting eco-efficiency indicator.  Manila 

Water’s 2008 sustainability report includes data on this, as follows: 

 

“In 2008, the Company started quantifying its impact on the environment by accounting 

its carbon emissions.  Using the calculation tools of the Greenhouse Gas Accounting 

Protocol developed by the World Research Institute, the Company has started accounting 

for the carbon emissions based on the fuel used by both its stationary (generator sets) and 

mobile (vehicles) sources and the consumed power during its operations (Manila Water 

Company, 2008, p. 21). 

 

The discussion in the 2008 Report is limited to the above paragraph.  However, the 

subsequent reports provide numeric data in tables with labels such as non-CO2 emissions and CO2 

emissions.  The reports also explain the basis for the calculations.  
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Management of Stakeholder Relations 

Engaging with stakeholders and the methodologies employed were implied in all of the 

reports, with the first report not devoting any separate discussion to this.  This practice continued 

through the other nine reports; however, the 2005 report includes a main section on Celebrating 

Partnerships, as follows: 

 

“In all of these, we believe it is important to bring together various stakeholders to ensure 

our programs are carried through and are sustainable.  Thus, we have engaged not only 

our management team and employees but also the public, the government, and other 

private sector groups in our initiatives to improve and create even better programs that 

will increase our effectiveness in giving back to our communities and the publics we 

serve (Manila Water Company, 2007, p. 4). 

 

This approach was used again in the eight subsequent reports (see Table 3).  A discussion 

on stakeholder engagement and the methods through which this engagement was done is 

important because “sustainable development is fundamentally a stakeholder-oriented concept” 

(Asif et al., 2012, p. 330).  

 

Table 3. Manila Water’s Sustainability Reports, 2004-2014 

Sustainability 

Report Year 

Title of Section on Stakeholders Number of Times 

“Stakeholder/s” was 

Mentioned 

2004 None 3 

2005 Celebrating Partnerships 7 

2006 Stakeholder Management 3 

2007 Sustaining Strong Relationships 10 

2008 Managing other Stakeholders 

Non-government Organization’s 

Engagement 

23 

2009 Building Partnerships for Sustainability 37 

2010 Engaging Stakeholders 49 

2011 Partners in Sustainable Growth  60 

2012 Inclusive Business Model 81 

2013-2014 Stakeholder Engagement 75 

 

In 2011, ISO 26000 was integrated in the reports and as such, the discussion on 

stakeholders became more distinct and in-depth.  The report shows a diagram of Manila Water’s 

Stakeholder Universe.  It also includes a table identifying the relevant stakeholders, the issues that 

they deem important, the company’s practices and initiatives that they commend, and their 

suggested improvements.   The stakeholders were also asked about their definitions of 

sustainability through multiple focus group discussions. 

The reporting practices that Manila Water started in 2011 continued in the two subsequent 

reports as indicated by the following statement: “Manila Water will regularly seek and accept 
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feedback on how it can more effectively respond to its stakeholders’ needs and expectations” 

(Manila Water Company, 2011, p. 19). 

 

Supply Chain Management Information 

Discussion about supply chain management in the reports did not become apparent up until 

the 2007 report.  The 2004 report includes a description of the company’s supply chain, but the 

term “supply chain” itself was not used.  The discussion on supply chain evolved with the inclusion 

of a sustainable procurement policy, vendor code of conduct, greening of the supply chain, types 

of management systems implemented, and risk management measures.  Both qualitative and 

quantitative data about the company’s supply chain increased over time.  The term “value chain” 

appeared in the 2014 report, as can be seen below: 

 

“Innovations through a collaborative effort to attain resource efficiency and operational 

excellence are constantly employed throughout the value chain.  Moreover, an Operations 

Management System that includes sub-systems for Quality Management, Environmental 

Management, Energy Management, as well as Occupational Health and Safety 

Management is being implemented to ensure continuous improvement (Manila Water 

Company, 2014, p. 72) 

 

Manila Water’s sustainability reports certainly significantly improved its discussion in this 

key area.  

 

Third-Party Assurance 

Third-party assurance is very important for sustainability reports because it verifies the 

information contained in the reports and helps to convince stakeholders of the company’s 

reputation (Keeler and Simnett et al. as cited by Sawani et al., 2010b).  Assurance can come from 

a variety of sources, with leading accountancy and consultancy firms having been identified as 

major sources along with stakeholders and sustainability experts (KPMG, 2008). 

As a form of third-party assurance, stakeholder commentaries and testimonials are used by 

the company throughout all ten reports.  Stakeholders’ commentaries and testimonials are always 

integrated in every section of the ten reports.  However, it was not until the 2008 report that Manila 

Water included a section devoted solely to these commentaries.  This reporting practice was done 

until the 2012 report, after which the commentaries were embedded in other sections again.  

No formal third-party assurance in the form of reviews from major accountancy or 

consultancy firms has ever been included in any of Manila Water’s reports.  This may be due to 

the high cost associated with seeking such assurance as well as the lack of evidence that such 

assurance makes the reports more credible (Park & Brorson, 2005).  However, Tînjală, Pantea, & 

Buglea (2015) state that third-party assurance has become standard practice since 2005.  They 

point to KPMG’s 2013 Survey of Corporate Responsibility Reporting, which revealed that more 

than half of 2012’s Fortune Global 500 companies enlist the services of third-party assurance 

organizations.   

Instead of third-party assurance, GRI self-declaration was included in Manila Water’s 

reports from the 2007 report up to the most recent 2013-2014 report.  There is also the declaration 

of following ISO 26000 beginning with the 2011 report.  Table 4 shows the self-declaration done 

in the company’s sustainability reports and some direct quotes about the self-declaration.  
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Table 4. Self-declaration in Manila Water Company, Inc.’s sustainability reports  

Sustainability 

Report Year 

Self-

Declaration 

Sample Quote 

2004 None  

2005 None  

2006 None  

2007 G3 Self- 

Declaration 

Level C 

This is Manila Water’s fourth annual Sustainability Report. It 

covers the calendar year 2007 and mentions the highlights of 

our performance over the past 10 years. This report follows 

the internationally-accepted Global Reporting Initiative (GRI) 

G3 guidelines, and we self declare this report as level C. 

While there are no significant changes from our last report in 

terms of 

scope, boundary and measurement methods, we have added 

more information as required by the newly-adopted G3 

guidelines. (inside front cover) 

2008 G3 Self- 

Declaration 

Level B 

The Company included stakeholders’ commentaries in this 

report. Manila Water will seek to progress in its level of 

reporting and also address the matter of seeking independent 

external verification on its report in the future. (p. 1) 

2009 G3 Self- 

Declaration 

Level A 

The Company will seek external assurance of its compliance 

with GRI G3 standards in its succeeding Sustainability 

Reports. However, Manila Water ensures the accuracy of all 

information presented in this report, as well as, in the 

previous reports. To add to the veracity of the report, 

stakeholder testimonials are included in each of the major 

sections. (p. 1) 

2010 G3 Self- 

Declaration 

Level A 

This report is in accordance with the Global Reporting 

Initiative (GRI) G3 Guidelines, a set of internationally-

recognized standards that have been followed by the 

Company since 2004. Similar to the previous year, we self-

declare our 2010 Sustainability Report as Level A application 

with stakeholders’ commentaries. (p. 1) 

2011 G3.1 Self- 

Declaration 

Level A;  

ISO 26000 

Manila Water will again self-declare its 2011 Sustainability 

Report as Level A application of these standards, but will use 

stakeholder testimonials and commentaries from a panel of 

sustainability experts to validate the Report’s content. The 

Report will also be guided by the ISO 26000 standards, which 

are governed by two fundamental principles, namely, 

recognizing social responsibility and stakeholder 

identification and engagement. (p. 3) 

2012 G3.1 Self- 

Declaration 

Level A;  

ISO 26000 

Manila Water has not submitted the Report for validation by 

any third-party auditor. Instead, Manila Water has chosen to 

support the Report through stakeholder testimonials given by 

customers, employees, government and institutional partners, 

and other civil society groups. Furthermore, Manila Water has 
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enjoined sustainability experts and reputable personalities to 

provide their commentary and review of the Report. (p. 1) 

2013-2014 G4 Self- 

Declaration 

Level A;  

ISO 26000 

This report is in accordance with the Global Reporting 

Initiative (GRI) G4 Sustainability Reporting guidelines core 

option. To further ensure relevance and consistency with 

globally recognized sustainability standards, this report is 

aligned with ISO 26000:2010. (p.1) 

 

Means of Sustainability Reporting 

Aside from publishing its sustainability reports, Manila Water discusses its sustainability 

programs on its website.  However, the information on sustainability in the company’s website is 

a summary of certain portions contained in the published reports.  It is notable, though, that the 

website serves as an information platform for the company’s advocacies and contains information 

on how to join the company in its advocacies.  The PDF files of the sustainability reports are also 

posted on the website in the sustainability section.  

The opposite is true with regard to corporate governance.  In this aspect, the website 

features a more in-depth discussion of the company’s corporate governance.  This section contains 

the company’s governance structure, the governance manual, the code of business conduct and 

ethics, and the annual corporate governance report.  Information about board committees, 

enterprise risk management, policies and shareholder information is also included.  Asif et al. 

(2012) note that: 

 

“A comprehensive report should be concise, provide the required information in one place 

in an integrated manner, and be easily accessible to the general public.  A combination of 

formal reports and website reporting could provide a comprehensive approach to 

sustainability reporting. In any case, a key challenge for companies is to balance the 

presentation of information provided on websites with that presented in reports (p. 334). 

 

Linking Sustainability Initiatives to Public Policy 

Sustainability requires a concerted effort by multiple sectors of society.  This is why a 

company needs to link its sustainability initiatives to broader public policy.  Doing so also 

demonstrates the leadership stance that the company is taking (Asif et al., 2012).   

Based on statements in its sustainability reports, Manila Water actively supports various 

programs of the Philippine government.  Some illustrative statements are as follows: 

 

“Consequently, all of Manila Water’s CSR programs contribute not only to its business 

goals, but more importantly to the attainment of the poverty alleviation, as well as, the 

water and wastewater infrastructure targets of the Medium-Term Philippine Development 

Plan (MTPDP), and ultimately the environmental sustainability targets of the Millennium 

Development Goals (MDGs) (Manila Water Company, 2009, p. 16). 

 

“In 2007, Manila Water became the first company in the Philippines to have a formal, 

Board-ratified Climate Change Policy.  The Company’s Climate Change Policy predates 

the national climate change policy, including the Philippine Climate Change Act, National 

Framework Strategy on Climate Change and the National Climate Change Action Plan.  In 
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order to better align its Climate Change Policy with the government’s anchor strategy of 

adaptation, Manila Water revised its policy” (Manila Water Company, 2012, p. 20). 

 

The company also demonstrates that it not only links its sustainability initiatives with 

national public policy, but also actively shapes it: 

 

“Manila Water has always positioned itself as the voice of the private sector in the water 

industry in technical working groups (TWGs) that aim to draw national policies related to 

water and wastewater, as well as, environmental sustainability (Manila Water Company, 

2009, p. 56) 

 

The reports explain the incentive and motivation for undertaking these linkages in the 

following: 

 

“The global community is realizing that concerted effort and greater collaboration are 

necessary to address and overcome the challenges in the water sector.  Manila Water 

recognizes its responsibility not only as a service provider, but also as an active stakeholder 

and partner in developing solutions to today’s water concerns (Manila Water Company, 

2012, p. 1).  

 

“Manila Water also recognizes its responsibility to promote sustainability among its 

stakeholders, and considers stakeholder identification and engagement a fundamental 

principle of social responsibility (Manila Water Company, 2012, p. 1). 

 

“The Company, however, recognizes that a lot more still needs to be done to ensure that 

the next generations will continue to enjoy the same services that current customers are 

enjoying, if not better… The business partners on which the Company is highly dependent 

will have to be ready too, along with government agencies, civil society and other 

stakeholders” (Manila Water Company, 2014, p. 56). 

 

However, there is a lack of quantitative information about such linkages except on the 

company’s watershed rehabilitation initiatives.   

 

Disclosure of Non-Conformance 

This key area is where the reports are lacking.  Non-conformance is not discussed in any 

of the ten sustainability reports.  What the reports have are statements of non-violation as 

evidenced by the following statements: “Guided by the provisions for Social Justice and human 

Rights, the Company protected the rights of the three indigents and there was no reported violation 

of the articles of the Indigenous Peoples Rights Act” (Manila Water Company, 2012, p. 32).  “For 

the year 2012, Manila Water received no sanctions for non-compliance or violation of 

environmental regulations such as on spills” (Manila Water Company, 2012, p. 52).  

Asif et al. (2012) offer two reasons why it is uncommon for companies in the Netherlands 

to disclose non-conformance.  First, such disclosure may negatively affect the image of the 

company.  Second, the company may view non-conformance as not having any significant impact 

(Asif et al., 2012).  The researchers believe that a possible third reason is that the regulatory 
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frameworks of Third World countries such as the Philippines are neither developed nor 

implemented effectively. 

However, since the company has declared itself as being a sustainability champion and that 

it goes beyond mere compliance, it may do well to declare any non-conformance.  After all, 

sustainability reports are used for a lot of purposes, one of which is “conveying trust and 

confidence to its stakeholders and the general public.  Not disclosing non-conformance is contrary 

to the basic principles of trust and confidence” (Asif et al., 2012, p. 336). 

 

Conclusion 

This research contributes to and extends the existing sustainability reporting literature.  It 

describes the sustainability reporting of one company in a Third World country and traces the 

evolution of its sustainability reporting.  Before the adoption of the GRI reporting framework, the 

reports mostly appear to be accomplishment reports rather than sustainability reports.  

From their examination of the ten sustainability reports of one company, the researchers 

were able to identify gaps.  These gaps are the lack of discussion on non-conformance, and the 

lack of quantitative measures for ascertaining the benefits derived from linking sustainability 

initiatives with those of broader public policy.  

Considering that the company examined is the pioneer in sustainability reporting in the 

Philippines, other Philippine companies could benchmark their own reporting against it.  

Since this research involved content analysis of the reports, it does not fully reflect all 

sustainable activities done by the company.   

Given that a sustainability report has a limited capacity to convey information, the 

corporate website can be a tool for augmenting the published sustainability reports. 

In light of the above, future researchers can analyze other sustainability reports in the 

Philippines using the same key areas.  Through such research, additional key areas may be 

identified that may be culturally unique to the Philippines. Another possibility is to benchmark 

Manila Water’s sustainability reports against those of water and sewerage companies abroad to 

determine the areas in which Manila Water can improve.  
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Abstract 

 

This paper looks at the top public mining and oil companies in the Philippines in terms of 

its Corporate Social Responsibility (CSR) activities. Oil and mining companies are firms that have 

a direct impact on the community’s environmental, ecological and social aspects that can 

significantly affect different stakeholders and the overall country as a whole. Corporations perform 

CSR activities in order to help the community against problems such as health and illness, poverty, 

environmental dilapidation, natural disasters, etc. This study used content analysis methodology 

in investigating the CSR activities of Philippines mining and oil companies from 2010 to 2014. 

The study looks at different platforms where CSR activities of the companies are announced and 

presented such as Annual Reports, press releases, CSR reports and other news releases by the 

companies. Specifically, the paper focused on five main areas of CSR activities, namely: Social 

Development, Social Upliftment, Environment and Culture, Health and Safety and Community 

Welfare. The paper tries to check the coverage on the social aspects of the top Philippine mining 

and oil companies and determine which area they put focus on by examining the nature, importance 

and number of activities per CSR area of the mining and oil companies. 

Based on the results, the mining and oil companies have increased their respective 

Corporate Social Responsibility actions over the last 5 years. This implies that even though their 

business models have direct impact on the environmental and social aspects of the community, the 

companies under this industry are increasingly being concerned on the problems facing the society 

and the environment of the Philippines. In addition the CSR activities performed by these mining 

and oil companies can give boost their public image; this increased image can provide significant 

value to the company over time. 

 

Key Words: 

 

Content analysis; Corporate Social Responsibility; Mining and Oil; Environment and society 
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Introduction 

The mining or extractive sector plays an important role in the growth and development of 

a country’s economy since most businesses source the raw materials and the energy that they need 

from the mining companies. The businesses’ overall operations will be disrupted if the products 

and services that these mining firms provide are not available. These businesses include 

electronics, paper, metal, plastics, ceramics and buildings, which constitute a huge portion of a 

country’s overall production. Yakovleva (2005) has mentioned that the success of national 

economies may be defined by the level of its mining industry, making it one of the core sectors of 

the world economy that includes the developed and emerging markets. Since production in an 

economy helps in providing goods and services, employment and income to the society, the 

extractive industry that cater these businesses contribute an important role in the national and 

global sustainable development. 

However, behind this role that the mining industry plays, it also contribute in important 

economic, environmental, labour and social repercussions not just in the local community, but also 

in the regional and global settings (Escanciano et al., 2010). According to Jenkins (2004), global 

mining companies until the mid-2000s have showed no sense of attention and concern on their 

operation’s social and environmental effects. The harmful effects of the extractive industry have 

been widely known through the global media before this period. These effects include air and 

water pollution, industrial accidents, radioactive contamination, threats to biodiversity and 

abandoned mines. Conversely, as the global reaction regarding these harmful effects intensified, 

this has led to the emergence of Corporate Social Responsibility (CSR) movement during the end 

of the 1990s. The movement claimed that the companies that are part of the extractive industry 

should be responsible brought by the social and environmental effects that their company create. 

Given this pressures from the CSR movements, the mining companies all over the world have 

increased and improved their CSR activities (Jenkins, 2004 and Warnaars, 2012). Mzembe (2014) 

reported that these CSR activities that the mining companies have created include corporate 

philanthropy, upholding the rights of marginalised communities, waste management, improving 

the working practices of their operations, and improving the local economy where they are part of.  

Corporations from across different industries, that include the mining sector, show their 

community concern and involvement by creating activities and actions that can solve social and 

environmental problems; they also express this through corporate philanthropy. This shows that 

the socially responsible corporations are no longer just focused maximizing the wealth of their 

shareholders; they see that businesses and the society work hand-on-hand. The well-being of the 

community, environment and other aspect of society are inter-related that an adverse effect on the 

former may also impact the well-being of the corporations. With this, they act responsibly and in 

an ethical matter in order not to provide negative impact on their societal stakeholders. 

This paper aims to look at the publicly-listed mining companies in the Philippine context 

and the corporate social actions they have been doing during the last few years. The paper 

investigate the companies’ media releases, annual reports and other company announcements and 

determine which CSR issues they regularly include in their company actions and strategies. 

Specifically, this paper attempts to: 

1. Study the social-responsibility issues represented in the annual reports by Philippine 

mining companies ; & 

2. Study the nature of such CSR issues covered by Philippine mining companies. 
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Review of Related Literatures 

According to Mzembe (), the global growth in the mining industry was the liberalization 

of the mining policies and legislation as a result of the World Bank’s call during the early 1990s. 

This measure was originally done in order to attract foreign investments (Szablowski, 2002) 

however; it only resulted to more mining companies intensifying their mining exploration and 

activities in many far-flung areas of emerging countries (Warnaars, 2012). Yakovleva (2007) 

mentioned that, mining industries are considered as one of the most dangerous and damaging 

industrial sector since it cause significant impact on social, economic and most especially, 

environmental situation of a country. Warnaars, (2012) and Webb (2012) argued that some of these 

emerging countries didn’t even have necessary rules and regulations that can control the growth 

of the mining industries and its adverse effects; the community’s became more concerned and 

fearful on the social and environmental impacts of the extractive industries. Hilson (2007) and 

Reed (2002) even added that these mining companies are even using their power to influence the 

policy-making groups in these emerging countries in order to satisfy their business needs. In 

addition, these mining companies are even using other unethical actions such as bribery, corruption 

and conflict stimulation in the rural areas where their operation is located (Kolk and Lenfant, 2013; 

Reed, 2002; Warnaars, 2012). 

Despite these adverse impacts of the growth of the mining industry, it also have some 

positive effects in the society. Dorian and Humphreys (1994) and Hilson and Murck, (2000) 

reported that these mining companies help the community in providing additional employment to 

the people and job retraining services. The local companies that supply products and services to 

these mining firms also are benefited (Esteves, 2008). Additional mining companies in a particular 

community means an increase in downstream businesses reinvestments as well (Pegg, 2006). In 

addition, Hilson (2002) said that the local residents also obtain benefits from these mining 

companies since these corporations provide the local government and local socio groups additional 

funds for community projects such as hospitals, housing, schools and roads. However, one of the 

most important positive impacts that these mining industries can provide to the sustainable 

development of the community is to help lessen its environment and social effects according to 

Hilson and Murck (2000). Effective CSR management and activities can be used by these mining 

companies in order to accomplish this particular measure. 

Campbell (2012) said that regardless of industries, companies that create CSR activities in 

developing countries have been disputed since they do not actually solve their community’s actual 

problems. Kemp (2001) added that companies in emerging economies are having a hard time 

achieving corporate responsibility since the nation’s institutional and economic setting and appeal 

systems are somewhat weak. This characteristic most often cause the companies to have inefficient 

CSR activities (Ringov and Zollo, 2007; Yakovleva, 2005). Conversely, Visser (2008) said that 

the current issues of emerging economies such as environmental risks and poverty, undeveloped 

social and industrial infrastructure and corruption can be alleviated through the use of CSR 

activities of businesses. 

With respect to the mining and extractive industries, Jenkins & Yakovleva (2006) said that 

there are numerous reasons why CSR can be actually important for the companies involved and 

the community where it belongs. First, the local and international pressure organizations are 

challenging the legitimacy of these companies; they challenge the firms’ “license to operate”. 

Second, the poor public perception of the industry; the community is more focused on the 
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environment and social performance of these companies among any other else. And lastly, the 

financial and economic sectors are more concerned about the mining companies’ social 

responsibility and risk management; they are less concerned on its Socially Responsible Investing 

(SRI). 

 

Methodology 

This paper is based on the study by Pradhan (2011) but focuses on the examination of the 

Philippine mining companies’ communication of CSR activities from 2013 to 2015. The study 

investigates which particular CSR issues are they focusing on in order to help improve the well-

being of the society and factors affecting the community. With this, the study looks at the annual 

reports, press releases, news releases and other announcements of the mining companies and 

employs the content analysis methodology. Harwood et al. 2003) and Berelson, (1952) suggested 

that this methodology is very useful when researchers are looking on the communication than the 

context of the information; it is a very useful technique in looking at the clear description of the 

content of communication. The content analysis methodology is well suited for this paper since it 

tries to understand and examine the sustainability reports dealing with CSR activities of the mining 

companies in the Philippines and also, the focus of of the CSR reports and announcements. 

 

Data 

The mining companies’ annual reports, news releases, press releases, company 

announcements and other CSR reports were used by this study in examining the CSR activities 

and issues covered by the firms. All companies used in the study are all publicly-listed corporation 

headquartered in the Philippines. The classification of the industry is based on the Philippine Stock 

Exchange website industry classification. 

 

Coding 

The researcher looks at all news releases, press releases, annual reports and company news 

announcements of all publicly-listed companies and determine the CSR activities created and 

which CSR issues it fall under. The study employs the process of coding after looking and 

analysing the annual reports and CSR reports if the companies. Afterwards, the study categorized 

them using the below major issues in CSR: 

1. Social Development: CSR activities that focused on education, training and rural development 

issues. 

2. Women Up-liftment: This category is focused on issues concerning the female education and 

upliftment, education of the girl child and women and any other efforts against abortion. 

3. Environment & Culture: Safeguarding the heritage and culture and environment issues are 

included in this category. 

4. Health & Safety: CSR activities that are concerned on the health care facilities, blood donation 

camps, health camps, medical and dental missions are included in this heading. 

5. Community Welfare: Improvement of livelihood; better facilities and activities for that aspect, 

like sports. 
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Results and Discussion 

Table 1: Philippine Mining Companies and CSR Issues Conducted* 

 

 

Name of 

Banking 

Institution 

Total Asset 

As of 

December 31, 

2015 

(Amounts in 

Million Pesos) 

 

 

CSR Issues 

 

 

Name of 

Banking 

Institution 

Total Asset 

As of 

December 31, 

2015 

(Amounts in 

Million Pesos) 

 

 

CSR Issues 

Semirara 

Mining and 

Power 

Corporation 

56,621.0 

Awards, Livelihood, 

Rural Development, 

Education, Training, 

Sustainability, 

Community Welfare, 

Healthcare 

PetroEnergy 

Resources 

Corporation 

10,665.0 

Donation, 

Education, 

Healthcare, 

Sustainability, 

Livelihood, 

Community 

welfare 

Philex 

Mining 

Corporation 

43,543.0 

Sustainability, 

Healthcare, 

Education, 

Livelihood, Rural 

Development, 

Community Welfare 

Global 

Ferronickel 

Holdings, Inc. 

8,987.0 

Education, 

Healthcare, 

Livelihood, 

Training, 

Community 

Welfare, Rural 

Development 

Lepanto 

Consolidate

d Mining 

Company 

16,562.0 

Sustainability, Rural 

Development, 

Healthcare, 

Education, 

Livelihood 

Manila Mining 

Corporation 
3,222.0 

Healthcare, 

Education, 

Community 

welfare, Training, 

Culture, Rural 

Development, 

Sustainability 

Apex 

Mining Co., 

Inc. 

11,101.0 

Sustainability, 

Livelihood, 

Community Welfare 

Century Peak 

Metals 

Holdings 

Corporation 

3,189.0 Sustainability 

*Philex Petroleum Corporation, Oriental Peninsula Resources Group, Inc., Benguet Corporation, Coal Asia 

Industrial Corporation, The Philodrill Corporation, Marcventures Holdings, Inc mining firms, although part of the 

top mining companies in the Philippines, were not included since 1. The companies have no CSR page, 2. CSR page 

is under construction. 

 

Table 2: Philippine Mining Companies and the CSR Programs Administered 

 
Semirara Mining and 

Power Corporation 
Issues Year   

PetroEnergy Resources 

Corporation 
Issues Year 

2015 ASEAN Energy 

Award 
Awards 2015   PSC Educational Assistance Education 2015 

Semirara Marine Hatchery 

Laboratory 
Livelihood 2014   Ambulance Donation Donation 2015 

2015 ASEAN Energy 

Award 
Awards 2013   Medical Mission Health care 2015 

Electrification Project 
Rural 

Development 

2014 - 

15 
  

Participation in Aklan 

Investment Forum 
Education 2015 

Island-wide education 

support 
Education 2015   Wind Farm Project Sustainability 2015 
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Semirara Mining and 

Power Corporation 
Issues Year   

PetroEnergy Resources 

Corporation 
Issues Year 

Semirara Training Center, 

Inc. 
Training 

2010 - 

15 
  Vegetable Raising project Livelihood 2015 

Inland and mangroves area 

reforestation 
Sustainability 

2010 - 

15 
  Livelihood Program Livelihood 2015 

Solid waste management 

programs 
Sustainability 

2010 - 

15 
  Tree Planting Program Sustainability 2015 

Progressive rehabilitation 

at Panian Mine 
Sustainability 2014   Coastal Cleanup Program 

Community 

welfare 
2015 

Unong Mine rehabilitation Sustainability 2014   Safety awards Education 2015 

Employment benefits for 

workers 

Community 

welfare 

2010 - 

15 
  Dagyaw Greening Program Sustainability 2015 

Employee and community 

health 
Health care 2015   

Global Ferronickel 

Holdings, Inc. 
Issues Year 

Livelihood and food 

security 
Livelihood 

2010 - 

15 
  

Alternative Learning 

System project 
Education 

2010 

- 15 

Semirara's clay livelihood Livelihood 
2010 - 

15 
  

School to school campaign 

promoting knowled1ge in 

mining 

Education 
2010 

- 15 

Water management 

programs 

Community 

welfare 

2012 - 

15 
  

Sponsorship for inter-

school educational 

competitions 

Education 
2010 

- 15 

Transportation and 

communication  programs 

Rural 

Development 

2012 - 

15 
  

Mine site tours to students 

and teachers of Claver and 

nearby education 

institution. 

Education 
2010 

- 15 

Emergency preparedness 

Program 
Training 2015   Scholarship Grants Education 

2010 

- 15 

2015 Platts Global Energy 

Awards Finalist 
Awards 2015   

Improvement of school 

facilities 
Education 

2010 

- 15 

Philex Mining 

Corporation 
Issues Year   

Medical missions and 

healthcare facilities 
Health care 

2010 

- 15 

Padcal mine’s reforestation 

program 
Sustainability 

2010 - 

15 
  

Provided a total of 34 

motorboats to fishermen 
Livelihood 

2010 

- 15 

Silangan Reforestation 

Project 
Sustainability 

2010 - 

15 
  

Provide local community 

organizations with technical 

and financial assistance. 

Training 
2010 

- 15 

Bulawan Reforestation 

Project 
Sustainability 

2011 - 

15 
  

Technical education and 

skills  
Education 

2010 

- 15 

Sibutad Reforestation 

Project 
Sustainability 

2010 - 

15 
  

Constructed a skills training 

center and provided 

equipment that are utilized 

by TESDA participants and 

trainer 

Training 
2010 

- 15 

Community Development 

on Padcal Mines, Silangan 

and Bulawan Projects 

Health care 
2010 - 

15 
  

Vegetable training farm to 

provide training and 

education for farmers 

Training 
2010 

- 15 

Scholarship Grants and 

School Rennovation 

programs on Padcal Mines, 

Silangan and Bulawan 

Projects 

Education 
2010 - 

15 
  

Provide financial and non-

financial assistance to, local 

cultural celebrations, sports 

competitions and other 

socio-cultural activities. 

Community 

welfare 

2010 

- 15 
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Semirara Mining and 

Power Corporation 
Issues Year   

PetroEnergy Resources 

Corporation 
Issues Year 

Agricultural and Livestock 

Livelihood programs on 

Padcal Mines, Silangan 

Projects 

Livelihood 
2010 - 

15 
  Infrastructure projects 

Rural 

Development 

2010 

- 15 

Public Infrastructure 

Projects on Padcal and 

Silangan Projects 

Rural 

Development 

2010 - 

15 
  

Manila Maning 

Corporation 
Issues Year 

Creation of Philex Group 

Foundation, Inc. of the 

community's needs. 

Community 

welfare 

2010 - 

15 
  

Medicines and toilet 

facilities 
Health care 

2011 

- 

2015 

Lepanto Consolidated 

Mining Company 
Issues Year   

School rehabilitation 

projects 
Education 

2011 

- 

2015 

Wastewater Management 

of Tailings Dam 
Sustainability 

2010 - 

15 
  Street lighting projects 

Community 

welfare 

2011 

- 

2015 

Air Quality Management 

projects 
Sustainability 

2010 - 

15 
  

Manpower Training and 

Skills program 
Training 

2011 

- 

2015 

Solid waste management 

projects 
Sustainability 

2010 - 

15 
  

Funds for religious 

activities and facilities 
Culture 

2011 

- 

2015 

Hazardous waste 

management projects 
Sustainability 

2010 - 

15 
  

Mine site tours to students 

and teachers 
Education 

2011 

- 

2015 

Infrastructure projects on 

host and neighboring 

communities 

Rural 

Development 

2010 - 

15 
  

Completion of the water 

system at Banban; 

Rural 

Development 

2011 

- 

2015 

Health sanitation projects 

on host and neighboring 

communities 

Health care 
2010 - 

15 
  

Support of the Modified 

Food Always in the Home 

(FAITH) project of the host 

and neighboring Barangays 

Community 

welfare 

2011 

- 

2015 

Education, culture and 

sports projects on host and 

neighboring communities 

Education 
2010 - 

15 
  

Adopt a Tree, Adopt a 

Mining Forest Program 
Sustainability 

2011 

- 

2015 

Livelihood projects on host 

and neighboring 

communities 

Livelihood 
2010 - 

15 
  

Tree Planting Program and 

Reforestation projects 
Sustainability 

2011 

- 

2015 

Reforestation and Agri-

forest projects on host and 

neighboring communities 

Sustainability 
2010 - 

15 
  

Century Peak Metals 

Holdings Corporation 
Issues Year 

Apex Mining Co., Inc. Issues Year   
National Greening Program 

(NGP) 
Sustainability 2014 

Information and education 

campaigns that focus on 

environmental protection 

Sustainability 
2010 - 

15 
        

Raising and dispersal of 

anglo-nubian goats 
Livelihood 

2010 - 

15 
        

The SPES program to train 

the youth for employment;  
Livelihood 

2010 - 

15 
        

The Sumpaw ng 

Inangsabong Mansaka Inc.  
Livelihood 

2010 - 

15 
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Semirara Mining and 

Power Corporation 
Issues Year   

PetroEnergy Resources 

Corporation 
Issues Year 

The Inter-faith Forum to 

facilitate productive 

exchange of views 

Community 

welfare 

2010 - 

15 
        

The provision of technical 

assistance to the 

Indigenous Peoples on their 

Ancestral Domain 

Sustainable Programs; 

Livelihood 
2010 - 

15 
        

 

Table 3: CSR Themes Generated 

Issues Themes 

Rural Development 

Social Development Education 

Training 

Awards Social Upliftment 

Sustainability 
Environment and Culture 

Heritage 

Healthcare facilities 

Health and Safety 
Donation 

Health care 

Livelihood 

Community Welfare Community welfare 

Sports 

 

Conclusion and Recommendation 

More and more corporation nowadays are creating programs and projects that will benefit 

the well-being of the society and other aspects of the community such as the environment and its 

sustainability. This goes to show how these corporations give importance on the impact that these 

stakeholders may imply in their overall business operations and future growth prospects. This 

study investigates and examines the corporate social activities of the selected top publicly-listed 

mining companies in the Philippines. The paper used the content analysis technique in examining 

the CSR activities of the companies for the last five years (2010 – 2015). The study categorized 

the issues covered by each activity into five major CSR themes (Social Development, Social 

Upliftment, Environment and Culture, Health and Safety, Community Welfare). The results show 

that these mining companies are actively involved in promoting the well-being of the community 

specifically the environmental and livelihood aspects. However, there are some key issues in CSR 

that were not frequently covered by these mining companies. These key issues include cultural 

activities, heritage and woman empowerment. 

The content analysis revealed that the top mining companies have been increasing their 

efforts in developing their CSR actions which shows that they are already conscious on their 

mining business’ impact on the community and the measures that they need to take in order to 

preserve the society as well. The smaller mining companies may then follow the CSR activities 

that these top mining firms do in order to improve their public image to the community and also 

obtain impact in their overall course of business operations. Vintro, et al. (2012) mentioned that 

CSR can provide mining companies two main benefits, namely: improvement of the mining 
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company’s image, and improvement on the way they perform their operations. Lastly, Esteves 

(2008) added that this result is already expected in mining companies since the society and 

environment and the mining corporation’s business operations have strategic relevance. The paper 

added that all mining companies should be aware of all the implications and effects that their 

business may bring to the sustainability in the host community. 
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Abstract 

 

This study aimed to assess the level of office competencies and work qualities of the BS 

Office Administration students enrolled in their Supervised Field Experience (SFE) in the second 

semester of school year 2013-204. The respondents were categorized into SFE trainees and SFE 

supervisors.  Quantitative and qualitative methods of research were utilized in this study.   

Results showed that SFE trainees have “very good” rating on office competencies such as 

word processing, data processing, information management and transmission, and general 

managing and communication.  They obtained “very good” to “excellent” ratings on work qualities 

such as reliability productivity, cooperativeness, and independence in learning.  Ratings given by 

the SFE supervisors were consistently higher compared to the self ratings of the SFE trainees.   

Paired t-test revealed that reliability, data processing, and information management and 

transmission were highly significant on performance. 

 Using regression, an R2 value of 0.602 was obtained.  This means that the variables had a 

total contribution of  60.2%   on the performance of the SFE trainees.  However, only the variables 

“give attention to several tasks at the same time”, “age of SFE trainees”, and “keyboarding speed 

and accuracy” were found to be significant predictors on the performance of SFE trainees.   

 

Keywords:  office competencies, work qualities, supervised-field experience 
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Introduction 

 

 Long before the personal computers came into existence in the business offices, companies 

usually employ a number of workers to support each chief executives or managers of the tedious 

responsibilities that need to be acted upon within the required period of time.  Office activities are 

continually increasing due to the rapid growth of businesses throughout the global marketplace.  

This growth corresponds the need in who handles the office tasks.  

 With the introduction of information technology, office professionals and managers of the 

recent time are not likely to have the services of support staff as their full-time assistants.  Many 

managers now do much of their own office work.  An executive who often spends his time in 

travelling can just use his notebook computer to write letters, access databases, or manipulate a 

spreadsheet to complete his day’s work while being away from their offices.   

 To cope with the demands of time, people entering the workforce are expected to have 

basic office skills or competencies.  Office competencies of office professionals are basic 

requirements for many workers in performing their jobs.   

 As an institution of higher learning committed to train future office professionals  with 

sufficient competencies, the Department of Office Administration faculty wished to assess the 

office competencies and work qualities of graduating students of the BS Office Administration 

program.  

  Thus, this study was undertaken to assess the level of office competencies and work 

qualities of the BS Office Administration (BSOA) students under the Supervised Field Experience 

program during the Second Semester SY 2013-2014.  Specifically, the study aimed to 1) assess 

the level of competence of the SFE trainees in terms of the four major groups of office 

competencies: word processing, data processing, information management and transmission, and 

general managing and communicating, and 2) assess the work qualities of the SFE trainees in terms 

of: reliability, productivity, cooperativeness, and independence in learning. 

 Results of this study should be the considered in revising the existing BS Office 

Administration program to address the need of producing a competency-based curriculum. 

 

Review of Literature 

 

 Competency 

Competency is defined as a required standard of skill, knowledge, ability or behavioral 

characteristics that an individual needs to perform his/her work successfully. It is a combination 

of several factors like motives, traits, self-concepts, attitudes or values, skills and abilities all of 

which are required from an individual to function properly and satisfy the needs and interest of 

customers as well as achieve the objectives of the organization. The nature of competency is 

described as the behaviors, knowledge, and motivations that is required to be effective in a job” 

(Summers, 2004). In other words, it is a standardized requirement for an individual to properly 

perform a specific job.  

Basically there are three levels of competency requirement: 1) Organization-wide 

requirements in terms of the culture and the behaviors required at which the individual operate; 2) 

Organization-specific requirements full understanding of the strategic requirements of the business 

and the requirements of the business as reflected in the strategic areas of competence; 3) Job 

requirements in terms of personal competencies of both business professional and technical 

requirements (IAAP, 2008)). 
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The importance of assessing employees’ competency helps organizations to communicate 

desired behaviors, control costs and increase customer satisfaction. It can also serve as the 

foundation to hire, train, and develop employees.  It is necessary to continually assess the 

competency level of employees to ensure that employees in a particular job/occupation have the 

necessary skills, abilities, and attitude to perform the needed activities and achieve organizational 

objectives. Assessing the competency level of employees help management to identify individuals’ 

capabilities for better customers’ service.   

The competency level of employees is used to integrate selection, training, appraisal and 

compensation.  It is also used as a strategy to strengthen the link with organizational culture, 

results, and individual performance by emphasizing competencies that are needed across 

occupational specialties. Assessment of competency is used as a tool to help describe work and 

what is required from employees in jobs in a broader, more comprehensive way to identify and 

close the gaps in individuals’ capabilities and the requirement of the position (United States Office 

of Personnel Management, 2009).   

 Office automation has a great effect on many administrative and clerical support 

occupations.  Office activity is also increasing because of the growth of business throughout the 

global marketplace.  Modern technology is responsible for the shift.  All types of workers can 

handle office tasks because of the technology available (Feinberg, 2001). 

There are four (4) major office competencies that an employee should excel, they are word 

processing, data processing, information management transmission, and general managing and 

communication. 

 

1. Word Processing 

 According to the International Association of Administrative Professionals (IAAP), word 

processing is an important component of office competencies.  Communicating information 

effectively is important in all types of organization.  Much information is communicated using 

written documents.  Word processing is the producing of written documents such as letters or 

reports by using software programs and computers.  Usually these documents are shared in printed 

form.  Increasingly, however, written documents are shared and read online.  Word processing 

skills are needed by many workers.  Executives and managers, both general and technical, spend 

much time composing written communications (IAAP, 2008).  

 

2. Data Processing 

 Data processing is the collecting, organizing, analyzing, and summarizing of data, 

generally in numeric form.  Many positions require competency in such skills.  This type of activity 

is usually done at a computer, using spreadsheet and statistical software programs.  Though people 

think of data processing as primarily dealing with numerical data and word processing as dealing 

with text, the two processes often blend with one another.  This blending process is made easier 

by the integration capabilities of software programs.  Data processing and word processing are 

often collectively referred to as information processing.  Many workers do this type of office 

activity (IAAP, 2008). 

 

3. Information Management and Transmission 

 Information management refers to the organizing, maintaining, and accessing of data. 

Transmission refers to the communicating of information both within and outside the organization.  

A wide range of workers is likely to need the skills for information management and transmission.  
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The details they need to make decisions often require them to design their own systems.  Often 

their information must be available to others.  Following a well-designed system is the key to easy 

use of information. 

 

4. General Managing and Communication 

 General managing and communicating are broad areas that involve handling work time 

and tasks efficiently and interacting with other employees and customers.  Setting up schedules, 

meeting deadlines, and tracking the progress of tasks are aspects of general managing.  

Communicating with customers and coworkers is a common activity for many types of workers in 

a company.  Reporting on the progress of tasks, projects or budgets are also aspects of general 

managing.  Often, these reports are given orally and delivered with the use of a multimedia 

presentation.   

General management and communicating skills are critical for a wide range of employees, 

from executives to salespeople to office support staff.  Office employees must be good managers 

of their own time.  In addition, they must be skillful in guiding the work of any employees who 

report to them.  They must be able to establish priorities and follow schedules for the completion 

of tasks.  They must communicate clearly and effectively to coworkers and customers. 

 

Work Qualities 

 Work qualities of office professionals were assessed according to employee’s reliability, 

productivity, cooperativeness, and their independence in learning. 

 

1. Reliability 

 Reliability means dependability and trustworthiness.  Employers rely on employees to 

report to work on time and to devote their time on the job to completing their work.  They expect 

to be able to trust employees to keep company business confidential and to protect the assets of 

the company.  The employer considers the employee’s disposition and personality, trying to judge 

whether he or she is dependable. 

 

2. Productivity 

 Productivity is demonstrated by completing an appropriate amount of work on time and 

according to instructions.  Organizations are cost conscious, meaning that they are aware of how 

they spend their money.  Employee wages is one of the major expenses in many organizations.  

Employers expect employees to produce a reasonable amount of work and contribute toward 

achieving company goals.  Often specific, measurable standards for a day’s work are not practical.  

Supervisors and managers, however, have some level of output that they believe is reasonable for 

an employee.  Following a schedule that ensures you will complete the amount of work expected 

of you is important (IAAP, 2008). 

 An employer wants an administrative assistant who is consistently punctual and always on 

hand during office hours.  An administrative assistant who continually arrives even a few minutes 

late or who is ill frequently can cause havoc in a busy office.  This person will be passed over or 

terminated in favor of someone with greater respect for the job, an administrative assistant who is 

always punctual and always there when needed.   
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3. Cooperativeness 

Cooperativeness is the ability of employees to work with others.  Most office employees work 

with others daily.  Information must be shared, and tasks often require more than a single worker.  

Most office workers have job descriptions, but seldom do such descriptions fully describe 

everything the employee will do on the job.  Employees who believe they need to do only what is 

outlined in their job descriptions are not effective workers (IAAP, 2008). 

 

 4  Independence in Learning 

 Independence in learning is the ability of the employee to learn new things.  Companies 

expect their employees to continuously learn how to use new equipment, software, and methods 

for completing tasks.  Professional workers must have continuing education experiences in order 

to maintain their professional credentials.  This quality indicates the employee’s willingness to 

learn and his capacity for learning. 

 

Conceptual Framework 

 
 

Figure 1: Conceptual Framework showing relationship between performance rating with 

office competencies and work qualities. 
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Procedure/Methodology 

 

 This study utilized the descriptive-quantitative design.  The gathering, analysis, and 

interpretation of data were based on the research instruments, perusal and evaluation of documents, 

and verbal interview with SFE supervisors. The study was conducted at the different agencies in 

Region 10 accepting the BS Office Administration students for their Supervised Field Experience. 

 There were two (2) sets of respondents in this study.  Using complete enumeration, the first 

set of respondents comprised the BS Office Administration students who were enrolled in their 

Supervised Field Experience this Second Semester of SY 2013-2014.   The second set of 

respondents comprised the supervisors of the SFE students. 

To assure the validity of the instrument, a pretest was conducted to the BSOA graduates of 

previous years who had their Supervised Field Experience at nearby localities.   Using SPSS 

software, a cronbach alpha of 0.946 was attained, which means that the research instrument was 

valid.   

Frequency counts and percentages were utilized to describe the respondents.  Mean values 

were utilized to determine the level of office competencies of the BS Office Administration 

students under the Supervised Field Experience as perceived by both sets of respondents. An 

independent sample t-test was used to determine if the level of office competencies and work 

qualities perceived by the SFE trainees differ significantly with the perception of the SFE 

supervisors. Linear regression analysis was also used to determine which among the variables best 

predict the level of office competencies and work qualities of the SFE trainees. 

Ranking system was employed to identify problems and suggestions given by SFE 

supervisors for the improvement of the BS Office Administration program. 

 

Results and Discussion 

 

Office Competencies 

 Word Processing.  Data showed that SFE trainees had very good ratings in all areas 

pertaining to word processing as perceived by their respective supervisors and themselves.  With 

a mean rating of 4.15, the supervisors gave their SFE trainees higher rating as compared to the 

self-ratings of the SFE students (3.88).  It is worthy to note that among the variables for word 

processing skill, the SFE’s “ability to follow instruction” gets the highest rating of 4.49 (Very 

Good) followed by the “knowledge and skill in the use of word processing program” with a mean 

rating of 4.24 (Very Good). Among the identified skills for word processing, “a large vocabulary” 

had the least mean rating of 3.99 (Very Good). 

 Data Processing.  Among the variables presented for data processing skill, the trainees’ 

“ability to maintain an organized workstation” got the highest mean rating of 4.42 and followed 

by the trainees’ “ability to be consistently accurate” with a mean rating of 4.19, both have 

qualitative description of “very good”. 

Comparing the overall ratings given by the two (2) sets of respondents, the SFE supervisors 

gave higher mean rating of 4.14 (very good) than those from the SFE trainees themselves (3.84).  

Consistent with the two groups, “knowledge of arithmetic processes and statistical methods 

(formula, functions)” had the least mean rating of 3.99 (very good). 

 Information Management and Transmission.  On the information management and 

transmission skill, the SFE supervisors gave a higher overall rating of 4.24 (very good) as 

compared to the overall rating given by SFE trainees to themselves (4.07). Among the variables 
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included, the SFE trainees’ “ability to work with others” got the highest rating of 4.55 (excellent) 

as perceived by the SFE supervisors.  It was then followed by “knowledge of records management 

principles and basic filing procedures” with a mean rating of 4.35 (very good), then followed by 

the SFE trainees’ “ability to give attention to details” with a mean rating of 4.28 (very good).  

Understandably, “ability to maintain or develop an information system” had the lowest mean rating 

of 4.07 (very good).  BSOA students were not trained to become information system developer or 

programmer. 

 General Managing and Communication.   General managing and communication skills 

got the highest mean rating of 4.29 (very good) compared to the other office competencies included 

in this study. Among the competencies included in this study, the SFE trainees got an excellent 

rating (4.57) in “work in team”, followed by the “ability to establish priorities” with a mean rating 

of 4.36 and to “motivate others to complete work” with a mean rating of 4.35.  However, it is on 

the “use a personal computer and manage files” that the SFE trainees got the least mean of 4.15 

(very good). 

 Obtaining a “very good” rating on all these office competencies, it can be inferred that SFE 

trainees performed well in their respective area of assignment. 

 

Work Qualities 

 With all the competencies acquired by of an office professional, it is equally important to 

appreciate the work qualities of our employees.  These work qualities include reliability, 

productivity, cooperativeness, and independence in learning. Hence, it is important  to evaluate the 

work qualities of our SFE trainees in order to find out if the BS Office Administration program 

really equipped its students of these desirable work qualities. 

 Based on  the data gathered, table 7 presents the respondents’ perception of the work 

qualities of the SFE trainees.  Data revealed that work reliability of SFE trainees as perceived by 

supervisors was relatively higher  (4.51, excellent) as compared to the self rating of SFE trainees 

(4.46, very good).  The SFE students were rated by their supervisors as very good (4.37) on work 

productivity which was closely similar to their self-rating of 4.33 (very good).  The supervisors 

rated the trainees as excellent (4.69) on their willingness to work with team with an over-all mean 

on cooperativeness of 4.59 (excellent).  The self rating, however, is almost similar with a mean 

rating of 4.55 (excellent).  On the other hand, it was only on independence learning that the SFE 

trainees rated themselves higher (4.45, very good) than their supervisors’ ratings of 4.40 (very 

good). 

 Looking at the summary of the overall means on all office competencies and work qualities 

at a glance, table 8 shows that almost all of the identified office competencies and work qualities 

got a qualitative interpretation of “very good” except on two (2) work qualities that got a qualitative 

interpretation of “excellent”.  These findings were in accordance with the statements of the SFE 

supervisors during the informal interviews conducted during the visits.   It can be inferred, 

therefore, that the current curriculum of the BS Office Administration program provides its 

graduates these office competencies and work qualities expected of an official professional.   

 

Mean Difference of Office Competencies and Work Qualities of  

SFE Trainees as Perceived by SFE Trainees and SFE Supervisors 

An independent t-test was conducted to determine the mean difference on office 

competencies of SFE trainees as perceived by themselves and their SFE supervisors.  Table 1 

shows that two (2) of the office competencies of SFE trainees included in the study were perceived 
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significantly higher as compared by the perception of the SFE trainees for themselves.  With a t 

value of -3.039, SFE supervisors’ perception on the word processing competency of SFE trainees 

was significantly higher (P<0.003) when compared to the SFE trainees’ perception for themselves.  

In the same manner, SFE supervisors’ perception on data processing skill of SFE trainees was 

significantly higher (t, -.809; P<0.006) when compared to the SFE trainees’ perception for 

themselves.   

However, on the other two competencies : 1) information management and transmission; 

and 2) general managing and communicating, both the SFE trainees and SFE supervisors did not 

significantly differ in their perception.  This means that both groups have similar perception on 

this matter. 

 

Table  1.  Analysis of variance on office competencies of SFE trainees as perceived by SFE 

trainees and SFE supervisors. 

 

INDICATOR MEAN STD. DEV. t Sig. (2-tailed) 

A. Word Processing     

        SFE Trainees 3.88 0.454 -3.039 0.003** 

        SFE Supervisors 4.15 0.595   

B. Data Processing     

        SFE Trainees 3.84 0.568 -2.809 0.006** 

        SFE Supervisors 4.13 0.697   

C. Information Management & Transmission     

        SFE Trainees 4.07 0.515 -1.801 0.074ns 

        SFE Supervisors 4.25 0.666   

D. General Managing and Communicating     

        SFE Trainees 4.24 0.482 -0.475 0.636 ns 

        SFE Supervisors 4.29 0.628   

 

** significant at p<.001 

 

On the other hand, table 2 shows that the perceptions of the SFE trainees and the SFE 

supervisors on work qualities of SFE trainees do not significantly differ from each other.  This 

means, both groups have similar assessment on the work qualities of the SFE trainees.   
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Table 2.  Analysis of variance on work qualities of SFE trainees as perceived by SFE trainees 

and SFE supervisors 

. 

INDICATOR MEAN STD. DEV. t Sig. (2-tailed) 

A. Work Reliability     

        SFE Trainees 4.46 0.498 -0.573 0.568ns 

        SFE Supervisors 4.51 0.576   

     

B. Productivity     

        SFE Trainees 4.33 0.467 -0.465 0.643ns 

        SFE Supervisors 4.37 0.586   

     

C. Cooperativeness     

        SFE Trainees 4.55 0.485 -0.438 0.662ns 

        SFE Supervisors 4.59 0.635   

     

D. Independence in learning     

        SFE Trainees 4.46 0.553 -0.582 0.562 ns 

        SFE Supervisors 4.40 0.669   

     

 

** significant at p<.001 

 

Relationship Between Independent Variables and Performance Rating of SFE Trainees 

 The variables tested for association indicated significant relationship with performance 

rating of SFE trainees (Table 3). “Reliability” obtained the highest correlation coefficient of -0.389 

which was highly significant at p<.001 level of significance.  This means that the more reliable the 

SFE trainee is, the higher would be his/her performance rating.  This was followed by “data 

processing” with a correlation coefficient of -0.246 which is significant at p<.05 level of 

significance. This means that performance rating increases when the SFE trainee can manipulate 

data processing well.  Another independent variable that significantly correlates with performance 

rating was “information management and transmission” with a correlation coefficient of -0.236. 

The rest of the independent variables also obtained higher correlation coefficients.  However, they 

do not warrant significant relationship with performance rating. 
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Table 3.  Correlation between the independent variables and the performance rating of SFE 

trainees. 

 

VARIABLES CORRELATED WITH 

PERFORMANCE RATING OF SFE TRAINEES 

CORRELATION 

COEFFICIENTS 

P-VALUE 

   

Word Processing -0.179 0.126 

Data Processing -0.246 0.034* 

Information Management & Transmission -0.236 0.043* 

General Managing and Communication Skill -0.171 0.144 

Reliability -0.389 0.001** 

Productivity -0.224 
0.055 

Cooperativeness -0.136 
0.248 

Independence in Learning 
-0.223 0.056 

 

  **  highly significant at p<.001 

 *    significant at p<.05  

 

Regression Analysis of the Variables 

The extent of influence of each office competencies and work qualities to the SFE trainees’ 

performance rating was examined and analyzed in the regression analysis of the data. Table 4 

shows the regression analysis which revealed that all of the independent variables analyzed for 

prediction entered in the regression equation. This means that all of the office competencies and 

work qualities included in this study have their contributions to the performance ratings of their 

Supervised Field Experience (OM 98).  

Obtaining an R2 value of  0.602 means that 60.2% of the performance rating in the 

Supervised Field Experience of students was attributed by the selected office competencies and 

work qualities included in this study.  However, among the 47 variables that entered in the 

regression equation, only three variables significantly predict performance rating of SFE trainees.  

The first variable that significantly predict performance rating of SFE trainees was “give attention 

to several tasks at the same time” with a beta coefficient of -0.695 (p = 0.022), followed by the 

variable “age of student” with a beta coefficient of -0.402 (p = 0.031), and then followed by 

“keyboarding speed and accuracy” with a beta coefficient of 0.640 (p = 0.042).  All the rest of 

these competencies and work qualities have individual contribution to the performance rating of 

SFE trainees but their contribution does not warrant significant prediction on the performance 

rating of SFE trainees.  
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Table 4.  Regression analysis of selected office competencies and work qualities as predictors of 

performance rating of SFE trainees. 

 

 

MODEL 

Unstandardized  

Coefficients 

Standardized 

Coefficients 

 

t 

 

Sig. 

 B Std. Error Beta   

(Constant) .664 .506  1.313 .200 

AgeStud -.048 .021 -.402 -2.276 .031* 

GenStud .087 .113 .157 .776 .445 

A. Work Processing      

1. Keyboarding speed and accuracy .181 .084 .640 2.144 .042* 

2. Knowledge and skill in the use of word processing 

program 
-.036 .077 -.138 -.467 .644 

3. Skill in formatting and proofreading documents .018 .081 .065 .226 .823 

4. A large vocabulary .140 .093 .510 1.508 .144 

5. Proficiency with grammar, punctuation, and 

spelling 
-.057 .091 -.208 -.627 .536 

6. Ability to learn special vocabularies .039 .073 .126 .530 .601 

7. Ability to follow instructions .023 .095 .065 .240 .812 

B. Data Processing      

1. Proficiency with spreadsheets, database, and 

related software programs 
.026 .072 .117 .357 .724 

2. Knowledge of arithmetic processes and statistical 

methods (formula, functions) 
-.091 .070 -.422 -1.309 .202 

3. Ability to be consistently accurate -.160 .099 -.548 -1.623 .117 

4. Knowledge of methods of organizing and 

analysing data 
.009 .095 .035 .097 .924 

5. Ability to interpret data -.060 .082 -.269 -.726 .474 

6. Ability to prepare reports that communicate 

information in a meaningful way 
.146 .097 .549 1.510 .143 

7. Ability to maintain an organized workstation -.057 .102 -.190 -.554 .585 

C. Information Management and Transmission      

1. Identification of information needed in the 

situation  
.001 .072 .003 .013 .990 

2. Ability to maintain or develop an information 

system 
-.025 .091 -.101 -.274 .786 

3. Ability to give attention to details -.126 .099 -.426 -1.274 .214 

4. Ability to the use of established procedures .063 .077 .253 .820 .420 

5. Knowledge of records management principles and 

basic filing procedures 
-.040 .093 -.144 -.432 .669 

6. Good keyboarding skills .068 .097 .238 .694 .494 

7. Proficiency in working with database -.062 .079 -.240 -.791 .436 

8. Ability to meet deadlines and solve problems .103 .095 .420 1.083 .289 

9. Ability to work with others -.009 .095 -.035 -.099 .922 

D. General Managing and Communication      

1. Ability to establish priorities .067 .070 .202 .955 .348 

2. Establish schedules and meet deadlines .104 .111 .317 .938 .357 

3. Work in teams -.028 .123 -.094 -.231 .819 

4. Motivate others to complete work .021 .088 .078 .240 .812 

5. Use a personal computer and manage files .075 .062 .314 1.218 .234 

6. Give attention to several tasks at the same time -.173 .071 -.695 -2.438 .022* 

7. Determine the time required for completion of 

tasks 
.026 .078 .097 .337 .739 
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8. Communicate effectively both orally and in 

writing 
-.023 .073 -.087 -.310 .759 

9. Interact with many types of people at all levels of 

an inside or outside the company 
.039 .074 .146 .521 .607 

Reliability      

1. Dependability and trustworthiness -.060 .092 -.173 -.652 .520 

2. Reporting to work on time .012 .073 .049 .166 .869 

3. Devoting job time at completing work .088 .081 .309 1.085 .288 

4. Observance to business confidentiality .012 .070 .039 .169 .867 

Productivity      

1. Ability to complete work according to time and 

instruction 
-.112 .087 -.352 -1.283 .211 

2. Can finish work at lesser cost and lesser error .007 .092 .024 .073 .943 

3. Organization or work station -.064 .069 -.204 -.936 .358 

Cooperativeness      

1. Willingness to work with team members -.010 .106 -.026 -.091 .928 

2. Can do other job not related to work -.100 .080 -.380 -1.251 .222 

3. Relationship with colleagues .018 .093 .055 .196 .846 

Independence in Learning      

1. Ability to learn new technologies used in the 

office 
.115 .092 .344 1.248 .223 

2. Willingness to do advance learning -.055 .094 -.194 -.581 .566 

3. Can easily manipulate new equipment .083 .098 .322 .851 .403 

      

  R    = 0.776                 F   =  0.838 

R2  =  0.602    Sig. = 0.707 

 
 

          The  regression equation for office competence and work qualities: 

Y’  =  1.456  +  -0.695X1   +  -0.402X2   +  0.640X3   … + 0.322X47 

Where: 

 Y’  =  Performance Rating of SFE trainees 

 X1 =   Give attention to several tasks at the same time 

 X2 =   Age of SFE trainees  

   X3 =    Keyboarding speed and accuracy 

   X47=    Can easily manipulate new equipment 

 

Problems, Comments, and Suggestions 

 Listed below are the consolidated comments that are taken from an open ended question 

for the SFE supervisor identifying some problems encountered and make comments/suggestions 

for the improvement of the BSOA program. 

1. More hands-on experience for office machines; add more office machines for the students 

to learn more. 

2. Add more shorthand subjects in order to master stenographic skills. Add financial 

accounting subjects. 

3. Develop more subjects in office automation and to add more subjects relating to office 

automation. 

4. Trainees must be trained in advance with new office machines in order to have an edge 

with other trainees from other schools. 
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5. The BSOA department must see to it that the computer subjects of the students must be 

developed further. 

6. SFE Trainees must observe time consciousness and they must have self confidence in the 

office; to enjoy every task they do in the office. 

7. Focus on modernization. 

8. English communication must be improved;  

9. Trainees should undergo personality tests so that the psychologist can advise them based 

on the results of their exam and to teach them the right manners and attitudes in the 

workplace. 

10. Improve personality development subject in order for the students to gain more confidence 

to handle risks and to develop their behavior in using weaknesses as their encouragement 

to be more competent. 

11. The curriculum must provide more accounting subjects. 

 

Conclusions 

 
After a thorough evaluation and perusal of the findings of the study, the following 

conclusions are drawn: 

All the SFE trainees got very good ratings on the office competencies and work qualities 

included in this study as perceived by themselves and their SFE supervisors. 

Comparing the ratings given by both sets of respondents, the mean ratings given by the 

SFE supervisors are usually higher than the ratings given by the SFE trainees for themselves.  On 

office competencies, both the SFE trainees and SFE supervisors gave “very good” ratings while in 

work qualities “reliability” and “cooperativeness”, the SFE supervisors gave an “excellent” rating 

to SFE trainees.  All the rest got “very good” ratings.  However, mean ratings given by SFE 

supervisors and SFE trainees significantly differ only on “word processing” and “data processing”, 

and the rest of the ratings given by SFE supervisors and SFE trainees are more or less the same.  

This means that both groups believe that the SFE trainees are “very good” on these office 

competencies and work qualities. 

To find out the best predictors for performance, a linear regression was conducted.  

Although all the variables entered as predictors, only three are found to be significant in the 

performance of SFE trainees.  These are (1) “give attention to several tasks at the same time” with 

a beta coefficient of -0.695 (p = 0.022), (2) “age of student” with a beta coefficient of -0.402 (p = 

0.031), and (3) “keyboarding speed and accuracy” with a beta coefficient of 0.640 (p = 0.042).  

This means that the multi-tasking skill of an SFE trainee gives higher level of competencies and 

work qualities.  With age as one of the best predictors, this means that the higher the age of the 

SFE trainees, the higher is the level of competencies and work qualities.  In the same manner, 

speed and accuracy in keyboarding also determines the level of competencies and work qualities 

of an SFE trainee.  The rest of the independent variables are found to have some contribution to 

office competencies and work qualities, however, their contributions do not warrant significance 

to be best predictors. 

When these independent variables were tested for association with performance rating, 

three (3) variables were found to be significantly related.  “Reliability” of SFE student is found to 

be highly significant with a correlation coefficient of -0.389 (p<.001), followed by “data 

processing” with a correlation coefficient of -0.246 (p<.05), and “information management and 
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transmission” with a correlation coefficient of -0.236 (p<0.5).  The rest of the variables fall short 

of their correlation coefficients to warrant significance.  

Obtaining an R2 value of 0.602, this means that 60.2% of the performance rating in the 

Supervised Field Experience of students was attributed by the selected office competencies and 

work qualities included in this study.  The other share of the pie may be attributed by other office 

competencies and work qualities not included in this study. 

It is also concluded that the most pressing concerns brought out by SFE supervisors are 

the SFE trainees’ exposure to the recent office machines, more skills on communication, 

accounting, and computer applications.   

 

Recommendations 

 In view of the foregoing conclusions, it is recommended that: 

The BS Office Administration program has to sustain and continue in providing its students 

with the office competencies and work qualities included in this study. 

Inasmuch as only 60.2% of the performance rating of respondent is attributed by the 

variables included in this study, the department needs to look for other office competencies and 

work qualities that could probably provide significant contributions to the level of competencies 

of SFE trainees. 

Considering the pressing concerns raised by the SFE supervisors on the office automation 

competencies of the SFE trainees, it is recommended that the Department should establish a 

simulation office equipped with office equipment which are commonly used in offices.  These 

pieces of equipment should be purchased for instruction purposes.   To supplement this endeavor, 

the BSOA students should be provided with more exposures on the recent office machines.  

Revision of the existing curriculum should be done taking into consideration the suggestions to 

add more units on communication skills, accounting, and computer applications. 
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Abstract 

 

The study explores on the employability of the MBA graduates as well as how the 

employers assessed their competency based on the curriculum of the degree program and student 

outcomes. Differences on the responses of the graduates were also tested in the impact of MBA 

program to their job performance when group according to employment data. Descriptive type of 

research method was utilized in the study. Results revealed that all of the surveyed MBA graduates 

or 100 percent are presently employed locally during the data gathering. The MBA degree program 

gives them better opportunity to get new jobs, to be in a regular or permanent status and be 

considered for a job promotion. Furthermore, salaries and benefits as well as career challenge are 

some of the common reasons of MBA graduates for staying in their current jobs. They see 

themselves in five years time in the company on how they could handle responsibilities and how 

far they could move up their positions in the organization. Moreover, research skill is one of the 

competencies which obtained the least score on the job performance of the graduates. The group 

of respondents with rank or clerical position has significantly higher responses in terms of the 

impact of MBA program to their job performance compared to the group of graduates with 

professional/ technical/ supervisory and managerial/ executive positions. The impact of the MBA 

to job performance could not be considered as factor to describe the competency of the graduates 

in terms of curriculum and student outcomes. It is suggested that there is a need to strengthen the 

research activities of the graduates through the initiative of the university to conduct collaborative 

research studies with the industry where the MBA graduates are currently employed and make 

them as co-authors to maximize the utilization of their acquired knowledge and skills in addressing 

the needs and demands of their respective organizations.   

 

Key Words: employability; business administration; student outcomes; curriculum 
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Introduction 

 

Graduate Schools provide an environment for professionals to take an advanced degree 

programs to intensify their chosen career paths. The Master in Business Administration (MBA) is 

among those professional degrees that prepare the student to enter the world of business and 

employability or professional advancement may therefore be a desired outcome (MacKenzie, 

2003). HEIs must reflect on the quality of their graduates which is one way of measuring the 

performance of an institution (Prados, Peterson & Lattuca, 2005; Dotong & Laguador, 2015). The 

graduate of MBA program shall be competent and successful business leaders, managers, industry 

and academe practitioners who possess the required professional skills in leadership and 

management of business enterprises and organizations and who can apply the universal humanistic 

values and contribute to the growth and development of their community. MBA graduates shall be 

responsible professionals who can apply research skills as well as quantitative analysis or other 

problem solving techniques in their work environment as employees, business partners or 

entrepreneurs.  

Tracking the employment status of MBA graduates would provide baseline information on 

how they obtained relevant job assignments and performed their duties in the industry or academe 

while competency will be determined through the evaluation of their respective employers or 

immediate superiors. Employment means any type of work performed or services rendered in 

exchange for compensation under a contract of hire which create the employer and employee 

relations.  

The concept of employability revolves around the skills and competences of the graduates 

towards their motivation to find a job related to social, economic and cultural determining factors 

and its diverse effects on work-related, personal, economic, health-related and unemployment 

effects (Rivera et al., 2012; Laguador & Dotong, 2013). One of the factors that determine the 

effectiveness of an academic institution is through the employability of its graduates. The quality 

of graduates is very much a function of quality instruction and facilities because these will help 

ensure that graduates are equipped with the knowledge, skills and values that will enable them to 

work in their respective field (Morley, 2001; Celis, Festijo & Cueto, 2013). 

Meñez (2014) stated that earning Master degree is a self-fulfillment based on interviews 

with some of the MBA graduates from her previous study. Since most of the employed MBA 

graduates were deployed in private educational institution, they took the program as part of their 

educational benefits, and consider their enrolment a profitable personal venture. 

Determining the level of competencies of business graduates provides how the graduate 

program of LPU-Batangas delivered its outcomes effectively through evaluating the performance 

of the graduates. Baruch, Bell and Gray (2005) noted that the most prominent impact of 

competencies and skills portfolio gained was on both internal and external measures of career 

success. Business operation of every organization requires competent employees to sustain the 

competitive edge in the local and global market.  

Academic institutions like LPU-Batangas are also business enterprises that cater to the 

requirements of the clients and stakeholders. A commitment of addressing the gap is an utmost 

concern of this study to make the curriculum relevant to the needs and demands of the industry 

and the customers for sustainable graduate degree program and economic development.   
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Objectives 

 

 This study aims to determine the level of competency of the MBA graduates of LPU-

Batangas as evaluated by their employers. Specifically, it aims to identify the Employment Status 

of the respondents; to determine the impact of MBA program after graduation in terms of job 

performance; to determine the level of competency as evaluated by their employers; to test the 

difference in the impact of MBA program after graduation when grouped according to employment 

data; to test the relationship between the job performance and competency evaluation; to propose 

an action plan for the student development program of MBA. 

 

Methods 

 

 The study used a descriptive type of research method. This study focuses on the 71 MBA 

graduates of LPU-Batangas from 2013 to 2015. Total population of graduates served as the actual 

respondents. Out of 71 total populations of MBA graduates from 2013 to 2015, there are 61 or 

85.9 percent of them responded to the questionnaire sent through email and social media using 

Google Forms as online platform.  

 A survey questionnaire will be used in the study to gather pertinent data about the 

employment status, impact of MBA program to job performance and level of competency of the 

graduates as perceived by the employers/immediate superiors. In order for the survey to be both 

reliable and valid, it is important that the questions are constructed properly (Hale, 2011). The 

instrument used to determine the employment status of the MBA graduates was adapted from the 

Graduate Tracer Study prescribed by the Commission on Higher education. To check the level of 

competency of the MBA graduates, the questionnaire was taken from the curriculum of the degree 

program and the identified student outcomes while the impact of the MBA program to the job 

performance of the respondents was adapted in the Performance Appraisal for Non-Teaching 

Personnel of LPU-Batangas based on leadership brand of 4Cs with the permission from the 

Director of Human Resource Development and Management. This will be content-validated by 

the Program Chair of Business Administration, Assistant Vice-President for Academics and 

Research and one Language teacher.   

The respondents were informed regarding the purpose of the study. The data gathered were 

treated with strict confidentiality and solely used for the purpose of this study. Questionnaires for 

the graduates and employers were sent to them through Facebook and Electronic Mail from 

February 25 to April 30, 2016.   

Weighted mean, frequency count and percentage were used to describe the employment 

status of the graduates and t-test and Analysis of Variance were used to test the differences between 

and among the variables respectively while Pearson-product moment correlation coefficient was 

utilized to test the relationship between the impact of MBA program and their competency.  

The given scale was used to interpret the result of the study: 3.51 – 4.00: Very High Impact 

(VHI); 2.51 – 3.50: High Impact (HI); 1.51 – 2.50: Moderate Impact (MI); 0.51 – 1.50: Low Impact 

(LI); 0.00 – 0.50: No Impact (NI) 
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Result and Discussion 

 

There is a 100 percent surveyed MBA graduates from 2013 to 2015 were employed locally 

during the data gathering which is higher than the result of employment rating which is 96 percent 

from 2008-2012 based on the study of Menez (2014) among MBA graduates of LPU-Batangas. 

The MBA graduates choose to stay in the country and fulfill their profession while living with the 

family. Master’s degree is one of the requirements for most companies in order to promote the 

employees from their current position. It gives certain level of accomplishment for the employees 

to finish higher degree of education which means they can handle higher responsibilities and 

assignments in the organization. Findings of the study of Hay and Hodgkinson (2006) revealed a 

diversity of meanings given to MBA career success, with success generally being expressed in 

much broader terms than conventional notions of fast track career advancement. 

 

Table 1. Employment Status and Job Level Position Before and After MBA Graduation  

 Before After 

Employment Status f % f % 

Regular/Permanent 44 72.1 55 90.2 

Casual/Contractual 11 18.0 3 4.9 

Self-Employed 3 4.9 3 4.9 

Unemployed 3 4.9 0 0.0 

Job Level Position     

Rank or Clerical 27.0 44.3 10.0 16.4 

Professional, Technical or 

Supervisory 
25.0 41.0 33.0 54.1 

Managerial or Executive 9.0 14.8 18.0 29.5 

 

MBA program might help those employees under contract to get better opportunity to have 

regular status and be employed again. Most of them were given the greater chance to move in the 

corporate ladder from rank or clerical to technical or supervisory until they achieve the managerial 

position. Knowledge and skills acquired from advanced studies are important aspects in job 

promotion as well as the attitude towards work and behavior in certain condition or situation in the 

organization. Mihail and Elefterie (2006) noted that MBA studies have a positive effect on skills, 

employability and compensation and a much moderate effect on career advancement. 

Number one requirement for teachers in the academic institutions is the completion of 

Master’s degree before they can be considered for regularization aside from other conditions and 

policies of the company for this purpose. Attending advanced studies in business administration 

provides wider perspective on leadership and management towards the attainment corporate vision 

and mission. It keeps on giving up-to-date information on how to deal with problems and issues 

on a certain level or degree of responsibility.  

Therefore, professionals are now seeking for advanced studies in the graduate school to 

enhance their knowledge and skills that can be of great help to effectively and efficiently perform 

their work assignments. They keep on believing that they need to wait the right time for them to 

be considered for the next promotion and one of their preparations is through taking advanced 

studies wherein their experience in the company will be supported by their educational 

background.    
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Reasons for staying on the job 

Salaries and benefits (73.8%) served as the number one (1) with the most number of 

graduates answered as their reason for staying on the job followed by career challenge (63.9 %) 

and related to special skill (39.3%) while the least reasons are family (14.8 %) and peer (4.9%) 

influence. Celis et al (2013) also noted that salaries and benefits play a big role in staying or leaving 

the first job.  

It is considered rewarding for a job with higher salaries and numerous benefits being given 

by the company to its employees. It serves as extrinsic motivating factor to stay the employees in 

the company especially if they have proper orientation and awareness on how they will be given 

opportunity for professional growth and on how they see themselves five (5) to ten (10) years as 

member of the organization. The career path they are currently heading to gives them a sort of 

confidence that they are still on the right track with the skills related to business administration 

and the attitude they possessed towards work.   

Table 2 shows the relevance of present job to business administration, length of stay in the 

present job and estimated percentage of increase in gross monthly earning after MBA graduation.  

Graduates can really apply what they have learned from the graduate program as they go 

along with the business operations of their respective companies. The relevance of the job to 

educational qualification is always necessary to consider in the hiring process of the human 

resource management in order to avoid job mismatch to the skills of the employees. Expertise on 

the job assignment is an essential element of productivity that gives huge contribution to the 

success of the business enterprise.   

 

Table 2. Relevance of present Job to Business administration, Length of stay in the present Job 

and Estimated Percentage of Increase in Gross Monthly Earning After MBA Graduation 
Relevance of Present Job to Business Administration f % 

Very Much Related  24 39.3 

Much Related 31 50.8 

Related - - 

Slightly Related 6 9.8 

Not Related - - 

Length of stay in the present Job   

6 months and below 7 11.5 

7 to less than 1 year - - 

1 year to less than 3 years 16 26.2 

3 years to less than 5 years 9 14.8 

5 years and above 29 47.5 

Estimated Percentage of Increase in Gross Monthly  

Earning After MBA Graduation 

  

No increase yet 3 4.9 

1% to 5%               9 14.8 

6% to 10%        17 27.9 

11% to 15% 6 9.8 

more than 15%  26 42.6 

 

Almost half of them or 47.5 percent stayed in their present job for more than 5 years and 

26.2 percent of the graduates have length of service with 3 years to less than 5 years. The least 

group of graduates has stayed for less than 6 months (11.5%). It is not easy to establish respect 

and trust from other people in the company. It entails a lot of good work and requires great 

interpersonal skill to get along with all the people in the organization with diverse cultural 
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background. Staying on one job for several years and studying the culture of the organization and 

being with them in solving current issues and challenges would give a clear picture on what role a 

person needs to portray in the company which is already beyond the weight of the salaries and 

benefits.        

The given percentage of increased is based on the size and capability of the company to 

provide with the employees. It does not necessarily mean by this result that those who received 

low percentage of increase are also those employees with low salary. There might be some cases 

even they received low percentage of increase they still get higher than those with high percentage 

of salary increase.     

 

Impact of MBA Program to Present Job Performance 

MBA program provides a high impact on the present job of the graduates that improves 

their performance in keeping orderly and up-to-date records and submits ahead of time accurate, 

reliable, complete and presentable reports (3.05) and in applying sound reasoning and good 

judgment (3.00). Meñez (2014) mentioned that “graduates of Master’s degree believed that their 

skill acquired is counted as contributory to their efficiency and effectiveness in performing their 

new task” (p.17). 

Putting learning into practice is the way graduates explore the possibilities of making 

improvement in the old manner they do their tasks or assignments. Having given greater 

responsibilities in the department or in the organizations makes value to the knowledge and skills 

gained from the degree program in the graduate school.  

They also apply business leadership and management concepts and principles that are 

suitable to their respective work environments. Knowing something about the issues and 

challenges of businesses in the Philippines and abroad provides greater view on how to offer 

solutions based on sound reasoning that would contribute in creating strategic plans of the 

company.    

It also improves their performance in providing accomplished volume of work that exceeds 

the expected output within the desired time frame (2.95) and recommending new ideas, methods 

or improvisation to make the work better (2.95). However, performing tasks using appropriate 

application of technology with very little supervision (2.79) obtained the least score with high 

impact verbal interpretation. The computed mean score of 2.95 implies that the MBA program 

provides high impact on the job performance of the graduates in terms of competence. Mastery of 

the job assignments makes them work faster than the usual. In addition to that fact, further 

background and information in terms of managing the operations and leading techniques in 

financial and resource management serves as their guide to offer suggestions and some innovations 

on how to increase business performance. Meanwhile, technology-based approach to business is 

still work in progress among the organizations due to expensive acquisition of those devices, 

equipment and application software to improve productivity. Latest trends and updates in 

technology should not be the least priority of the business enterprises in order for their people to 

keep abreast of the information technology that is in demand and be updated every now and them.       

MBA program provides a high impact on the present job of the graduates that improves 

their performance in accepting willingly and performing leadership roles in various activities with 

an exceptional sense of duty and dependability (3.05) and participating in making decisions and 

implementing the activities based on strategic plans (3.00). It also provides high impact in 

providing necessary support, service and assistance for the welfare of the organization (2.84) and 

demonstrating passion for execution and sense of urgency in all tasks (2.68). However, 
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transcending personal needs when organizational concerns need to be attended to (2.63) obtained 

the least score with high impact verbal interpretation. The computed mean score of 2.84 implies 

that the MBA program provides high impact on the job performance of the graduates in terms of 

commitment. 

Maturity and professionalism are vital traits in the trade wherein very often, a systematic 

approach and a broader perspective are the results of experience in the field through possessing 

strong work ethics which is essential in achieving the goals of the organization (Nair, 2015). 

Giving higher duties and responsibilities makes them feel more valued as part of the organization. 

MBA graduates are matured enough to recognize their accountabilities and the consequences that 

will occur once failure happens in the team. It helps build a community of people with sense of 

urgency, unity and commitment to the organization that every decision they make based on their 

plans, they ensure that everyone will support each other to correct the mistakes and learn the 

lessons from their experiences.    

MBA program provides a high impact on the present job of the graduates that improves 

their performance in maintaining harmonious and friendly relations with superior, peers and 

subordinates through respecting their individual differences (3.16) and promoting positive image 

of the department through serving customers effectively (3.16). Communicating with different 

people also requires a higher level of understanding of people’s nature and attitude (Nair, 2015). 

MBA program also provides high impact in showing marked interest and pride in the present job 

by completing tasks on time (3.05) and demonstrating the significant values of the organization in 

achieving its vision and mission (3.05). However, fostering the sense of family in the workplace 

by helping co-employees with difficulty in completing some tasks (2.84) obtained the least score 

with high impact verbal interpretation. The computed mean score of 3.05 implies that the MBA 

program provides high impact on the job performance of the graduates in terms of caring. 

MBA program provides a high impact on the present job of the graduates that improves 

their performance in setting oneself as an example of moral and ethical behavior to all stakeholders 

(3.32) and practicing honesty, fairness and transparency in all my business transactions with the 

stakeholders (3.26). It also provides high impact in demonstrating professionalism in dealing with 

colleagues (3.21) and becoming a model of leadership who adheres to the policies, rules and 

regulations of the organization (3.16). A captivating and impressive personality is important for 

MBA graduates having a work profile where they have to interact with clients from different 

nations and head different kinds of projects. A strong and impressive personality is a result of two 

important traits that include confidence in one’s abilities and a superior choice. MBA graduates 

have to possess these two qualities to make a lasting impression (Nair, 2015). However, protecting 

and preserving company’s property through careful and wise use of the resources (3.05) obtained 

the least score with high impact verbal interpretation. The computed mean score of 3.20 implies 

that the MBA program provides high impact on the job performance of the graduates in terms of 

credibility. 

The leadership brand of the University in terms of competence, commitment, credibility 

and collaboration makes the MBA graduates of LPU-Batangas different from the graduates of 

other universities. The impact of MBA program to the graduates are measured using 4Cs in order 

to demonstrate its relevance to the outcomes of instruction, research and extension service of the 

University. The general findings reveal that the MBA program improves the way they perceive 

work as part of their personal and professional growth. It enhances their job performance and 

interest to serve better the customers and clients of the company. They keep in mind the attainment 



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

101 

 

of vision and mission of the organization is dependent on the consolidated performance and effort 

of every member of the institution.   

 

Employers’ Assessment of Competencies of the MBA Graduates based on Curriculum 

Employers also assessed the competencies of the MBA Graduates based on the content of 

the curriculum which is considered the heart of any educational program (Natarajan & Kumar, 

2014).  

The MBA graduates obtained a very good performance rating in terms of the application 

of the current trends in information technology through utilizing appropriate application of 

technologies in bringing outputs to the customers and other stakeholders (4.59) and in promoting 

notable behavior in managing the people towards the attainment of vision and mission of the 

organization with international perspective (3.51) as the application of Human Resource 

Management and International Business Management.   

The immediate superiors acknowledged the competence of the MBA graduates in terms of 

utilizing the application of various technologies available in the company which are essential in 

running the business smoothly leading towards a paramount customer satisfaction. Maximizing 

the use of social media is one way of putting the business visible in all ages and in all walks of 

life. Getting connected to people is now easy and disseminating information about the product is 

now cheaper because of the power of the available social networking and blogging sites.  

They were also given good performance rating in terms of their participation in the strategic 

planning of the department in the preparation and implementation of operational plans, budgets 

and controls (3.46) as the application of cost management; providing ideas or opinion during 

quality planning /meeting  of the department related to future directions of the products/services 

offered by the organization (3.39) as application of Managerial Economics/Marketing 

Management/Quality Planning and Analysis; and supporting the organization in appraising the 

firm’s financial standing and competence (3.34) as application of Financial Management is 

concerned.  

MBA Graduates were given responsibilities to participate in the strategic planning of their 

respective departments wherein their immediate superiors valued their opinion about the 

preparation for future plans of the company. Organizations practice democratic approach to 

management in order to solicit ideas and information on how to face some financial challenges of 

the business sector on the next few years.    

The performance of the graduates in building mechanisms for creating new ventures for 

the organization that affect economic development (3.27) was also rated by the employers as good 

in the application of the Entrepreneurship course and in participating in making decisions and 

managing the operations of the department focusing on strategic issues covering quality and 

process management (3.22) as application of Quality/Operations Management. This signifies that 

MBA graduates were able to contribute in the realization of the company’s mission through 

identifying areas for continuous improvement and measuring the accomplishment of various 

strategies as part of their quality management plan.    

Demonstrating the ability to analyze some legal terms and principles of commercial rules 

and regulations (3.08) as application of Business Law and applying some basic statistical tools in 

everyday business operation in the department as application of Statistics also obtained the lowest 

mean score among the indicators with good performance rating. However, the MBA graduates 

were rated with fair performance rating in conducting research related to business administration 
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or continuous improvement of the organization (2.36) as application of Research course in the 

MBA programs with the least weighted mean score.   

Research skill is identified competence with the least utilization among the MBA 

graduates. They were not able to contribute so much in the research capacity of the organization. 

Their ability to identify problems and issues in the company might not be supported with scientific 

basis which can be derived from conducting research. They might assist the department in 

searching for necessary information needed by the company operation but solving specific issues 

through observation and interviews that will be used to support their hypothesis or assumption are 

the lacking set of evidence.         

The composite mean score of 3.21 implies that the MBA graduates obtained a good 

performance rating from their respective employers as application of the MBA curriculum to their 

present job.  As Jackson (2009) mentioned that “it is important to note that perhaps only a small 

portion of an industry-relevant competency profile may be nurtured in a higher education 

environment and applied successfully in the workplace” (p.85).  

 

Employers’ Assessment of Competencies of the MBA Graduates based on Student Outcomes 

The set of student outcomes for MBA program serves as a measure to determine whether 

the students really acquired specific knowledge and skills after completing certain course or 

subject. The present study tried to evaluate if these student outcomes were being applied by the 

students through asking their immediate superior. 

Employers assessed the competencies of the MBA Graduates based on the student 

outcomes of the degree program. Competency profiling traditionally involves the deterministic 

process of devising a framework of abilities, skills, traits, values and knowledge which directly 

enhances individual performance in the workplace (Jackson, 2009). The MBA graduates obtained 

a very good performance rating in terms of applying knowledge necessary to ethically manage 

today’s business operations (3.62) and communicating effectively both oral and written in dealing 

with customers (3.57).  

MBA graduates obtained good performance rating as manifestation of student outcomes to 

their present job through thinking critically and making decisions to business case studies (3.28) 

and leading community – based activities for sustainable development (3.18). Meanwhile, 

integrating a variety of approaches and practices from various disciplines to analyze and evaluate 

organizational situation (3.13) and diagnosing accurately the competitive performances of both 

local and international enterprises (3.09) obtained the least weighted mean scores with good verbal 

interpretation. 

The composite mean score of 3.31 implies that the MBA graduates really possessed the 

student outcomes set for the MBA degree program as demonstrated in their respective work 

assignments based on the observations of their immediate superiors.   

 

Difference in the impact of MBA program after graduation when grouped according to 

employment data 

The group of respondents with rank or clerical position has significantly higher responses 

in terms of the impact of MBA program to their job performance compared to the group of 

graduates with professional/ technical/ supervisory and managerial/ executive positions as denoted 

by the computed p-values which are greater than the 0.05 level of significance. The MBA program 

gives them greater opportunity to enhance their job performance more effectively and efficiently 
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although they are still on that position, they keep on applying what they have learned from the 

program to achieve their goal of promotion.   

The group of graduates with three (3) to less than five (5) years length of stay in the jobs 

has significantly higher  responses in terms of the impact of MBA program to their job performance 

compared to other groups as denoted by the computed p-values which are greater than the 0.05 

level of significance.  They were considered in the middle group  

The group of graduates with 1% to 5% of increase in salary has significantly higher 

responses in terms of the impact of MBA program to their job performance as to competence 

compared to other groups with 6 to 10% and 11 to 15% as denoted by the computed p-value of 

0.042 which is greater than the 0.05 level of significance.   

 

Relationship between the impact of MBA program to job performance and competency 

evaluation of employers 

There is no significant relationship between the impact of MBA program to job 

performance and competency evaluation of employers as denoted by the computed p-values of 

greater than 0.05 level of significance. There is no linear pattern existed in the impact of MBA to 

job performance and competency evaluation of employers based on curriculum and student 

outcomes which might be due to the diversity of respondents and how they utilized the acquired 

knowledge from the MBA program to their respective work places. There is a large deviation on 

the data of impact of MBA program compared to competency evaluation and mostly the scores 

are closed to high and very high. This signifies that the impact of the MBA to job performance 

could not be considered as factor or basis to describe the competency evaluation as perceived by 

the employers. This can also be affected by the subjective manner of evaluation due to individual 

differences and characteristics of the employers who evaluated the graduates. There are some 

aspects on the impact of MBA program to performance that could be considered low by the 

graduates because they already possessed certain knowledge or skills on a particular 

subject/course.  

 

Proposed action plan for the MBA student development program 

The proposed action plan focuses on the three identified key result areas to be part of the 

student development program: job performance, competencies and student outcomes. The 

objectives were taken from the major variables with statements obtained the least scores. Job 

performance needs to enhance the way MBA graduates utilized applicable information technology 

in their respective work places. In terms of competencies, conducting research is the least evident 

capacity of the graduates being utilized in the organization. Meanwhile, diagnosing accurately the 

competitive performances of both local and international enterprises needs to be strengthened in 

the list of student outcomes.  

 

 

Conclusion 

 

The study explores on the employability of the MBA graduates as well as how the 

employers assessed their competency based on the curriculum of the degree program and students 

outcomes. All of the surveyed MBA graduates or 100 percent are presently employed locally 

during the data gathering. The MBA degree program gives them better opportunity to get new 

jobs, to be in a regular or permanent status and be considered for a job promotion. Furthermore, 
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salaries and benefits as well as career challenge are some of the common reasons of MBA 

graduates for staying in their current jobs. They see themselves in five years’ time in the company 

on how they could handle responsibilities and how far they could move up in the organizational 

chart. 

MBA graduates believed that the MBA program improves the way they perform their 

respective work assignments in relation to personal and professional growth. It enhances their job 

performance and interest to further commit their time and effort to better serve the customers. 

Meanwhile, the employers rated the graduates with High performance in terms of their competence 

using the curriculum. They give the MBA graduates better opportunities and greater 

responsibilities to handle management roles in the organization and participate in the decision 

making process. Employers also believed in the high performance of the MBA graduates when 

student outcomes of the MBA program was used the measuring tool.      

Furthermore, there is a significant difference in the impact of MBA program to their job 

performance when they are grouped according to position and length of stay in the job. However, 

there is no significant relationship between the impact of MBA program to job performance of the 

graduates and the employers’ assessment on the graduates’ competencies.  

The action plan for the MBA student development program was proposed in order to 

address the identified gaps in the knowledge and skill development among the graduate students.    

  

Recommendation 

 

Employers of the presently enrolled graduate school students may also be asked about the 

skills needed by their employees through Training Needs Analysis Survey so that the academic 

institution could align the course design based on the specific needs of the organizations to improve 

the performance of their human resources towards greater productivity. Employers can also serve 

as the Board of Advisers to make the curriculum of the graduate degree program offerings updated 

to ensure its relevance to actual work assignments.       

Follow-up study may be conducted to determine the extent on how they contribute to the 

economic development in provincial, regional, national or international level. Continuous 

monitoring of MBA graduates is suggested to get some information from them in terms of MBA 

curriculum review and revision as well as their achievements as professionals. Sending them 

online newsletter about the Graduate School and the activities of the University may keep them 

informed and connected to their alma mater.    
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Abstract 

 

 This study utilized the phenomenological type of qualitative research in analyzing the 

experiences of Cultural Exchange Student participants highlighting the coping mechanisms in 

facing issues/problems/concerns along the areas of accommodation facility, visa/program sponsor, 

host company (workplace), and cultural exchange program provider while on immersion. 

Recommendations to future participants on effective coping mechanisms/strategies when faced 

with similar immersion were likewise laid.  

Along the set areas, several concerns were threshed out with their corresponding coping 

mechanisms. On the area of accommodation facility, concerns include the location with an 

implication on climate and distance to workplace, few amenities and cramp lay-out providing 

inconveniences, unfriendly staff and safety and security. Whereas, a not immediate response or 

action from the visa sponsor is a main concern on this area. Moreover, several concerns were 

identified on the area of host company: nature of job/difficulty of job; work schedule; problems 

with colleagues and issues with their supervisors; benefits and compensation; work promotion, 

communication (English) problem; cultural work values dilemma; dealing with 

customers/guests/clients; and occupational and health safety in the workplace. On the area of 

cultural exchange program provider, the concerns identified were: tedious processing which 

included too many paper documents to process; and expensive air ticket to be purchased from the 

provider’s affiliate travel agency. Coping strategies were utilized were: Problem-focused and 

emotion-focused. Specifically, problem-focused coping strategies include: use of heating facilities 

and winter clothes; early preparations and acquiring of information; assertiveness and seeking of 

help; skills enhancement through observation, interaction and practice; and mediation of conflict. 

Emotion-focused coping strategies include: seeking for social and emotional support; cognitive 

reappraisal; involvement in leisure activities; venting, ignoring and postponing; aggression; 

attending religious activities; and intake of energy drink. 

It is worth noting that despite the common concerns, issues or problems they faced the 

respondents emphasized that the whole experience is very much worth it and will still recommend 

other students to grab the same opportunity. 

 

Key Words 

 

cultural exchange; immersion; coping strategies; on-the-job training 
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Introduction 

 

 Cultural immersions has been seen as a vital engagement among students across varied 

educational programs which potentially result to increased intercultural awareness and may 

encouraged a global perspective. This is in consideration for some educational programs that open 

varied job opportunities not only on one’s homeland but beyond one’s national borders. Moreover, 

study abroad is one of the major vehicles in the development of young students to be globally 

competitive. However, with a variety of world cultures, diversity on all the components of culture 

is evident.  

 The On-the-Job Training (OJT) Program of any academic course is an essential part of the 

academic curriculum for it help students be exposed to actual work settings and be able to apply 

and improve the concepts and skills they have learned in school. In the same manner, the 

opportunity provided by the Cultural Exchange Student Program for BS in Hospitality and 

Tourism Management students of Saint Mary’s University is a pivotal OJT credit experience 

among the willing and qualified students. This strengthens the goal of SMU to mold competitive 

professionals. Generally, as part of providing a well-polished and improved OJT experience it is 

then deemed necessary to analyze the Cultural Exchange Student Program highlighting the coping 

mechanisms used by the students in facing issues/problems/concerns along the areas of 

accommodation facility, visa/program sponsor, host company (workplace), and cultural exchange 

program provider while immersing abroad with the 3-4 months participation on the program. 

Recommendations to future participants on effective coping mechanisms/strategies when faced 

with similar immersion were likewise laid.  

 

 

Statement of the Problem 

 

 This study aims at capturing the issues/problems/concerns the cultural exchange students 

encounter in their stay at the United States of America for the Work and Travel (WAT) Program 

of the US State Department. Specifically, it would like to: 

1. Profile the respondents/ cultural exchange student. 

2. Identify issues/problems/concerns the cultural exchange students encounter during their 3-4 

months stay in the USA along the areas of: accommodation facility, visa/program sponsor, Host 

Company (workplace), and Cultural Exchange Program Provider. 

3. Discuss coping strategies the students undertake to address issues/problems/concerns. 

4. Enumerate ways to improve the stay of WAT participants for the succeeding batches 

(respondent’s recommendations). 

 

  



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

108 

 

Conceptual Framework 

 

 

 

 

 

 

  

 

 

 This research uses the IPO (Input, Process, Output) model. The first box contains the 

profile of the participants and the issues/problems/concerns encountered during the students’ 

cultural immersion. The second box includes the necessary process this research utilized. Because 

this study is a qualitative exploratory study, it will employ the use of focus group discussions with 

the participants. The planned result as reflected on the last box will be the coping 

mechanisms/solutions the students undertake to address issues/problems/concerns encountered 

from the cultural immersion and their recommendations for an improved conduct of such program. 

 This research study is an exploratory research of the experiences of the Hospitality and 

Tourism Management students of Saint Mary’s University who were part of the Cultural Exchange 

Student Program. Specifically it wanted to focus on the issues/problems/concerns that they faced 

during the duration of the work abroad experience and the coping mechanisms they used to address 

such issues/problems and concerns.  

 

Results and Discussions 

 

A. Respondents’ Profile 

Profile of Respondents According to Gender and Program 

Gender MALE FEMALE TOTAL 

HRM 4 3 7 

Tourism 1 14 15 

TOTAL 5 17 22 

  

 The subjects of the study are the thirty-four (34) 2015 cultural exchange students from the 

HTM department. There were 13 HRM majoring students and 21 Tourism majoring students. On 

the three scheduled FGDs, 22 students were able to attend. From the table shown above, there were 

more female participants of 17 compared to male which is 5. Program wise Tourism respondents 

are 15 compared to 7 HRM respondents. The cultural exchange program or also called as the Work 

and Travel Abroad program generally appeals to Tourism students because of the term “Travel”, 

that motivates them to participate. One of the respondents even said that, the name connotes 

fieldtrip. 

 

  

Coping mechanisms/solutions 

the students undertake to 

address 

issues/problems/concerns 

encountered 

 

 Recommendations for Improved 

Conduct of Cultural Immersion 

 
Focus-Group 

Discussion 

 

 

 
Profile of Participants 

 

Issues/problems/ 

concerns encountered 

during the cultural 

immersion 
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Profile of the Respondents According to Job Position 

 
Job 

Position  

Food 

Service, 

Retail 

Sales, 

Stand 

Worker, 

Cashier 

Food 

Service 

Worker 

House-

keeper 

Resort 

Worker 

Restau-

rant 

Worker 

Retail 

Store 

Worker 

Ride 

Atten-

dant 

Sales 

Associates / 

Photographers 

Super-

market 

Associate 

Theme 

Park 

Associate 

Water 

Park 

Atten-

dant 

HRM 1 1  1 1    2  1 

Tourism 1 6 3   1 1 1  2  

TOTAL 2 7 3 1 1 1 1 1 2 2 1 

  

 The table above shows that 7 or about 32% worked as food service workers, 3 or 14% as 

housekeepers, 2 or 9% as food service, retail sales, stand worker, cashier, 2 as supermarket 

associates and 2 as theme park associates. These job positions were specifically chosen by the 

respondents during the application process as early as first semester of SY 2014-2015, and are 

very much related to the programs the respondents are enrolled to in the university, which is 

BSHTM (Hospitality and Tourism Management). 

Profile of Respondents According to State being Deployed to 
State California Colorado Florida Illinois Maryland New 

Jersey 

New 

York 

Texas Wisconsin 

HRM  1 2 1   1 1  

Tourism 7  1 3 1 1 1  2 

TOTAL 7 1 3 4 1 1 2 1 2 

  

 The table above reveals that 7 out of 22 respondents or about 32%,  stayed in California, 4 

(18%) in Illinois, 3 (14%)  in Florida, 2  each (9% each) in New York and Wisconsin, and 1 each 

in the states of Colorado, Maryland, New Jersey and Texas. A common factor that most of the 

respondents consider in choosing which state to go is the presence of relatives. This is true for 

some respondents who were in California and Illinois. Whereas, there are few respondents who 

don’t have any relatives in any states in the US, but chose a certain place because of a certain 

appeal such us the tropical-like ambiance of Florida, the climate different from the Philippines, 

that is, the presence of snow in New York and Colorado, the country or provincial appeal of 

Maryland, New Jersey, Texas and Wisconsin. 

 

B. Issues/problems/concerns the cultural exchange students encountered along the areas of: 

Accommodation Facility, Visa/Program Sponsor, Host Company (workplace), and 

Cultural Exchange Program Provider with corresponding Coping Strategies 

This research also investigated the encountered problems, issues and concerns of the 

respondents as well as the corresponding coping strategies they used during their cultural exchange 

immersion specifically along the areas of Accommodation Facility, Visa/Program Sponsor, Host 

Company (workplace) and Cultural Exchange Program Provider.  

Majority of them have a generally good experience on their housing except for the 

following incidental concerns from several respondents such as the cold weather; travel distance 

from the accommodation facility to their workplace; discrimination; relationship with their 
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housemates; size of the room; problems in amenities and staff and safety of housing unit.  Specific 

coping strategies mentioned for these concerns are as follows: looking for direct and available 

solutions to their immediate concerns and having advanced preparations such as having adequate 

information about the state they will be going to.  

Meanwhile, some respondents rated their Visa/Program Sponsors as reliable, however, 

some also mentioned inconsistency because of the following issues: unavailability of the 

coordinator when they need him/her ; slow or no replies during queries about their concerns. There 

seems to be cognitive coping mechanism used by the respondents having this concern: acceptance 

that a little action of their Visa/Program sponsor is better than nothing at all.  

Among all the areas, it is in their host companies or workplaces where there are a lot of 

issues/problems/concerns that were identified. This includes issues/problems/concerns about the 

nature of job/ difficulty of job; work schedule; problems with colleagues; benefits and 

compensations; work promotion; communication; cultural work values dilemma; dealing with 

customers/guests/ clients and , and health and occupational safety in the workplace. For the Nature 

of Job/ Difficulty of Job the identified concerns are: heavy workload; huge numbers of customers; 

physical difficulties of workload especially among female respondents. As for the Work Schedule 

issues, they reported overtime and forced undertime; difficulties in work shifting; lack of rest days. 

The specific issue under Problems with Colleagues are cultural diversity of workmates; work 

gossips; jealousy. Meanwhile, their sole problem with their Benefits and Compensations is the 

underpaid for the service rendered on overtime. When they were Promoted in their wok they 

experience jealousy among their workmates. Communication barriers were also reported as 

follows: initial problem on the use of the English language as their primary mode of conversation 

and understanding American accent. As for the Cultural Work Values Dilemma they have 

compared that heavy workload were given to female respondents which are normally given to 

male; not being allowed to help old workers in their job and not being allowed to help coworkers 

while on break. In terms of Dealing with Customers/Guests/Clients, they found it difficult to 

understand their customer’s needs and wants and the bulk of customers test their patience. Lastly, 

they reported problems on Health and Occupational Safety in the Workplace such as having jetlag 

on the first few days they arrived; heavy workload cause tiredness and fatigue; workplace 

accidents; cold climate condition triggers sore throat; visual harassment, and use of illegal drugs 

by workmates. To deal with this various workplace issues, the respondents made used of various 

adaptive and maladaptive coping mechanisms which includes asking and recognizing possible help 

from other people; thinking about their salary and compensation as a source of motivation; taking 

energy drinks; confrontation; acceptance of situation; examining their own value systems; 

postponement of attention towards health concern; knowing their rights in the workplace, and 

assertiveness.  

There seem to be a consensus on the problems/issues/concerns faced by the respondents 

about their Cultural Exchange Program Provider: processing was quite difficult especially for 

those without parents or relatives in the USA for the RGA (Return Guarantee Agreement); 

processing is costly; processing is lengthy, starting as early as August, and coaching was not 

enough.  

It is worth noting that despite the common concerns, issues or problems they faced the 

respondents emphasized that the whole experience is very much worth it and will still recommend 

other students to grab the same opportunity. 
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C. WAT participants’ recommendations to improve the stay of future or succeeding 

batches. 

 For an enhanced preparation for students who will participate in the Cultural Exchange 

program, the respondents recommend the following: 

 That there is early preparation for documents to be secured or completed. This also includes 

planning ahead of time the itinerary whenever there is a need to travel to Manila. In 

addition, when traveling to Manila for necessary document processing, make certain that 

related documents are ready or on-hand. 

 To have companions to travel with. This might have been raised by an individual who see 

the importance of being accompanied with, in oppose with individuals who are used to 

travelling alone or prefers to travel without any companion. 

 To secure documents in preparation for the Cultural Exchange program, considering that 

much time is required, patience is also a must. 

 As much as possible, practice speaking English often times. This will contribute in the 

students to gain greater confidence in the use of the English language. In addition, watch 

movies or YouTube when relevant to getting practice the English language. The Practical 

Spoken English Program (PSEP) included in the college curricula in SMU has a huge help 

for the students, together with the mock interview students had underwent as part of their 

pre-OJT activities in the university. It is recommended then that these activities continue 

in preparation for OJT. 

 Despite the mentioned concerns, the respondents emphasized the whole experience is very 

much worth it and will still recommend other students to grab the opportunity of 

participating to the cultural exchange program or the Work and Travel abroad program of 

the United States of America. 

 

Conclusions 

 

1. Most of the cultural exchange participants are female tourism students working as food service 

worker deployed in the State of California. Tourism students are generally highly motivated to 

participate in the cultural exchange program for the reason that the American dream appeals to 

them, with the chance of working and travelling abroad at the same time. 

2. It is concluded that given such international on the job experience through participation in a 

cultural exchange program, issues/problems/concerns are inevitable along the areas of: 

accommodation facility, visa/program sponsor, host company (workplace), and Cultural Exchange 

Program Provider. The greatest number of issues/problems/concerns were encountered at the host 

company for the reason that participants spend the most number of their hours of stay in their 

workplaces. 

3. It is concluded that the coping strategies are primarily an imminent (spur of the moment) or 

come what may solutions. Considering that the participants are literally far by distance from the 

usual place called home to them, whatever reasonable coping strategy at a reasonable reach are the 

solutions they have. This includes solutions as provided by the presence of relatives, friends they 

have made, and schoolmates/classmates. In addition, the typical conservative attitude of a Filipino 

such as the “bahala na” (come what may), is observed. Patience as a virtue is likewise noted, as 

source of coping mechanisms against the issues/problems/concerns. 

4. Despite the difficulties the participants had been challenged with in their 3-4 months stay in the 

USA, they themselves had provided recommendations from their own perspectives on how to 
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improve the stay of future or succeeding batches. These recommendations were practical and 

reasonable recommendations.  

 

Recommendations 

 

 Cultural Exchange Students. The results of this study in a way will help concern students 

on their preparation for participation in this cultural exchange program. They would be able to 

anticipate the possible issues/problems/concerns they might be facing once they are already in a 

foreign land and be able to decide what practical adaptive coping mechanisms to be applied. With 

a different culture overseas, it is suggested that students stick with their original culture with 

reasonable adjustment (within the reasonable boundaries). But they need to consider themselves 

to be more vigilant and/or assertive especially if the situation calls for it. For instance, prior to 

acceptance of the accommodation facility to be rented or leased, check the entirety of the facility 

itself. If damages or defects are found, these are to be reported ahead of time for immediate actions. 

This may also avoid charging of damages during the duration of stay, which may have potentially 

been there prior to checking in. In addition, the strong Filipino values are to be maintained and 

always practiced. 

 Cultural Exchange Program Provider. It is suggested that it will continue strengthen the 

manner of orientating participants to this program from the start of application up to departure, so 

as the participants be able to prepare early which includes getting familiar with the State the student 

will be visiting to. In addition, it is suggested that the cultural exchange program provider consider 

the possibility of looking for affiliate travel agencies which may offer more affordable airfares for 

its participants. 

 Host Company. It is recommended that host companies continue to patronize Filipino J1 

students for the latter’s cultural exchange immersion or experience. Moreover, it is suggested for 

some host companies to hire more workers to lessen the too much working hours schedule or 

overtime hours among its employees. Thus, this may contribute to enough or reasonable rest for 

its employees to be able to maintain work productivity. 

 Host School/Department. With the results of the study, the host school is recommended 

to continue assist and monitor students who intend to participate on this program. In addition, it is 

suggested that a regular forum of former participants be conducted before lower year students who 

wish to join the program. The forum will encompass the early dissemination of information across 

areas relevant in the preparation for participation to a cultural exchange program. Furthermore a 

specific assistance to students may include the provision of continuous English Language 

Proficiency trainings (as may be embedded on the programs being enrolled by the students in the 

university). Likewise, such training may contribute to students being easily adaptable to the 

English language of other nationalities whose proficiency may not be as good as the proficiency 

of Filipinos. 

 Visa Sponsor/s. It is suggested that a more efficient mechanism in addressing concerns or 

problems from participants be considered. This includes faster response to text messages or calls, 

or an alternative person in contact if in case the coordinator may not be available on a certain date. 

 Future Researchers. It is recommended that future studies in relation to cultural exchange 

programs or related student activities especially in foreign land be conducted for the benefit of the 

activities’ stakeholders. Moreover, it is recommended that another study on problems or concerns 

of employers or host companies in relation with their employees/workers be conducted to validate 

the FGD results of this study. 
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Abstract 

 

To be able to cope up with the international standards of foreign universities and colleges, 

higher education in the Philippines are seeking new ways of designing education to improve the 

existing educational system as well as to prepare learners in facing the challenges of the 21st 

century. This brings about the shift from the traditional content based education toward Outcomes-

based education (OBE). The study aimed to determine the status of implementation in terms of 

practices and environment as well as its usefulness in terms of academics, attitudes and instructions 

of OBE for Customs Administration Students of Lyceum of the Philippines University – Batangas 

(LPU-B). Significant relationship was also tested between the extent of implementation and the 

level of usefulness of OBE and; and an action plan to address the identified concerns in the 

implementation of OBE was proposed. This research study provides the LPU-B management 

where the teaching and non-teaching staffs are presently employed an in-depth understanding of 

schools further improvement and development. This serves equal importance to the professors of 

Business Administration for they will be more aware on the effects of OBE in regards to student’s 

self-expression. This also provided insights, especially with customs students of how OBE 

learning will help them in their future careers.  

 This study made use of the descriptive method of research wherein the quantitative data 

were gathered using a survey questionnaire to determine the level of usefulness of OBE and the 

extent of its implementation at LPU – B as well as the significant relationship between the two. 

The principal instrument used to gather data was the modified questionnaire based from the 

previous researches related to the study entitled Status of Implementation and Usefulness of 

Outcomes-Based Education in the Engineering Department of an Asian University by Borsoto, 

Laguador et al (2014). The results were evaluated using statistical tools such as Weighted Mean 

and Pearson Product Moment Correlation Coefficient.  

 Based on the results, Outcomes-based Education is implemented in both aspects of 

practices and environment as perceived by customs administration students. Respondents assessed 

that Outcomes-based Education as very useful in terms of academics, attitudes and instructions 

and the level of usefulness of outcomes-based education is related to its level of implementation 

to customs administration students. 

 The researchers recommended that the college may have a continuous and sustainable 

monitoring of the implementation of OBE through the use of data base system and improve the 

monitoring system of the implementation of OBE through seminars and additional assessment 

examination and the customs curriculum must always be updated with the current trends and needs 

of the industry to prepare the graduates and demonstrate the core competencies expected of them 

in the workplace. 

mailto:macatangayangie@yahoo.com.ph
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Introduction 

 

Education is designed to provide learning and knowledge and to enhance the skills and 

abilities of every student in order to bring competence and guide them with positive attitudes and 

values. Quality education is considered as an important factor to produce globally competitive 

professionals in order to build a strong nation and to bring out the best way to get along with global 

competition (Biggs and Tang, 2010). In trying to strengthen the quality assurance system in 

Philippine higher education, institutions of higher learning were mandated to upgrade higher 

education curricular offerings to international standards (Valdez, 2012). 

There is a growing worldwide concern among the stakeholders of education that the present 

educational system does not prepare students adequately for life and work in the 21st century 

(ncrel.org). In order to remain responsive to these challenges, Higher Education Institutions (HEIs) 

need to continuously assess correctly the organization’s strategic needs and ever-evolving business 

process requirements in terms of core, operational and management competencies. This has 

prompted many educators across the globe to explore new ways of designing education including 

a review of the curriculum, the instructional processes and the methods of assessment in order to 

cope up with international standards (Laurel, 2012). 

This brings about the shift from the traditional content based education toward outcomes 

based education. Outcomes-based education is an approach to education as well as a type of 

learning process wherein decisions about the curriculum are driven by the exit learning outcomes 

that the students should display at the end of the course (Caguitla, et. al. 2013). 

To be able to cope up with the international standards of foreign universities and colleges, 

higher education in the Philippines are seeking new ways of designing education to improve the 

existing educational system of the country as well as to prepare students in facing the challenges 

of the 21st century. OBE responds to the needs of stakeholders—industry, alumni, faculty and 

even students (Lahoz, 2013). 

In Lyceum of the Philippines University - Batangas, OBE implementation started in AY 

2011-2012 through careful review and revision of syllabi and curricula. The University like many 

other universities in Asia deals with rapid and continuous challenges brought about by 

technological advancements and global demands. Javier (2012) stated that as an educational 

institution, it has to deliver the products and services necessary to achieve the outcome it intends 

to produce. More so, Laurel (2012) added that OBE is a new trend in education; therefore, all good 

institutions abroad are doing it. He mentioned that there is no excellent school without OBE.  With 

OBE, administrations and faculty members can work closely with students. Soon, all institutions 

in the country will be implementing OBE (Caguimbal, 2013). 

Thus, the researchers have conducted this study. Awareness about this wide 

implementation of OBE greatly affects the researchers being  student of this University. Therefore, 

this study will help the customs administration students of LPU-B to adequately prepare them to 

be competent and knowledgeable for best career opportunities.   Since LPU-B is implementing 
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OBE, it is very essential to go in depth into the level of usefulness of OBE. Lastly, the researchers 

believe that conducting this research will greatly enhance the richness of learning and discovering. 

 

Objectives of the Study 

 

The study aims to determine the status of implementation and usefulness of Outcomes-

based Education (OBE) among Customs Students of LPU – Batangas. 

Specifically, the researchers seek to assess the status of implementation of OBE in LPU as 

perceived by customs administration students in terms of practices and environment; determine 

the level of usefulness of OBE in terms of academics, attitudes and instructions; test the significant 

relationship between the extent of implementation and the level of usefulness of OBE in Customs 

Administration and; propose an action plan to address the identified concerns in the 

implementation of OBE. 

 

 

Literature Review 

 

The move towards mass higher education is inseparably connected to the modern 

knowledge society. There is an increasing demand for higher education qualifications in most 

segments of the labor market, and a rising demand that students should develop transferable or 

generic skills in addition to subject-specific qualifications (Aamodt, 2008). Higher education, 

being one of the most important sectors in our community, is facing new demands to account for 

its contributions. Today, broader set of criteria and indicators should be developed in order to 

sustain quality. 

Concerns that the education system cannot adequately prepare students for life and work 

in the 21st Century have prompted people across the country to explore new ways of designing 

education. It is mentioned in Education Commission of the State that the shift toward outcome-

based education is analogous to the total quality movement in business and manufacturing 

(americandeception.com). 

 

Outcomes-Based Standards in Philippine Higher Education  

 About 1, 250 institutions provide higher education in the Philippines: 98 state universities 

and colleges (SUC’s); 105 Commission on Higher Education (CHED) supervised institutions; 35 

local universities and colleges; 14 other government schools; 1,030 core of the entire Philippine 

education system. It is responsible for development of high level professions that could provide 

leadership for the nation (Albay et. al, 2013). 

CHED strongly advocates a shift from a teaching- or instruction-centered paradigm in 

higher education to one that is learner- or student-centered, within a lifelong learning framework. 

A learner- or student-centered paradigm in higher education entails a shift from a more input-

oriented curricular design based on the description of course content, to outcomes-based education 

in which the course content is developed in terms of learning outcomes. In this paradigm, students 

are made aware of what they ought to know, understand and be able to do after completing a unit 

of study. Teaching and assessment are subsequently geared towards the acquisition of appropriate 

knowledge and skills and the building of student competencies. In a student-centered, outcomes-

based approach to education, the development of these learning competencies is the expected 

outcome of higher education programs (CHED, CMO No. 46, s. 2012). 
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OBE has various interpretations. There are, for instance, at least two different curriculum 

frameworks associated with the term – the “strong OBE” and the “weak OBE”. The strong OBE 

is designed to cover the total system and is organized around the achievement of authentic 

outcomes that will enable students to fulfill the complex life roles they will ultimately assume as 

adults. Although CHED recognizes the importance of the complex roles students will perform in 

the future, these roles are not made to function as the organizing theme of the Philippine higher 

education program curriculums. CHED subscribes to a more eclectic approach that resonates with 

a weak OBE, which is mixing OBE with other curriculum approaches and is open to incorporating 

discipline-based learning areas that currently structure HEI curriculums (CHED, CMO No. 46, s. 

2012). 

Killen, in his book entitled Effective Teaching Strategies: Lessons from Research and 

Practice (5th edition, 2009) defines two basic types of outcomes from any educational system. The 

first type includes performance indicators such as completion or graduation rates, licensure 

examination results, post-course employment rates, etc. The second type is less tangible and is 

usually expressed in terms of what students or graduates know, are able to do, or are like as a result 

of their education. It is this second type of outcomes that is normally implied when OBE is being 

discussed and that will contribute to success of employability. 

In the study of Hader (2011), entitled “William G. Spady, Agent of Change: An Oral 

History” he included how Spady developed four key principles of OBE, which are as follows: 

Ensure clarity of focus on outcomes of significance. The ultimate goal of curriculum design and 

instruction is the outcome. Schools work to carefully align curriculum, instruction, assessment and 

credentialing with the criteria and processes of the intended outcomes; design down from ultimate 

outcomes; emphasizing high expectations for all to succeed. OBE produces outcomes that serve 

as high level of challenge for students, and all are expected to accomplish them at high 

performance levels and; provide expanded opportunity and support for learning success. Time 

should be used as a flexible resource rather than a predefined absolute in both instructional design 

and delivery to better match differences in student learning rates and aptitudes. Educators should 

deliberately allow students more than one uniform routine chance to receive needed instruction 

and to demonstrate their learning successfully.  

According to Sze San (2008), experts say traditional education primarily focuses on the 

resources that are available to the students which are called inputs. The proponents of the new 

paradigm say that Outcomes-based Education (OBE) is a performance based approach to creating, 

implementing and evaluating the curriculum. It is student centered and focuses on student 

performance. Program specifications define the students in terms of what they can do at the end of 

a program or a particular level of study. It emphasizes setting clear standards for observable 

measurable outcomes. CHED strongly advocates this shift from a teaching- or instruction-centered 

paradigm in higher education to one that is learner- or student-centered, within a lifelong learning 

framework. A learner- or student-centered paradigm in higher education entails a shift from a more 

input-oriented curricular design based on the description of course content, to outcomes-based 

education in which the course content is developed in terms of learning outcomes. In this paradigm, 

students are made aware of what they ought to know, understand and be able to do after completing 

a unit of study. 

Christison and Murray (2014), included Spady’s definition of outcome as the peak of 

learning; it is what the student should achieve at the end of a course. Outcomes may include a 

range of skills and knowledge which contributes a lot to employability. Learning outcomes 
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resulted to a broader set of expectations about what students should acquire from their studies. 

This will affect not only teaching in higher education, but also the assessment of students learning.  

In essence, Outcomes-based education is primarily concerned with program output, what 

graduates can do (career opportunities) while traditional content based education is focused on the 

program inputs (what students are taught and how much). Spady further states that outcomes-based 

education is designed so that all students are equipped with the knowledge, skills and qualities 

needed to be successful after they exit the educational system which is the career opportunities 

(Hader, 2011). In the study conducted by Roa et. al. (2010), it has been proven that intellectual 

skills contribute to employability; specifically, the ability to generate new idea and to discover 

rules and principles. In this system, students can excel with their own interest and acquire 

knowledge in different ways in no particular time. 

Dr. William Spady, the father of OBE, proposed three basic assumptions in his book “OBE 

Paradigm”; these are: all learners can learn and succeed; success breeds success and teaching 

institutions control the conditions of success (Hader, 2011). In OBE, what students should learn 

must be identified first, followed by how they are going to learn these. The assessment of teaching 

strategies will be dependent on the desired learning outcomes unlike in the traditional planning, 

the lessons that should be learned will be identified first and from these lessons the outcomes will 

be identified (Acharya, 2014). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Figure 1 the Three Circle Outcome Model 

 

Davis, Harden and Crosby’s three circle outcome model were represented in the study of 

Castillo in 2014. The inner circle represents tasks done by the professional: doing the right thing. 

The middle circle represents the approach taken to the tasks; it emphasizes the necessity for 

knowing not only what to do but why and how to do it: doing the thing right. The outer circle 

represents the personal attributes and professionalism: the right person doing it.  

HEIs are expected to educate students in their chosen discipline and to prepare them for 

employment or practice of profession. Revisions made to the curriculum to align with OBE will 

help the graduates meet the required skills in fast changing and global standards workforce needs 

(Bay, 2013). While employers sometimes complain that HEIs fail to produce graduates with the 
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skills that they require, HEIs often respond that students are not being prepared to meet the needs 

of any particular job or employer but rather they are equipped for a variety of employment 

opportunities, including self-employment. Dialogue between HEIs and employers is a possible 

solution for this disparity.  

Furthermore, the curriculum must help the students to develop their mental ability to 

quickly analyze problems that they might encounter in the field of customs (Bathan, 2014). 

It is important that when formulating learning outcomes for any program, course or 

module, the writer should take into account the transferable skills which are being developed on 

achievement of the learning outcome, thus aiding the employability of the students. It is also 

important that the views of employers should be taken into account (Turunen, 2012). 

In a presentation by Armenta in 2014, he emphasized that OBE has three major learning 

outcomes that are very important in employability. These are knowledge, understanding, skills and 

attitudes.  

The study by Turunen (2012), claimed that in outcomes-based approach, the curriculum is 

concerned with both content to be learned and the behavior to be developed. This will involve far 

more than merely writing a wish list of desirable outcomes.  

The global trend towards defining qualifications in terms of a set of expected learning 

outcomes, or desirable graduate attributes, has challenged HEIs. The main and important 

requirements for any outcomes based qualification are clear understanding of the goals and 

objectives of the program, and the teaching methods or strategies that are able to support the 

development of the required competencies. Assessment procedures which can be the basis for 

monitoring whether the targets are being met or not is also important.  

For HEI today, conforming to international standards is no longer an option or an 

aspiration; it has become an obligation. It is stated in the study conducted by Castillo (2014), that 

a measure of international standing of an HEI is the ability of its graduates to secure employment 

or to practice profession across borders. HEIs have to produce graduates with relevant 

competencies that respond to the global challenges and development needs.  

It should be noted, however, that the achievement of few graduates is not a sufficient 

indicator of international standing; it is the achievement of many that matters well. It is a welcomed 

development that CHED had finally decided to shift to an outcomes-based higher education 

system, devising its own eclectic approach and not subscribing to a one-size-fits-all model of OBE. 

Though CHED, through PSGs, will be providing the core competencies of graduates for each 

higher education program, HEIs can still practice their academic freedom in formulating their 

programs’ learning outcomes based on their respective visions and missions.  

It is therefore a must for every responsible teacher, lecturer, instructor or professor to equip 

himself or herself with more knowledge as regards to OBE through more readings, attendance to 

seminars and continuing professional education (Castillo, 2014). 

 

Methods 

Research Design  

 This study used descriptive method of research wherein the quantitative data were gathered 

using a survey questionnaire to determine the level of usefulness of OBE and the extent of its 

implementation at LPU – B as well as the significant relationship between the two. 

Descriptive type of research used systematic observation to describe a specific behavior. 

Descriptive researchers created very detailed records and observed many subjects but it cannot 



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

121 

 

make predictions or determine causality. It simply identifies behaviors and describes the behavior 

and the participants (Matus, 2009). 

 

Participants 

 The researchers were able to obtain 62 customs administration students as respondents 

from total population of 292, applying simple stratified sampling. The 62 respondents are consist 

of 15 first year students, 15 second year students and the remaining 32 came from third year 

students. The respondents were chosen through random sampling. 

 

Instruments 

 The researchers used questionnaire which is modified based from the previous researches 

related to the study entitled “Status of Implementation and Usefulness of Outcomes-Based 

Education in the Engineering Department of an Asian University” by Borsoto, Liezel et. Al. 

(2014). The researchers consulted their adviser in the preparation of the questionnaire, which has 

two parts. The first part consists of questions about the status of implementation of OBE as 

perceived by the Customs students in terms of practice and environment respectively. The second 

part consists of questions about the level of usefulness of OBE in terms of academics, attitudes 

and instructions respectively. The questionnaire was checked and validated by the adviser and 

statistician through content validation and was undergone through test – retest analysis and 

obtained high reliability score.  

 

Procedures 

 The researchers selected the topic for the research proposal and presented it to the adviser 

for consultation. 

 To have sufficient data, the researchers used the basic method which is the utilization of 

library. Most of the time given was used for gathering relevant information from various resources 

such as books, published and unpublished theses. Also, with the help of the internet they gathered 

the information about the nature and implementation of OBE. 

 Then, the researchers formulated set of questions that was presented to the thesis adviser 

for approval of the questionnaire which was used as the main instrument to gather sufficient data 

and information. Before administration, the questionnaires were distributed to some customs 

students for validation. The researchers personally distributed the questionnaires to 62 customs 

students through random sampling of LPU – B with the content of the questionnaires explained to 

them clearly and stated that answers will be treated with confidentiality and will be used for this 

study only. One hundred percent retrieval rating of the accomplished questionnaires was done 

immediately after the distribution. 

 

Data Analysis 

 

After collecting the questionnaire, the answers were tallied, tabulated, analyzed and 

recorded using the statistical tool most appropriate for the study. The following statistics were used 

in this study: 

Weighted Mean was applied to consolidate the answers of respondents to each question. 

Ranking was used to derive the highest and lowest points of weighted mean from the set 

perceptions and determinants of OBE. Composite Mean was used to get the average mean to come 

up with general results of students’ response for each part of the questionnaire. It was used to 
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determine the usefulness of OBE and the status of its implementation.  Inferential statistics was 

used in this study such as Pearson Product Moment Correlation Coefficient. It was used to test the 

significant relationship between the usefulness of OBE and its extent of implementation.  

 

 

Results and Discussion 

 

Table 1.1 

Status of Implementation of OBE in terms of Practices 

Indicators WM VI Rank 

1. Learners know exactly what is expected from them as unit 

standards make it very clear what is required from them. 
3.32 I 4 

2. Well – defined assessment criteria that are clear to both teachers 

and learners on how assessment will take place. 
3.35 I 1.5 

3. More objective assessment and fair result of the predetermined 

criteria. 
3.29 I 5 

4. Provides a chance for the students to undergo remedial or other 

corrective actions for learning. 
3.34 I 3 

5. Requires the students to keep their exams and activities in 

portfolio for analysis. 
3.35 I 1.5 

Composite Mean 3.33 I 1 

Legend: 3.50 – 4.00 – Fully Implemented (FI); 3.49 – 2.50 – Implemented (I); 2.49 – 1.50 – Less Implemented (LI); 

1.00 – 1.49 –Not Implemented (NI) 

 

Table 1.1 presents the responses of customs administration students regarding the status of 

implementation of Outcomes-based Education in terms of Practices. The composite mean score of 

3.33 signifies that OBE practices in customs administration are being implemented. It is 

implemented in providing well – defined assessment criteria that are clear to both teachers and 

learners on how assessment will take place (WM = 3.35) and in requiring the students to keep their 

exams and activities in portfolio for analysis (WM = 3.35) These practices obtained the highest 

weighted mean scores. Providing a chance for the students to undergo remedial or other corrective 

actions for learning (WM = 3.34) and ensuring that learners know exactly what is expected from 

them as unit standards make it very clear what is required from them (WM = 3.32) are also being 

implemented. Ensuring a more objective assessment and fair result of the predetermined criteria 

obtained the least weighted mean score (WM = 3.29) which is also being implemented.  

It can be inferred that all five indicators of OBE implementation in terms of practices are 

all implemented in Customs Administration.  

Professors of Customs Administration, as part of OBE requires the students to keep all the 

exams, activities, and assignments in a portfolio for analysis by using a student’s monitoring sheet. 

The customs administration students are not aware that OBE ensures a more objective assessment 

and fair result of predetermined criteria due to minimal orientations and seminars. OBE 

implementation in terms of practices are more evident in providing well – defined assessment 

criteria that are clear to both teachers and learners on how assessment will take place and in 

requiring the students to keep their exams and activities in portfolio for analysis. It clearly shows 

that customs students of LPU-B are practicing the requirements associated with OBE as new 
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learning system of the institution. Well defined assessment criteria, making it clear to both 

assessors and learners how assessment will take place are an utmost advantage of Outcomes- based 

Education (Laguador, Dotong, 2014).  

According to Armenta (2014), OBE emphasizes the record keeping of students for purpose 

of analysis through Structure of Observed Learning Outcomes (SOLO) taxonomy – an 

individualized assessment procedure. Portfolios enable students to improve and focus their 

learning and provide them with a tool to showcase their skills. This enables students to update their 

work & reflect on their learning (Tubaishat et. al, 2009).This supports the result that requiring the 

students to keep their exams and activities in portfolio is really implemented.  

 

Table 1.2 

Status of Implementation of OBE in terms of Environment 

Indicators WM VI Rank 

1. Greater support for OBE from all role – players due to the 

extensive level of consultation and stakeholder involvement. 
3.24 I 5 

2. Fosters a better integration between education at school and 

industry. 
3.26 I 4 

3. Provides learning environment that caters the development of 

students as future professionals. 
3.35 I 2 

4. Promotes values formation and character traits ideal to different 

employment settings. 
3.27 I 3 

5. OBE ensures better way of delivering instruction through 

appropriate teaching methodology and classroom management.  
3.37 I 1 

Composite Mean 3.30 I 2 
Legend: 3.50 – 4.00 – Fully Implemented (FI); 3.49 – 2.50 – Implemented (I); 2.49 – 1.50 – Less Implemented (LI); 

1.00 – 1.49 –Not Implemented (NI) 

 

Table 1.2 shows the status of OBE implementation in terms of environment. The computed 

composite mean score of 3.30 implies that there is implementation of OBE in area of environment. 

Ensuring better way of delivering instruction through appropriate teaching methodology and 

classroom management and providing learning environment that caters the development of 

students as future professionals are implemented as denoted by the computed weighted mean score 

of 3.37 and 3.35 on rank 1 and 2, respectively.  

Furthermore, promoting values formation and character traits ideal to different 

employment settings and fostering a better integration between education at school and industry 

as well as greater support for OBE from all role – players due to the extensive level of consultation 

and stakeholder involvement are all implemented with respective weighted mean scores of 3.27, 

3.26, and 3.24 on ranks 3, 4 and 5, respectively. 

Proper teaching methodology and classroom management are very important factors in the 

successful learning of a student. In this study, this indicator got rank number one which signifies 

that OBE contributes to the better way of delivering instructions to customs administration 

students. More so, all students aim to be future professionals. With OBE, all customs 

administration students are provided with learning environment that will cater their development 

to achieve their aims and goals.  

Customs Administration’s implementation of OBE ensures better way of delivering 

instruction through appropriate teaching methodology and classroom management. On the other 
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hand, students of customs administration are not fully aware about the greater support for OBE 

from all role – players due to the extensive level of consultation and stakeholder involvement. The 

respondents also believe that OBE is capable of providing a learning environment that will help 

them develop their skills and promotes character formation as future professionals.  

New and emerging technologies challenge the traditional process of teaching and learning 

and the way things are managed and controlled (Macatangay, 2013). This means that students 

demand high profile programs that will enhance their prospects (Laguador, Dotong, 2014).  

The result of the study supported the research of Borsoto et. al (2014) claiming that it is 

very important that the management will always make sure that facilities and services are always 

available, adequate and in good running condition to better facilitate learning between the teachers 

and students based on the composite mean score of 3.33 of determinants of implementation of 

OBE in terms of environment which signifies implemented.  

The school and the classroom environment set the tone for the learning. Indeed, the 

environment can often make the difference between a motivated learner and a bored, reluctant 

learner (Aala, et. Al, 2010). 

OBE’s implementation in terms of practices and environment obtained computed mean 

scores of 3.33 and 3.30 on rank 1 and 2 respectively. This signifies that OBE is being implemented 

in both aspects. However, it is more evident in practices having obtained the higher mean score. 

Professors who handled Customs Administration students are well equipped with knowledge on 

how to greater implement OBE in teaching methodologies and strategies. Implementation of OBE 

in terms of environment requires greater support from all role – players due to the extensive level 

of consultation and stakeholder involvement. 

 

Table 2.1 

Level of Usefulness of OBE in terms of Academics 

Indicators WM VI Rank 

1. Helping the students measure their own performance in 

knowledge, skills and work related values through instruction. 
3.60 VU 1 

2. Promoting the responsiveness of the school activities towards the 

enhancement of students’ academic performance.  
3.53 VU 2 

3. Developing the study habits of the students. 3.50 VU 4 

4. Strengthening the capabilities and skills of the students. 3.52 VU 3 

Composite Mean 3.54 VU  

Legend: 3.50 – 4.00 – Very Useful (VU); 3.49 – 2.50 – Useful (U); 2.49 – 1.50 – Less Useful (LU); 1.00 – 1.49 – 

Not Useful (NU) 

 

Table 2.1 shows the level of Usefulness of Outcomes – based Education in academics. The 

composite mean score of 3.54 signifies that the OBE is considered very useful in the area of 

academics. 

Customs administration students believe that OBE greatly helps them in measuring their 

performance in knowledge, skills and work related values through instruction and it promotes 

responsiveness of the school activities towards the enhancement of student’s academic 

performances. This is through assessment examinations and portfolios which are required to 

students. In addition, strengthening capabilities and skills of the students and developing their 

study habits obtained rank 3 and 4 respectively which means that the perception of purpose of 

OBE in student’s mind are still unclear. 
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Further, the study of Caguimbal, et.  Al. (2013), states that one of the many advantages of 

OBE is, it promotes the acquisition of specific skills and competencies in a country in which there 

are many skills shortages. This advantage supports the result of this study. 

On the other hand, first year customs administration students are still in the period of 

adjustment, faculty members must be considerate enough to strengthen their capabilities and skills 

and develop their study habits. 

 

Table 2.2 

Level of Usefulness of OBE in terms of Attitudes 

Indicators WM VI Rank 

1. Challenging the students to become more competitive. 3.61 VU 1 

2. Practicing a collaboration rather than competition 3.40 U 5 

3. Creating a mind-set towards clear direction of learning.  3.52 VU 2 

4. Motivating the students to be independent. 3.48 U 3 

5. Helping learners to accept responsibility for learning, as they are 

now at the center of the learning process. 
3.44 U 4 

Composite Mean 3.49 U  
Legend: 3.50 – 4.00 – Very Useful (VU); 3.49 – 2.50 – Useful (U); 2.49 – 1.50 – Less Useful (LU); 1.00 – 1.49 – 

Not Useful (NU) 

 
Table 2.2 shows the level of Usefulness of Outcomes in terms of attitudes. The composite 

mean score of 3.49 signifies that OBE is useful in developing attitude of customs administration 

students towards learning. 

As reflected in the table above, OBE is very useful in challenging the students to become 

more competitive (WM = 3.61). It is also very useful in creating a mind-set towards a clear 

direction of learning (WM = 3.52). In motivating the students to be independent and helping 

learners to accept responsibility of learning for they are now center of learning process, OBE is 

also considered useful by the respondents, having gained weighted mean scores of 3.48 and 3. 44, 

in ranks 3 and 4 respectively. OBE is also useful in practicing collaboration rather than competition 

obtaining computed mean of 3.40. 

As seen from the table, OBE challenges the students to be more competitive having 

obtained rank number 1. Educators are always in quest of better, more effective and more relevant 

ways to educate learners. OBE aspire to transform customs administration students into well-

educated graduates who are experts in their chosen professions and possess Filipino family values 

with qualities desired by industries that are capable of contributing to the welfare of the country 

and the world. OBE do not just lecture and talk, it teaches in a way that encourages students to 

acquire knowledge, skills and values through their own activities.  

OBE aims to facilitate desired changes within the learners, by increasing knowledge, 

developing skills and positively influencing attitudes, values and judgement (Bathan, 2014). 
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Table 2.3 

Level of Usefulness of OBE in terms of Instructions 

Indicators WM VI Rank 

1. Requiring faculty members to master their subjects being handled.   3.60 VU 1 

2. Simplifying the execution of lessons. 3.31 U 5 

3. Asking the teachers more of a facilitator than a lecturer. 3.52 VU 2 

4. Creating a conductive atmosphere for teaching and learning 

process.   
3.45 U 4 

5. Improvising learning skills necessary for the industry. 3.50 VU 3 

Composite Mean 3.47 U  
Legend: 3.50 – 4.00 – Very Useful (VU); 3.49 – 2.50 – Useful (U); 2.49 – 1.50 – Less Useful (LU); 1.00 – 1.49 – 

Not Useful (NU) 

The composite mean score of 3.47 implies that OBE is useful in delivering appropriate 

instruction. As seen from the table, the study reflects that in requiring faculty members to master 

the subjects being handled, OBE is very useful. It is also considered very useful in asking the 

teachers more of a facilitator than a lecturer and improvising learning skills necessary for the 

industry. 

Creating conductive atmosphere for teaching and learning process and simplifying 

execution of the lessons, on the other hand obtained weighted mean scores of 3.45 and 3.31 

respectively which signifies that OBE is useful in those particular are of instructions. Faculty 

members play a very important role on how to extend the usefulness of OBE in Customs 

Administration students of LPU. That is why it is very important for a faculty to master the subject 

being handled. In OBE, the teacher does not only teaches about the topic covered but rather with 

the desired knowledge, skills and attitudes or student outcomes the students need to exhibit at the 

end of the course and the practical application of these in their professions.  

In a lecture given by Javier (2012), she emphasized the effective teaching expertise under 

effective teaching domain. She said that a teacher with expertise demonstrate through mastery of 

subject matter, demonstrate matter of how best to organize and present lessons to facilitate 

learning, relates expertly the subject matter with other cause/discipline, makes use of appropriate 

instructional materials and equipment and be sensitive enough to student’s learning, problems or 

difficulties. 

Table 2.4 

Summary of Level of Usefulness of OBE  

Indicators WM VI Rank 

1. Academics 3.54 VU 1 

2. Attitudes 3.49 U 2 

3. Instructions 3.47 U 3 

Overall Composite Mean 3.50 VU  
Legend: 3.50 – 4.00 – Very Useful (VU); 3.49 – 2.50 – Useful (U); 2.49 – 1.50 – Less Useful (LU); 1.00 – 1.49 – 

Not Useful (NU) 

 

Table 2.4 presents the summary of level of usefulness of OBE in terms of Academics, 

Attitudes and Instructions. BSCA students believe that OBE is very useful in academics, having 

obtained the highest weighted mean score of 3.54. Further, it is also found to be useful in attitudes 

and instructions, having obtained rank 2 and 3 respectively.  To summarize, the overall composite 
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mean score of 3.50 with verbal interpretation of very useful implies that OBE is very much helpful 

to students whether in academics, attitudes or instructions. 

In the study of Borsoto, et. Al. (2014) academics, attitudes and instructions got over all 

composite mean score of 3.31 with verbal interpretation of useful. In this study, for Customs 

Administration students, the level of usefulness of OBE is interpreted as very useful. This is 

supported by Spady’s three premises of OBE which are: Successful learning promotes even more 

successful learning, all students can learn and succeed and teaching institutions control the 

conditions that directly affect successful learning. Success breeding success lies on the academics 

of the program with aid of OBE by helping the students measure their own performance in 

knowledge, skills and works related values. OBE challenges the students to be more competitive 

as an attitude which aims that all students can learn and succeed although not on the same day and 

not in the same way. Instructions, particularly in requiring faculty members to master their subjects 

being handled implies that institutions have control on the conditions that affect the student’s 

successful learning. Therefore, OBE’s three premises are directly related to its usefulness in 

academics, attitudes and instructions (Goff, 2010). 

 

Table 3 

Relationship between Status of Implementation and Level of Usefulness of OBE (α = 0.05) 

 r value 
p 

value 
Decision Interpretation 

Status vs Level of Implementation of 

OBE 
0.331 0.009 Rejected Significant 

Legend: Significant at p-value < 0.05 

 

Table 3 presents the relationship between the status of implementation and level of 

usefulness of OBE in the college. Results showed that the computed r-value of 0.331 indicates 

moderately low positive correlation and the resulted p-value of 0.009 is less than 0.05 level of 

significance; thus, the null hypothesis of no significant relationship between the status of 

implementation and level of usefulness of OBE is failed to accept. Therefore, there is a significant 

relationship between status of implementation and level of usefulness of OBE in the college. This 

implies that, if the implementation is strict and high, usefulness will also be high. Thus, usefulness 

of OBE is directly related to its implementation. If OBE is well implemented on all indicators of 

practices and environment, its advantages will enhance the usefulness of OBE in academics, 

attitudes and instructions.  

With OBE, administration and faculty members can work closely with students 

(Caguimbal et. al, 2013). This implies the wide and strong implementation of OBE in terms of 

practices by faculty members and environment by administrations can be achieved by working 

hand-in-hand to bring to the students the ultimate usefulness of OBE in academics, attitudes and 

instructions.   

Action Plan addressed the identified concerns in the implementation of OBE in customs 

administration. The items which obtained the least weighted mean are chosen to be the focus of 

improvement and considered the objectives of the propose action plan. 

The table shows the suggested activity for each objective, the responsible for its execution, 

the time table, the resources needed and the performance indicator. This action plan aims to 

improve and enhance the identified concerns regarding the implementation of OBE in specific 

areas.  
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Table 4 

Propose Plan of Action to Enhance Implementation and Usefulness of  

Outcomes-based Education 

 

Key Results Area Strategies / Method 
Persons 

Involved 

Success 

Indicator 

I. Implementation 

 

Greater support for OBE 

from all role-players due to 

the extensive level of 

consultation and stakeholder 

involvement 

 

 

 

More objective assessment 

and fair result of the 

predetermined criteria 

 

 

II. Usefulness 

 

Simplifying execution of 

lesson 

 

 

 

 

 

Practicing collaboration 

rather than competition 

 

 

 

 

 

 

 

Developing the study habits 

of the students 

 

 

Conduct more intensive 

orientations, seminars and 

practice about OBE to be 

attended by the whole 

administration (top and 

middle management, 

faculties and students) 

 

Careful designing of the 

rubrics of the program 

which is to be carefully 

explained to the students 

 

 

 

Use more effective 

teaching materials and 

relate lessons to real life 

situations 

 

 

 

Design group activities for 

students and peer review 

which will allow students 

to experience first-hand 

collaborative process, 

conducting field trips and 

trainings 

 

 

Give the students more 

assignments for them to 

continue learning not just 

in classroom but also in 

home 

 

 

Administration, 

Faculty members 

and students 

 

 

 

 

 

Dean, 

Department 

Chair and 

Faculty members 

 

 

 

Faculty members 

 

 

 

 

 

 

Faculty members 

and students 

 

 

 

 

 

 

 

Faculty members 

and students 

 

 

All role-players 

will be well 

oriented about 

the 

implementation 

and usefulness of 

OBE. 

 

Students will be 

able to come up 

with expected 

outcomes. 

 

 

 

Students will 

have an 

appreciation for 

the need to be 

lifelong learners. 

 

 

Students will 

work effectively 

as a member of a 

team. 

 

 

 

 

 

Students will be 

more engage to 

successful 

learning. 
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Conclusions 

 

1. Outcomes-based Education is implemented in both aspects of practices and environment 

as perceived by customs administration students. 

2. Respondents assessed that Outcomes-based Education is very useful in terms of 

academics, attitudes and instructions. 

3. The level of usefulness of outcomes-based education is related to its level of 

implementation to customs administration students. 

4. A plan of action was proposed to enhance implementation and usefulness of OBE to 

customs administration students.  

 

Recommendations 

 

1. The college may have a continuous and sustainable monitoring of the implementation of OBE 

through the use of data base system.  

2. The college can improve the monitoring system of the implementation of OBE through 

seminars and additional assessment examination.  

3. The customs curriculum must always be updated with the current trends and needs of the 

industry to prepare the graduates and demonstrate the core competencies expected of them in 

the workplace. 

4. The Faculty and students may attend seminars that will gain knowledge for the 

implementation of OBE to easily develop a solution or action for its effective implementation.  

5. Faculty members and Philippine Society of Customs Administration Students (PSCAS) may 

provide activities intended to practice collaboration rather than competition among learners 

by conducting peer reviews, field trips and trainings which will allow them to experience 

collaborative process.  

6. The action plan may be evaluated, implemented and monitored to test its usefulness and 

effectiveness.  

7. Future researchers may conduct related or follow-up study about the implementation and 

level of usefulness of OBE in Customs Administration of LPU-B using different set of 

variables. 
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Abstract 

 

This study determined and described the corporate practices of higher educational 

institutions (HEIs) in South Cotabato and General Santos City. Specifically, it determined the 

extent of implementation of corporate practices along the following components: (a) governance; 

(b) management; (c) human resource; (d) operations; (e) sales and marketing and (f) finance. 

The study used descriptive type of research design. There were 30 respondents from among 

the HEIs in South Cotabato and General Santos City. Frequency count, percentage, weighted mean 

and ranking were the statistical methods used. 

The survey revealed that HEIs were mostly private non-sectarian, non-stock operating for 

more than twenty (20) years with less than fifty (50) full time teaching personnel. Corporate 

practices with regard to governance are found implemented to the greatest extent while corporate 

practices relating to management, human resource, operations, sales and marketing and finance 

are found implemented to the great extent. Strong commitment towards Vision and Mission is the 

primary driver for the implementation of corporate practices and diverse culture and lack of 

financial resources are the identified barriers. 

Based on the result of the study, corporate strategies for HEIs were prepared. It is 

recommended that the results of the study be presented in professional forums. 

Remember the following filenames and e-mail subjects for your submission: 

 

Key Words 

 

Corporate practices; Higher Educational Institutions (HEIs); governance; management; human 

resource; operations; sales and marketing; finance 
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Introduction 

 

 Education enables people to develop all of their attributes and skills to achieve their 

potential as human beings and members of society (Sarvi, 2012). Education as a key lever for 

development as stated in the Global Monitoring Report (UNESCO, 2015), is understood as a way 

of achieving social well-being, sustainable development and good governance.  

Higher educational institutions as instruments in providing quality education are equated 

with the public service mission to prepare citizens for occupations centered on public service as 

well as to produce public knowledge. In the Philippines, education occupies a central place in 

Philippine political, economic social and cultural life (UNESCO, 2015). It has always been 

strongly viewed as a pillar of national development and a primary avenue for social and economic 

mobility.  

The Philippine education system includes both formal and non-formal education. Asian 

Institute Management (2011) pointed out that Philippine higher education has through the years 

been confronted by the challenges of making higher education available to as many Filipinos, 

producing the graduates that the country and the economy need and ensuring that higher education 

institutions produce graduates that can competently practice their chosen careers. These challenges 

are made more complex and formidable given the trend of “corporatization” of educational 

institutions. This trend has been somewhat unsettling for those who view profit and public service 

as clashing concepts. International experts though see this trend as an opportunity to promote 

professionalism and innovation in the higher education system. 

Corporatization is characterized by the entry of the higher educational institutions into 

marketplace relationships and by the use of market strategies in university decision making. 

Proponents of corporatization argued that HEIs have been made more efficient through the 

introduction of greater market competition and corporate management. While corporatization is 

believed by many as a means to financial autonomy, access, growth and quality education, its 

effects and influences have yet to be ascertained. It is on this premise that the study was conducted 

to determine the extent of observance of corporate practices of privately-owned higher educational 

institutions in South Cotabato and General Santos City.  

 

Statement of the Problem 

 

This study  described   the  corporate  practices   of   higher   educational institutions 

(HEIs) in South Cotabato and General Santos City. The evaluation is focused on the profile and 

extent of observance of corporate practices of HEIs. The  result of the  study  was  used  as  a 

basis  for the formulation of a corporate 

strategy for HEIs 

Specifically, it aimed to do the following: 

1. Describe the profile of higher educational institutions ( HEIs) in relation to: 

a. Ownership structure 

b. Years of operation 

c. Number of Board of Directors/Trustees 

d. Number of full-time teaching personnel 

e. Number of part-time teaching personnel 

f. Number of full-time non-teaching personnel 

g. Number of outsourced skilled workers 
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h. Number of enrollees 

2. Determine the extent of observance of corporate practices along the following: 

a. governance 

b. management; 

c. human resource; 

d. operations; 

e. sales and marketing; 

f. finance. 

3. Identify  the factors affecting the observance of corporate practices as to: 

a. Drivers/Motivators 

b. Barriers 

4. Design a corporate strategy for HEI. 

 

 

Methodology 

 

Research Design 

This study used a descriptive type of a research design. The design was appropriate to the 

study because it has identified the corporate practices of Higher Educational Institutions (HEIs). 

Also, it assessed the extent of observance of the HEIs of the different corporate practices along the 

areas of governance, management, human resource, operations, sales and marketing and finance 

were used in assessing the extent of observance of the HEIs. The results of the study were the basis 

for the formulation of the corporate strategies for private higher educational institutions.  The 

research design is shown in Figure 3. 

 

Locale of the Study 

The research was conducted among the identified private higher educational institutions in 

South Cotabato and General Santos City based on the list provided by Commission on Higher 

Education (CHED) Region XII.  

 

Respondents 

 The respondents were limited to school’s administrators such as school’s president, vice-

president, controller, deans and department heads or other similar posts. The researcher selected 

one respondent from each of the thirty (30) schools that participated in the survey. Seven (7) HEIs 

refused to participate in the study. One of the reasons cited for refusal was that company’s 

prohibition of their employee’s participation surveys of this kind. 

 

Research Instrument  
 A survey questionnaire was used to come up with specific answers to the statement of the 

problem. The questionnaire was subdivided into two parts: Part I contained questions about the 

respondent’s personal information; Part II consisted of researcher-made questions that determined 

the extent of implementation of corporate practices of HEIs.  

Part I requested for respondents’ information on the current position held in their 

companies. This is to ensure that the requirement of the study to limit respondents to school’s 

administrators is satisfied 



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

136 

 

Part II of the survey determined the extent of observance of corporate practices. In order 

to achieve this, self-made questions were formulated based on different related studies and were 

modified into Likert scale questionnaire format. To measure the extent of observance, there were 

four choices of responses ranging from ‘very’ seldom to ‘all the time’. The scale provided measure 

of the corporate practices and created a mental map of the rater’s evaluation.  

Part II has six (6) sections representing the six areas of the organization included in the 

study which are governance, management, human resource, operations, sales and marketing and 

finance. Each section contained Likert-type statements about the different corporate practices of 

an HEI. Respondents were asked about HEIs extent of observance using a four-point Likert Scale 

where: 

4 – All the time 

3 – Most of the time 

2 – Sometimes 

1 – Very Seldom 

 

Data Analysis 

 The first part of the survey which gathered information on the company profile of the 

business was analyzed through frequencies and percentages. For the second part of the 

questionnaire, weighted mean was used to determine the extent of observance of corporate 

practices of HEIs. The weighted mean of the respondents’ observance were interpreted as follows: 

  Mean Rating    Verbal Interpretation 

  3.26 – 4.00    Greatest extent 

  2.51 – 3.25    Great extent 

  1.76 – 2.50    Moderate extent 

  1.00 – 1.75    Least extent 

 For the unstructured interview, frequency and ranking were used to analyse the data. 

 

 

Results and Discussion 

 

 Corporate practices describe the framework of rules, relationships, systems and processes 

within corporations. Key areas are governance, management, human resource, operations, sales 

and marketing and finance.  

 

A. Profile of the Higher Educational Institutions 

a. Majority (67%) of the HEIs are private non-sectarian non-stock. Fifty percent (50%) 

of the HEIs are operating for more than twenty (20) years with three (3) to six (6) board 

of trustees/directors. 

b. Majority are employing less than fifty (50) full-time teaching and non-teaching 

personnel and less than twenty five (25) part-time teaching personnel. All participating 

HEIs hire less than 25 outsourced skilled workers. 

c. The ratio of HEIs who has less than two hundred fifty (250) enrolees and more than 

one thousand two hundred fifty is the same at twenty three (23%). 
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B. Extent of Observance of Corporate Practices 

B.1 Governance 

1. The extent of observance of HEIs on the governance corporate practices was rated as 

greatest extent with an overall weighted mean of 3.34. 

2. Adherence to the institution’s vision and mission garnered the greatest extent (3.60) of 

observance among the practices while presence of succession planning was found to 

be the least in terms of observance. Six out of ten practices reflected a greatest extent. 

B.2 Management 

1. The extent of observance of HEIs towards management corporate practices is great 

extent with a weighted mean of 2.98. 

2. The practice “conducts regular departmental, council or committee meetings” got the 

highest mean rating of 3.53 which means greatest extent of observance in this area. The 

provision for fundraising as component of president’s performance (2.23) was taken as 

the least applied among the items of management. 

B.3 Human Resource 

1. The overall extent of observance of HEIs towards human resource practices is found  

to great extent with a weighted mean of 3.01. 

2. The practice of conducting faculty development programs (3.53) got the greatest extent 

of observance among the respondents, whereas hiring contractual faculty to test new 

programs (2.10) had the moderate extent of observance. 

B.4 Operations 

1. The observance of HEIs as regards the corporate practices related to operations is of 

great extent with a weighted mean of 3.10. 

2. Compliance to all relevant rules and regulations of regulatory agencies and readiness 

and interest in assisting students/customers showed the greatest extent of observance 

among other practices with a mean rating of 3.67. On the other hand, elimination of 

unprofitable programs was reported to be the lowest among the categories for this area 

with a mean rating of 2.37 or moderate extent as to observance. 

B.5 Sales and Marketing 

1. The overall observance as regards the corporate practices relating to sales and 

marketing is found to be great extent with a weighted mean of 3.06. 

2. The practice of aligning course offering with market trends got the highest mean rating 

of 3.50. It is important to note that respondents were not yet patronizing the idea of 

offering online courses to expand market range as evidenced by the mean rating of 

1.60. 

B.6 Finance 

1. The overall extent of observance of the financial practices is found to be greatest extent 

as evidenced by the weighted mean rating of 3.20. 

2. The provisions of financial and budgetary criteria in decisions about curriculum 

performance review got the highest mean score of 3.57 among other practices. The 

coordination with corporations in funding researches and programs was seen as least 

implemented with the lowest mean of 3.03. 
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C. Drives and Barriers to the Observance of Corporate Practices 

  Strong commitment towards the Vision and Mission of the institution drives/motivates 

HEIs to implement corporate practices while diverse culture and lack of financial resources are 

the main barriers to the observance of corporate practices.  

 Based on the findings, corporate strategies for HEIs were prepared. 

 

Corporate Strategies for HEIs 

 

Rationale  

 Corporatization is a concept that refers to private non-profit institutions which increasingly 

operate like for-profit firms. It aims to professionalize the management of the institutions and 

incorporating business practices in school administration. This trend has been somewhat unsettling 

for those who view profit and public service as clashing concepts. International experts though see 

this trend as an opportunity to promote professionalism and innovation in the higher education 

system. As more and more HEIs express the initiatives to adopt the practices of for-profit 

corporations, it is imperative that corporate strategies be developed to improve implementation of 

corporate practices. 

 The proposed corporate strategies are tasked to set a balance between the different practices 

applicable to HEIs without compromising its traditional purpose of providing quality education. It 

is a way of reflecting the commitment of the HEIs to improve its practices to better serve the 

community as a whole. 

 

Corporate Strategies 
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Objectives of the Corporate Strategies 

The following are the objectives of the corporate strategies: 

1. To ensure effective control across Higher Educational Institutions 

2. To assure that corporate practices are implemented in the right way 

3. To enhance the practicality and functionality of the corporate practices 

4. To align corporate practices with the vision and mission of the HEIs 

5. To improve and innovate the existing educational system of HEIs 

6. To collaborate with other stakeholders 

7. To strengthen the connection of students and HEIs 

8. To share best practices 

 The corporate practices included in the different areas of corporation will help revisit the 

current practices of the HEIs. The strategies will serve as a tool of the HEIs to deliver its 

educational functions proficiently and effectively. 

 

Areas of Corporate Practices 

Governance 

 The corporate powers of the HEIs are vested in the Board of Directors/Trustees. The 

following are the formulated strategies: 

a. Implement succession planning 

b. Conduct regular board meetings 

c. Approve budget prepared by the management 

 

Management 

 Organization and coordination of administrators/ top management is essential to the 

realization of the HEIs’ goals and objectives. Among the best practices identified for the growth 

and improvement of the management aspect, the following are the formulated strategies: 

a. Consider fundraising as critical component of school president’s performance. 

b. Consider administrators as a resource (asset) and personnel directors rather than academic 

representatives. 

c. Conduct professional development program for administrators 

 

Human Resource 

 Human resource refers to the organization’s people as a means to achieve institutional 

objectives. It includes staffing needs, and maintaining employee satisfaction. HEIs can strengthen 

its human resource through the identified human resource practices and proposed strategies: 

a. Implement a standard and transparent  remuneration packages for administrators 

b. Treat faculty members as subordinate workers rather than autonomous professionals. 

c. Hire contractual faculty to test new programs 

 

Operations 

 Achieving optimal efficiency with a limited set of resources is one of the leading strengths 

of business practice. With the diminishing resources and increased throughput of students that 

need to be admitted, educated, and graduated that HEIs are facing necessitate the intervention of 

corporate practices. The identified practices and the proposed strategies will help HEIs operate 

efficiently: 

a. Eliminate unprofitable programs with limited revenue or market potential. 
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b. Outsource peripheral services ( e.g. janitorial and security services) 

c. Devote substantial share of institutional resources to external relations ( e.g. fundraising 

and expansion of public-private partnership) 

 

Sales and Marketing 

 The heart of one’s business success lies in its marketing. On the perspective of HEIs, sales 

and marketing promote competition that could lead to greater effort to find resources such as 

recruiting outstanding new professors and financing merit scholarships to attract better students. 

Sales and marketing practices and strategies that can be implemented are as follows: 

a. Offer online courses to expand market range. 

b. Conduct branding and  image- enhancing activities designed to attract corporate sponsors 

( e.g. tree planting, green university) 

c. Allocate institutional resources for advertisement and promotional campaigns 

 

Finance 

 Profit is a yardstick that tests the efficiency of the business firm. Profit enables the business 

to grow, helps employee motivation, and sustains business operations. HEIs can implement the 

following practices to improve its finances: 

a. Coordinate with corporations in funding school's researches, programs and departments. 

b. Use schools’ economic assets as Income Generating Projects 

c. Follow  policies and strategic guidelines on major capital expenditures 

 

Summary of Findings 

 

 The overall extent of observance of corporate practices in the area of governance was rated 

to the greatest extent. The areas of management, human resource, sales marketing, operations and 

finance have an overall rating of great extent of observance. Strong commitment towards the 

Vision and Mission of the Institution ranked first among the drivers/motivators to observance of 

the corporate practices. On the other hand, diverse culture and lack of financial resources ranked 

first among the barriers to the observance of corporate practices.  

 The proposed corporate strategies for HEIs are anchored on the study conducted on the 

corporate practices of private higher educational institutions in South Cotabato and General Santos 

City. It identifies the different critical areas of operating a corporatized HEI. Specific strategies in 

the different areas were developed to improve or enhance the practicality and functionality of the 

corporate practices. 

 

Conclusion 

 

 Based on the findings of the study, it can be concluded that the participating HEIs have 

great extent of observance to the corporate practices particularly in the practice of adherence to 

vision and mission, conduct of regular departmental, council or committee meeting, 

implementation of faculty development program, compliance to all relevant rules and regulations, 

alignment of course offering with market trends and consideration to financial and budgetary 

criteria in decisions about curriculum performance review. 

 Strong commitment towards Vision and Mission is the primary driver for the observance 

of corporate practices and diverse culture and lack of financial resources are the identified barriers.  
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Corporate strategies for Higher Educational Institutions (HEIs) can be designed and will be useful 

to improve the different corporate practices already in place or those to be implemented. 

Furthermore, they may be used to enhance the practicality and functionality of such corporate 

practices.  

 

Recommendation 

 

 Based on the findings and conclusions, the researcher recommends the adoption of the 

corporate strategies for HEIs and the dissemination of the results to industry groups. Also, a similar 

study may be conducted to include the quantitative impact of the corporate practices to the 

operations of HEIs. 
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Abstract 

 

The new era has dawned in which businesses must adopt a new conception of their mission, 

purpose and conduct, by endorsing and implementing corporate social responsibility. CSR efforts 

are now viewed as part of the institution’s arm in creating significant impact and contribution to 

society. School organizations both public and private institutions are expected to engage in social 

efforts and play their institutional social roles.   

This paper presents a comprehensive discussion on Corporate Social Responsibility of 

Selected Schools and Universities in Batangas City. More specifically, it purported to: describe 

the profile of the respondents; assess the CSR approaches in terms of UN Global Compact 

Principles and Local receptivity; determine the factors affecting the implementation of CSR in 

terms of Philanthropic, Ethical, Legal, Economic, Discretionary, Cultural and Managerial 

Components; test the significant difference on CSR implementation when grouped according to 

profile variables and propose a plan of action to further improve/enhance CSR of different 

Universities and Colleges. 

Descriptive type of research was used to assess the CSR approaches, determine the factors 

affecting the implementation of CSR and test the significant difference on CSR implementation 

when grouped according to profile variables. The needed data were treated using different 

statistical tools. This includes weighted mean and Analysis of Variance (ANOVA). In addition, all 

data gathered were treated using statistical software, PASW version 18.  

Significant results showed that majority of the respondents are female, 26-30 years old and 

are working in a private college/university. Public and private colleges/universities in Batangas 

City assessed CSR approaches in terms of UN global compact principles and local receptivity as 

very highly evident. Philanthropic, economic, legal, ethical, cultural, managerial factors are very 

highly evident in the CSR implementation while discretionary factor was highly evident. Private 

and public schools have different approaches on UN global compact principles on CSR 

implementation.  

Lastly, proposed strategies were formulated and presented to enhance CSR implementation 

of selected universities and colleges in Batangas City. 

 

Keywords: Corporate Social Responsibility; Society; CSR Approaches; CSR Implementation  
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Abstract 

 

The purpose of my research proposal is to determine initial but crucial steps in formulating 

and executing a strategic plan fit for an academic management research center.  As a researcher 

directly reporting to and collaborating with the center’s Director, Coghlan and Brannick (2010) 

recommend adopting an insider action research methodology.  The latter methodology aims to 

facilitate change while rigorously documenting learning and generating insights in every phase of 

the action research cycle, namely (1) Context and purpose, also considered as the pre-step; (2) 

Constructing, (3) Planning action, (4) Taking action, and (5) Evaluating action.  For this particular 

research proposal, I aim to initiate my first action research cycle covering context and purpose to 

planning action. 

This study is significant in numerous ways.  Personally, I am invested in making sure that 

the center properly formulates and executes an apt strategic plan together with my Director.  In 

terms of practice, the insights that can be derived from my learnings can help inform strategic 

decision-making of other similar organizations in colleges, universities, and even in industry or 

civil society.  In terms of scholarship, I intend to refine, if not develop, a strategic planning tool, 

framework or process that can be tested by other researchers. 

Given the relative scarcity of using insider action research methodology (Coghlan and 

Brannick, 2010) in informing strategic planning particular to academic institutions, my research 

project proves to be novel and significant. 

 

Key Words 

 

Strategic planning, strategic management, research center, insider action research 
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Purpose and Rationale 

 

Issue in the Workplace 

The DLSU Center for Business Research and Development is one with De La Salle 

University (DLSU) in strengthening its research culture, particularly in the area of business and 

management.  Guided by the mission of “bridging faith and scholarship, influencing policy and 

practice” (http://cbrd.dlsu.edu.ph), the Center recognizes the important role of building DLSU’s 

credibility as a research university advocating the collaborative studies aligned with the Principles 

of Responsible Management Education (PRME).   

CBRD’s current director, Dr. Raymund Habaradas, has been leading the organization for 

three years already.  The activities the Center has pursued include: (1) Publications, (2) Lectures, 

Workshops, and Roundtables, (3) National Conferences, (4) Digital and Physical Channels 

(website, social media, office), and (5) Externally-funded research projects in collaboration with 

various faculty from the Ramon V. del Rosario College of Business (RVRCOB).  The previous 

three years illustrate how the Center adopted an entrepreneurial or opportunity-seeking perspective 

– hiring research assistants and apprentices to help plan and manage the different activities of the 

organization.  Although there was a general direction CBRD intended to take, as evidenced by the 

organization’s weekly meetings and annual reports, the way the center accomplished its objectives 

resemble Mintzberg and Water’s version of emergent or entrepreneurial strategy (1985).  The latter 

talks about how new developments influence the leader’s strategic intent and formulation, leading 

to a realized strategy not exactly resembling the original planned strategy. 

A more entrepreneurial strategy fitted the circumstance of CBRD during the previous 

three-years.  Technically a ‘new’ organization established after structural shifts in DLSU, wherein 

the former College of Business and Economics was split into the RVRCOB and the School of 

Economics, CBRD’s early years resembled that of a startup.  However, having existed for quite 

some time already, the Director and the rest of the staff have come to an understanding that there 

may be a need to shift towards a more deliberate strategy.  Since the length of term of a Director 

is not fixed while Research Assistants under research centers have irregular length of stay due to 

its contractual nature, it is desirable to have a deliberate yet flexible strategic plan.  This is to ensure 

that the gains of the current term are sustained, while helping new leadership to avoid needless 

groping in the dark. 

 Looking forward to the next Academic Year, I will frame this action research paper’s 

issue in the form of a research question: what should be the three-to-five-year strategic plan 

of CBRD?  Apart from this research question, the following questions help guide the 

operationalization of this research project: 

1. How should CBRD undertake its strategic planning process?  What are the important 

considerations? 

2. What strategic planning framework can this action research initiative develop that other 

research centers or similar organizations can adopt? 
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As such, the research questions provide an idea about the objectives or intended outcomes 

of the project: 

1. Produce a comprehensive strategic plan for the Center good for three to five years; 

2. Propose strategic planning framework/s applicable to CBRD and similar organizations; 

and  

3. Document learning and developments following the rigor of an insider action research 

methodology (Coghlan & Brannick, 2010) 

 

In exploring how to resolve this issue, the literature review and proposed methods of 

interventions shall build on the strategic planning process and other relevant frameworks 

applicable to this insider action research project. 

 

Significance of the Action Research 

 In adopting the lens of Bjorkman and Sundgren’s four features of framing and selecting a 

project initiative (as cited in Coghlan & Brannick, 2010), I affirm this research project’s 

significance.  Developing a strategic plan is truly a red and hot issue as emphasized by the Director.  

Furthermore, my position as a Research Assistant reporting to the Director is a desirable 

circumstance.  As an insider, in attempting to lay out a relational platform, I will capitalize on my 

strength as an innate learner in working with my colleagues. 

 

Researcher’s values 

I selected this action research project based on the following reasons, as promoted by 

Coghlan and Brannick (2010).  First, this project offers an opportunity by which I can use scholarly 

journals and professional networks in acquiring new forms of knowledge, particularly in the 

context of the education sector.  Second, there are opportunities for learning and personal 

development since this is a requirement in my Master of Business Administration degree and 

equips me with important wisdom in my current involvement with the university.  Third, should I 

be able to resolve this issue while working directly with my Director and colleagues, my reputation 

will definitely benefit.  Fourth, personal and organizational gain will truly be in a state of balance 

should my proposals resolve the issue revolving on strengthening the research culture.  Finally, 

given my knowledge as an insider in the organization, I have the ability to propose solutions within 

financial, labor, and time constraints. 

 

Contribution to theory and practice 

 Given the interest of various scholars around the world in this subject (Athiyaman, 2011; 

Billups, 2015; Conway et al., 1994; Fathi & Wilson, 2009; Hummel et al., 1998; Mulhare, 1999; 

Rich & Bartholomew, 2010; Taylor & Machado, 2006), this action research project has the 

potential to significantly contribute to theory and practice.  After the implementation of the 

research project, empirical data can be synthesized with literature to refine, if not entirely build 

theories.  In terms of practice, the promise of replicating possible policy and project 

implementations in other universities, research centers, and other similar organizations is a 

desirable outcome.  
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Context 

 

Social and organizational situation 

 

Organizational structure 

Primarily, the structure of CBRD is set up in such a way that the Director reports to the 

Vice-Chancellor for Research and Innovation.  Under a research center’s Director, an Office 

Assistant directly reports to him.  Office Assistants help administer the day-to-day operations of 

the Center.  From time to time as resources allow, a research center may contract the services of 

different Research Assistants.  Figure 1 shows a hierarchical chart depicting the organizational 

structure of CBRD. 

 

 
 

Figure 1.  Organizational structure of CBRD as of AY 2015-2016 

 

 

Researcher’s relative position in the situation 

 As shown in the organizational structure, my relative position in the situation is someone 

who reports directly to the Director.  Part of my tasks is to propose and execute projects as well.  

My position is strategic in a sense since I am not burdened with heavy administrative tasks as 

compared to the Director and Vice-Chancellor.  Thus, if ever my Director and the Vice-Chancellor 

approves certain projects and proposals, I can be at the front lines in executing and implementing 

them. 

Dr. Raymond Tan

Vice-Chancellor for Research and Innovation

Dr. Raymund Habaradas

Director, CBRD

Mr. Patrick Aure

Research Assistant, 
CBRD

Ms. Cres Caning

Research Apprentice, 
CBRD

Ms. Anne Sebastian

Office Assistant, 
CBRD



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

147 

 

 

CBRD’s value creation story 

In describing the value creation story of CBRD, I deem it important to discuss first the 

key stakeholders we mostly work with to achieve our the CBRD mission of “bridging faith and 

scholarship, influencing policy and practice”. These key stakeholders or customers under the 

Customer Perspective are essential in designing my balanced scorecard model. 

 

Key stakeholders and value propositions 

 

1. Faculty and graduate students – collaborate with DLSU and even outsider faculty with 

the value proposition of increase their research productivity through publication 

opportunities in the form of projects.  Our collaboration with faculty members can 

happen in an individual level (faculty members as individuals agree to commit certain 

projects for CBRD) or in departmental level (academic departments will share their 

resources with CBRD to organize public lectures).  Moreover, faculty and students 

should find that a percentage of research outputs are applicable to classes in the form 

of reading materials or teaching cases. 

2. Industry practitioners – in line with the objectives of the university to make research 

relevant and impactful in terms of practice, CBRD welcomes research projects 

sponsored by industry associations.  Our key value proposition is to offer research 

expertise and learning that is relevant for practice. 

 

 

Interaction of units within the organization 

 

I have chosen to focus on one of my organization's key value proposition: providing 

opportunities for research publications/outputs for faculty and graduate students.  Ideally, these 

outputs are either usable in classes and/or applicable to industry practice.  The key players in my 

model are as follows. 

The Research Director - he is in charge of charting high-level strategic directions of the 

Center, be it recommending research agendas, collaborating with the university's key stakeholders, 

and choosing what projects and activities to pursue.   

The Office Assistant - she is in charge of the day-to-day operations and administrative 

functions of the organization.  Simply put, without her, the office will not run smoothly, if at all. 

The Research Assistant/s - usually part-timers in terms of their involvement with the 

Center, they are in charge of managing assigned projects.   
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Significance of Research to Development 

Personal development 

 One of my key strengths and talents is being a learner – one who is excited to learn many 

things.  Being able to contribute to theory and practice through the fruits of this action research 

project allows me to have personal development in terms of intellectual stimulation and 

productivity.  

 

Professional development 

 In terms of professional development, I am foreseeing a long-term partnership with the 

academe industry especially in business and management research.  Should this research project 

succeed, it will boost my reputation and expertise as a researcher, and even as an aspiring faculty.  

Since the strengthening of the college’s research culture is a desirable issue, my time and energy 

will be great investments for my future career, whether I continue as a part-time or full-time 

member of the university. 

 

Organizational development 

 In terms of organizational development, this issue is very much aligned to DLSU’s goals 

of becoming one of the premier research universities in the region.  This is also in line with the 

mandate of the Center as a catalyst of a desired research culture in the community.  As such, I 

firmly believe the potential of this project to advance organizational development. 

 

 

Literature Review and Initial Constructing 

 

Overview 

 This section shows my literature review of strategy and the strategic planning process.  

Instead of focusing on clearly laying out the theoretical underpinnings of the strategy concept, I 

selected seminal definitions and applications that are most relevant to my perceived organizational 

context—that is, strategy for nonprofit organizations. 

 

What is strategy? 

 Thompson et al. (2014) characterize strategy as answering the following four basic 

questions: (1) Where are we now? (2) Where do we want to go? (3) How are we going to get there? 

(4) How do we measure our actions? These questions give us indications on how strategy involves 

intending to meet certain objectives, formulating plans, and executing plans to achieve a certain 

goal. 

 Mintzberg and Waters (1985) contends that strategy can be visualized in two ways: 

deliberate and emergent strategies.  Figure 2 shows how the intended strategy can become different 

from the actual realized strategy.  The deliberate strategy (or strategic plans) can be affected by 

emergent strategies arising from changes in the environment or assumptions. 
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Figure 2.  Deliberate and emergent strategies (Mintzberg & Waters, 1985) 

 

 

Strategic planning process for nonprofits 

 Allison and Kaye (2015), in Figure 3 propose a strategic planning framework for nonprofit 

organizations.  Aligned with how different authors conceptualize strategic planning (Billups, 2015; 

Conway et al., 1994; Fathi & Wilson, 2009; Mulhare, 1999; Taylor & Machado, 2006; Thompson 

et al., 2014), Allison and Kaye mention the need to manage leadership, business model, 

organizational capacity, theory of change, and environmental scan. 

 

 
Figure 3.  Strategic planning framework (Allison & Kaye, 2015) 

 

 Allison and Kaye (2015) flesh out the details to their strategic planning framework by 

outlining the necessary steps and processes to come up with a plan.  Figure 4 shows the ten 

points subdivided into three sections: first steps, the strategic analysis, and setting the course or 

implementing the strategic plan. 
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Figure 4.  Step-by-step strategic planning process (Allison & Kaye, 2015) 

 

 Various authors have written their thoughts on the strategic planning in a higher education 

or nonprofit organization setting.  Table 1 shows a literature review summary highlighting insights. 

 

 

Table 1 

Literature review summary on the strategic planning process for nonprofits 

 

Authors Insights about strategic planning process 

Billups (2015) Three essential elements should be managed: (1) leadership, (2) 

context, and (3) conflict 

Conway et al. (1994) There is a need to identify an organization’s ‘market orientation’ and 

define its target segments to be served 

Fathi and Wilson 

(2009) 

The strategic planning process is applicable to universities and higher 

educational situation.  There is a need to consider changes in the 

environment and target segment feedback to inform new strategies 

that may emerge 

Hummel et al. (1998) Universities engaging with industry partners demand re-organization 

or alignment of strategy to the structure.  This is essential to leverage 

on limited resources and maximize them. 

Mulhare (1999) The strategic planning process is vital for organizations following 

systems and structure 

Rich and 

Bartholomew (2010) 

To get resources, corporate partnerships and other forms of alliances 

can be tapped for funding 
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Authors Insights about strategic planning process 

Taylor and Machado 

(2006) 

In order to respond to new demands, there is a need to rethink 

organizational structure and the institutional management model 

within which the actors are operating.  Moreover, there is a need to 

develop proactive and flexible approaches to strategic management 

especially in higher educational institutions. 

 

 

Observations, Reactions, Judgements, Interventions (ORJI) 

 The literature review showed a characterization of how strategy and strategic planning 

work in nonprofit organizations.  I realize that there are lessons and insights that can be applied to 

CBRD’s specific context – particularly those of Mintzberg and Waters’ view on deliberate and 

emergent strategy (1985).  Reading from the strategic planning process proposed by various 

authors, it seems that the framework of Allison and Kaye (2015) provides the most comprehensive 

fit.  To further illuminate my thoughts and reflections as the action researcher in constructing the 

situation, Table 2 details my observations, reactions, judgements, and interventions. 

 

Table 2 

Observations, reactions, judgements and interventions about CBRD 

 

Observations Reactions Judgements Interventions 

CBRD’s initial 

strategy is hard to 

characterize – much 

depends on the 

personal priorities of 

the Director and 

emerging mandates 

of the university 

I read more about the 

characterizations of 

strategy, such as that 

offered by Mintzberg 

and Waters (1985) 

CBRD resembles that 

of an organization 

acting on a mix of a 

deliberate and 

emergent strategy 

Given that my 

observations are 

similar with the 

observations of my 

Director, I intend on 

considering this in 

proposing a strategic 

plan for CBRD 

Planning for CBRD’s 

strategy is complex 

due to the following 

constraints: (1) 

unpredictability of 

leadership in the 

Director role; (2) 

managing and hiring 

part-time research 

assistants; (3) funding 

I felt challenged since 

I am part of the center 

and I take pride in 

helping organizations 

crystallize their 

organizational design 

and strategy 

Building on my prior 

action research 

proposal during my 

early masters 

coursework, I 

updated my action 

research topic to 

include planning for 

CBRD’s strategy 

I am proposing a 

strategic planning 

process anchored on 

literature and prior 

practitioners’ 

experiences in 

managing nonprofit 

organizations 

CBRD can serve 

many different 

stakeholders, each 

with different needs 

and wants 

I felt uneasy given the 

constraints of the 

center – there might 

be a risk of losing 

focus or wasting 

energy serving 

everyone when it 

It might be a good 

idea to flesh out the 

center’s strategic 

planning process, 

with a focus on 

identifying the 

My preferred tool or 

framework for 

illuminating 

organizational design 

and elaborating the 

business model is 

Osterwalder and 
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Observations Reactions Judgements Interventions 

might be a good idea 

to pick a certain niche 

first 

CBRD’s business 

model. 

Pigneur’s Business 

Model Canvas 

(2010).  I propose to 

make this a feature of 

the upcoming 

strategic planning 

workshop mentioned 

in the methodology 

section of my 

proposal 

 

Methodology 

 

Action Research Cycle 

This paper aims to cover the pre-step of ‘context and purpose’, the first step of 

‘constructing’, and the second step of ‘planning action’ in the action research cycle shown in 

Figure 5.  The previous sections have outlined the context, purpose, and constructions of theory 

for this action research project.  This section, in particular, intends to outline the specific steps in 

planning action for data gathering and execution. 

 

 
 

Figure 5.  The action research cycle (Coghlan & Brannick, 2010) 

 

 In constructing and planning action, it is important to consider the importance of 

collaboration and dialog in the organization (Coghlan & Brannick, 2010).  My personal and 

professional relationships with the Center’s members are solid, as evidenced by the teamwork and 

camaraderie we have experienced in executing different projects and events.  There is open 

communication between us, which lays strong foundations in pursuing the action research cycle. 
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Planning Action – Data Gathering 

 

Specific plans of action  

 For data gathering, I intend to draw on the plans of action I have already used in my 

previous research projects, such as conducting interviews, focused group discussions through 

meetings, and even drawing from the information of CBRD’s minutes of the meetings.  While 

doing this, I will synthesize information with the ORJI framework to enable an environment 

conducive for personal, professional, and organizational meta-learning.  

For the initial data gathering phase, I intend on participating in an upcoming two-day 

strategic planning workshop with all the CBRD staff.  To further specify my plans of action and 

how I intend on operationalizing my main theory, Table 3 shows my operational framework for 

data gathering.  The table will feature the data and information I intend on collecting, juxtaposed 

with questions I intend to ask. 

 

Table 3 

Operational framework for data gathering 

Method Data needed Sample Questions 

Focused group 

discussions and 

interviews 

Business 

model 

 

1. Who are the organization’s Key Partners? 

2. What are the organization’s Key Activities? 

3. What are the organization’s Key Resources 

4. What is/are the main Value Propositions that 

the organization will offer? 

5. Who are the Target Segments that the 

organization will serve? 

6. How will the organization communicate its 

services to the Target Segments (Customer 

Relationships) 

7. How will the organization ‘distribute’ its 

services to the Target Segments (Channels) 

8. How will the organization measure its 

success?  What are its key success 

indicators?  

9. How will the center manage its funds, 

budgets, and costs? 

 Strategic 

planning 

process 

1. Where is the organization now? (internal 

and external assessment) 

2. Where should the organization go? (vision 

and mission) 

3. How will it get there? (changes in its 

business model) 

4. How will it measure its progress? 

 

The tools I intend to use are my smartphone, tablet, and computer in documenting this 

information and storing them securely.  To backup data, I will use the cloud computing services 

of Google Drive and Dropbox to ensure that no literature, data, and analysis will be lost in case of 
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unforeseen circumstances.  After documenting data from various faculty members and the CBRD 

staff, I will reconcile and synthesize them with literature to refine action plans. 

 

Specific strategies for role duality and organizational politics 

 Coghlan and Brannick (2010) highlight the need to pay attention to role duality and 

organizational politics in pursuing insider action research.  Since role duality may lead to conflicts 

between the researcher and actor responsibility, action researchers must note the possible 

implications to the navigation of politics within the organization.  Table 4 shows the tasks and 

processes I must consider in implementing my action research project for CBRD.  I did not include 

the considerations for the third person since this paper focuses on insider action research. 

 

Table 4 

Role duality in first and second person practice (Coghlan & Brannick, 2010) 

 Task Process 

First Person Holding and valuing both sets 

of roles simultaneously 

Catching internal responses to 

conflicting demands and 

dealing with them 

Second Person Holding and managing 

demands of both roles, 

particularly in situations of 

conflicting role demands 

Role negotiation with 

significant others 

 

 It seems fortunate that the issue I identified does not necessarily conflict with my role as a 

research assistant.  It is in the best interest of my Director and the Center to implement new 

strategic plans.  However, the most evident challenge in my dual roles does not revolve on conflicts 

of interest.  Most probably, it will revolve on balancing time for my existing responsibilities in 

research projects with the need to do this action research initiative.   

 The timing of my action research proposal is impeccable, given that my academic timelines 

are in line with my Director’s timelines in strategic planning.  As such, I can negotiate my role 

well with my Director so that we can arrange responsibilities that are fair to my current ones and 

conducive for the action research initiative. 

In relation to consultants, I do not see the need to hire nor contract their services.  I designed 

this initial action research to fit the resources of CBRD.  Given the Center’s limited resources, it 

is desirable that no external consultants will be hired. 

 

Collaboration with Co-Workers 

 Related to how I intend on gathering data, I will capitalize on my good relationships with 

co-workers to ensure collaboration.  To make data gathering as least painful for them as possible, 

I will integrate focused group discussions on our regular meetings as part of the agenda.  In 

addition, I will use free time both as an opportunity to bond with my fellow research assistants and 

as an opportunity to get their ideas in trying to strengthen the college’s research culture. 
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Framework for ‘Taking Action’ 

 Thus, in translating my plans into action, Table 5 details the action steps in intended outputs 

in executing my action research proposal. 

 

 

Table 5 

Framework for taking action via the strategic planning process 

 

Strategic planning process 

(Allison & Kaye, 2015) 
Action steps Outputs 

Setup for success 
Group discussions and 

meetings 
Action research proposal 

Internal stakeholder 

engagement 

Group discussions and 

meetings 
Action research proposal 

Mission, Vision, Values 
Group discussions and 

meetings 

Updated vision and mission 

statement 

Environmental scan Strategic planning workshop PESTEL analysis 

Theory of change and 

program portfolio 
Strategic planning workshop Clarified strategic intent 

Business model Strategic planning workshop 
Business model canvas (see 

Figure 6) 

Organizational capacity Strategic planning workshop Organizational design 

Leadership Strategic planning workshop Leadership positions required 

Completion of strategic 

plan 
Post-workshop writing 

Final action research paper; a 

working strategic planning 

framework specifically 

designed for CBRD 

Execution Pilot Documentation 

 

 



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

156 

 

 
 

Figure 6.  The Business Model Canvas (Osterwalder & Pigneur, 2010) 

 

 

 To conclude this action research proposal, I will use the aforementioned methodologies 

and the strategic planning framework of Allison and Kaye (2015) while considering the nature of 

CBRD’s strategy as detailed in my ORJI and Mintzberg and Waters’ (2015) differentiation of 

deliberate and emergent strategies.  Apart from proposing a strategic plan for CBRD, I intend to 

come up with a customized strategic planning framework for the center as my contribution to 

knowledge and practice. 
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DESCRIPTION, CORRELATION, AND REGRESSION  MODEL OF THE FACTORS 

AFFECTING THE JOB SATISFACTION OF THE ATENEO DE DAVAO COLLEGE 

FACULTY  

 

Felicitas Cruz 

Ateneo de Davao University 

cleofearib@gmail.com 

 

Abstract 

 

One hundred and sixty three full time college faculty members of Ateneo de Davao 

university were the respondents to a study on factors affecting their job satisfaction. Two "hygienic 

factors" (faculty development and pay) and six "motivation factors" (supervision motivation, co-

workers' affiliation, effective communication, ability-job fit,values-job fit, and challenges) were 

analyzed using descriptive statistics, correlation and regression.The best-fit regression model is: 

over-all job satisfaction= .447(constant) +.281(challenges)+.221(pay)+.200 training and 

development+.182(effective communication). 

 

Key Words 

 

Job satisfaction; hygienic factors; motivation factors; regression 
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Session E - Consumer behavior 
 

BUYING BEHAVIOR OF SENIOR CITIZENS IN REGION 12 
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Abstract 

 

      The market for consumers who are 60 years old and above is very promising. Senior 

citizens are wealthier, healthier and have more time to spend their money. Yet, senior citizens is 

actually one of the most neglected market. Senior citizens composes a formidable group of 

consumers. They exhibit variation in their buying behavior and lifestyle nowadays. This study 

explored the buying behavior of the different segments of senior citizens in Region 12 according 

to their reasons in buying products and/or services, their demographic, economic and social 

characteristics, their lifestyle, and their buying practices.  

      The study used a descriptive research design with the aim of describing the different 

segments of senior citizens (as consumers) in Region 12. Respondents of the study are those who 

are 60 years old and above (or the senior citizens). Data was gathered from the four provinces of 

Region 12, namely North Cotabato, Saranggani, South Cotabato, and Sultan Kudarat. Purposively, 

429 respondents were selected from the four component cities (General Santos, Kidapawan, 

Koronadal, and Tacurong) and five municipalities (Midsayap, Alabel, Malungon, Polomolok, and 

Isulan) in Region 12, which are considered as commercial centers or municipalities nearest to the 

commercial centers. Descriptive statistics, factor analysis, and cluster analysis were applied in 

analysing the data.  The result of this study fills in the theoretical gap pertaining to knowledge and 

information about the profile, characteristics, lifestyle, and buying practices of senior citizens in 

Region 12. The segmentation of senior citizens can be referred upon by sellers who are interested 

to capture market share from older consumers. The government will see the findings in the study 

relevant to their policy implementation. 

      Most of the respondents in the study are 60-65 years old, female, married, and living with 

their spouse and children. In addition, most of the respondents are doing a civic, religious, or 

community service and receives support from their child/children or other family members. The 

four factors were extracted from the reasons of the respondents in buying goods and/or availing 

services, which are as follows: Self-Gratification Reasons, Family-Related Reasons, Social-

Related Reasons, and Necessity-Related Reasons. Four segments of senior citizens in Region 12 

emerged using cluster analysis: the Traditional Buyers; Self- and Family-Oriented Buyers; the 

Dependents; and the Well-Rounded Buyers. The four segments of senior citizens differ according 

to the products and/or services that can be found on the buy-list of the majority of the respondents, 

to their possible purchasing power, lifestyle, and the size of the segment. Effective market 

positioning is recommended to the industry players and practitioners. The government must 

determine the specific public service programs/projects for the senior citizens in Region 12. The 

buying behaviour of senior citizens is very interesting to explore and expound by researchers.  

 

Key Words 

Buying behaviour; senior citizens; Region 12; factors; segments  
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Background and Rationale of the Study 

 

The market for consumers who are 60 years old and above—or the senior citizens--is very 

promising yet a formidable group. Senior citizens exhibit variations in their buying behavior and 

lifestyle nowadays. Senior citizens are still living an active lifestyle and with preferences that may 

range from basic to luxurious commodities. With the widening array of products and services being 

offered in the market, the senior citizens’ are gradually coping with the market trend.  

Majority of the senior citizens in the Philippines still assumes the role of decision-maker 

in the household and has the purchasing power. Abejo (2004) cited the result of the 2000 Census 

and stated that among nine out of 10 elderly men who were regarded as the head of the household, 

“62.6 percent had gainful occupation, 22.1 percent was without gainful occupation and may be 

receiving retirement pensions or getting support from their children or relatives.” 

The considerably high purchasing power among the elders may not always be the case. In 

the same study, Abejo (2004) stated that “two out of five elderly persons belonged to poor 

households.” The Philippine Daily Inquirer reported the findings of the National Statistical 

Coordination Board stating that “the percentage of Filipinos living below the poverty line remained 

practically the same between 2006 and 2012.” There are households which belong to the lowest 

income stratum and is being headed by a member of the family who is 65 years old and above. In 

2008, the Philippine Statistics Authority (PSA) recorded the households in Region 12 to be 12.8 

percent of the households in the Philippines, which belongs to the abovementioned classification 

of household. In contrast, poverty incidence in the region decreased by 0.1% from years 2012-

2015. 

In most situations, children of senior citizens provide financial support or gifts to their 

parents. Ogena (2006) quoted the finding of Glaser et al. (2004) stating that “senior citizens in the 

Philippines were most likely to receive financial and material support from their children. In study 

of Racelis, Abrigo, and Salas (2012), it was found out that other than the private transfer, “the 

sources of financing for elderly consumption in 2007 were own labor income and asset 

reallocation.” In addition, retirees from formal employment are also receiving their pension 

benefits other than the financial support of their children. 

The Philippine Statistics Authority (2016) recorded an increasing life expectancy at birth 

in Region 12 as of Years 2010-2015, which is 67.4 years for male (a 2.28% increase from Years 

2005-2010) and 72.3 years for female (a 2.12% increase from Years 2005-2010).  

The senior citizens segment is actually one of the most neglected market. An article in the 

Economist magazine dated August 8, 2002 entitled Marketing to the Old stated that “many 

companies seem blind to the fact that their customers are greying” and that, few of the companies 

“see the elderly as an exciting group to sell to.” de Asis (2010) stated that “what is striking is that 

this aging market will want to remain active and independent in their later age thereby opening 

opportunities for a slew of products and services that will enable them to do so.” 

Existing studies in the Philippine context about elders focus more on Gerontology and 

social dimension; few studies explored on the business-related dimension of well-being and 

lifestyle. At present, existing studies about the elders’ population in the Philippines tackle about 

economic well-being (Cruz, 1999), life expectancy (Cruz, 2007), transitions among Filipino 

elderly women (Yoingco, 2010), and living arrangements, work activity and labor income as old-

age support (Racelis, Abrigo, and Salas, 2012).  Yet, there is an absence of published study in the 

Philippines which specifically shows the items that are frequently bought by elders either for 

household or personal consumption and use.  
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While there is a prominent call among business analysts in the world to take heed on the 

promising market for the elders, a more in-depth and area-specific study on the buying behavior 

and practices of the elders market is needed to really determine if the marketing efforts of industries 

will pay-off—which in this case, the senior citizens market in Region 12 or the SOCCSKSARGEN 

area.  

Region 12 is composed of the provinces of North Cotabato, South Cotabato, Sarangani and 

Sultan Kudarat and five (5) cities, which are Cotabato, General Santos, Kidapawan, Koronadal, 

and Tacurong. The Gross Regional Domestic Product (GRDP) of Region 12 (at constant 2000 

prices) increased by 0.4% from fiscal years 2011-2013 (PSA, 2014).  

With the changing socio-economic climate in Region 12, the senior citizens in the region 

are potential consumers that must be explored by various business industries. The challenge is to 

know the varying buying behavior that includes buying practices of the elders market, which is the 

aim of this study. 

 

Statement of the Problem 
The main problem of the study is “What is the buying behavior of the different segments 

of senior citizens in Region 12?” The sub-problem are the following: 1) What are the significant 

factors influencing the buying behavior of senior citizens in Region 12?; 2) What are the different 

segments of senior citizens?; and 3) What are the buying practices of various segments of senior 

citizens? 

 

 

Methodology 

 

Research Design 

The research design used in this study was descriptive research design. The study aimed to 

establish homogeneity in determining the buying behavior of senior citizens in the said region.  

Using the PSA’s recorded population (N) of senior citizens who are 60 years and above in 

May 2010, which is 216,586 and applying the Slovin’s formula, the sample population derived is 

399.26 or 399 from the 4 provinces including the 5 cities in Region 12 with error tolerance (e) of 

0.05 and 95% confidence interval. 

A purposive sampling technique was used in identifying the provinces, 

municipalities/cities and barangays within Region 12 where the sample population was selected. 

Respondents coming from the four provinces in Region 12, namely, the provinces of North 

Cotabato, Sarangani, South Cotabato, and Sultan Kudarat were selected. The total population of 

the respondents in this study was 500. One-hundred percent of the questionnaires was distributed 

but 85.8% or 429 were retrieved and encoded.  

 

Data Collection Method 
The conduct of survey in 4 provinces in Region 12 started in December 21, 2015 and 

culminated on January 26, 2016. Respondents were conveniently interviewed using either self-

administered survey or structured survey interview. The instrument which was used in the survey 

was a self-made survey questionnaire.  
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Statistical Treatment 

The data were first analysed using the Cronbach’s Alpha Reliability Test, descriptive 

statistics, factor analysis and cluster analysis. The reliability of the data needed for factor and 

cluster analysis was tested using the Cronbach’s Alpha Test of Reliability. Similar rule used in 

testing the data gathered during the pre-test was applied. 

Part 1 was the conduct of factor analysis before the data was subjected to descriptive 

analysis and into cluster analysis.  To determine how many factors (or components) to extract, the 

result of Kaiser’s criterion and the Scree Plot was observed.  

Upon determining the number of factors to be extracted, an orthogonal rotation was 

conducted, and that is, the Varimax rotation method. The four factors were determined after 

twenty-five rotations. Factor analysis was used to identify latent variables that could be retained 

for cluster analysis. 

Part 2 was the conduct of a cluster analysis to identify the segments of the senior citizens 

market considering some variables that may affect their buying behavior. The first part of cluster 

analysis was the clustering of variables or according to the reasons of respondents in buying goods 

and/or availing services. The second clustering procedure was according to the respondents or 

cases that became the basis of segmentation of respondents.  

After the senior citizens-respondents have been clustered, the clusters were cross-tabulated 

using the frequency and percentage distribution of the profile and the buying practices of the 

respondents. SPSS 22.0 software was used in analysing the data for all statistical treatments.  

 

Findings and Implications 

 

Analysis and Interpretation of Results 
Significant Factors of Buying Behavior of Senior Citizens in Region 12. Factor analysis 

was applied on purpose of extracting the significant latent variables and eliminating the 

insignificant one. Four factors were generated. 

Factor 1 is labelled as the Self-Gratification Reasons. The label of Factor 1 emanated from 

the latent variables that are more likely pertaining to the importance that the respondents have 

given to their wants desires rather than wants. 

Factor 2 is labelled as Family-Related Reasons. The latent variables in Factor 2 are 

appertaining to involvement of the filial considerations in buying products and/or availing services. 

Factor 3 is labelled as Social-Related Reasons. The label given to Factor 3 are related to 

the value that the respondents gave on the social-dimension of their lifestyle as one of the reasons 

in deciding on what products to buy and/or services to avail. 

Factor 4 is labelled as Necessity-Related Reasons. The latent variables in Factor 4 are 

appertaining to the needs of the respondents as a reason in buying products and/or availing 

services. 

Different Segments of Senior Citizens in Region 12. Four clusters emerged: the Traditional 

Buyers; the Self- and Family-Oriented Buyers; the Dependents; and the Well-Rounded Buyers. 

Comparing the four clusters generated, it can be observed that the respondents in the clusters have 

approximately the same dominant result in terms of gender, civil status, source of income, living 

arrangement, the usual products and/or service that they buy depending on the time basis, retail 

outlet/format and location of buying.  

Profile and Buying Practice of Different Segments of Senior Citizens in Region 12. The 

four clusters (or segments) are profiled and labelled in this section. Cluster 1 is labelled as the 
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Traditional Buyers because most respondents in this cluster buy products and/or avail services that 

an aged or older consumers are expected to include on their buy-list. Grocery food products, which 

can be bought conveniently is on the buy-list of majority of respondents. The Traditional Buyers 

prioritize on their buy-list and in their buying decision the most necessary and essential products 

and/or services that a senior citizen should be consuming. This segment buys basic food products 

in daily basis and health-related and non-food products on monthly or yearly basis.  

More than seventy percent of the respondents in this segment personally buys products 

and/or services (79.8%) but 59.6 percent have child/children who are buying or availing 

commodities for them. A large number of respondents buy products and/or avail services in the 

public market (92.9%) and more than fifty-percent is buying in the department stores (60.6%), 

shopping malls (57.6%), and sari-sari stores (54%). Almost all of the respondents in this segment 

buy products and/or avail services within the municipality/city (99%) but approximately fifty 

percent of the cluster’s population buys also in other municipality/city (44.9%).  

This segment has the biggest population among all other segments, which is approximately 

50 percent of the total population of the respondents (198 respondents). This segment is on the 

mid-age of seniority. If combined, respondents who are 71-75 years old (19.2%) and 76-80 years 

old (16.2%) are more than the population of the 60-65 years old.  

More than half of the population of the segment is female (60.6%) and married (61.6%). 

Traditional Buyers are occupied with the following activities: religious, civic, and community 

service (39.4%), managing own farm (35.4%), retired and attending personal activities (27.3%), 

retired and attending family (25.8%), and managing own business (23.7%). Sources of income of 

more than thirty-percent of the respondents are support from children or relatives (46.5%), pension 

(44.9%), and income from own farm (34.3%). More than twenty percent of the respondents in this 

segment are living with their spouse and children (33.8%) and with their children only (21.2%).  

Most Traditional Buyers have limited source of income that is consequential to modest 

purchasing power compared to Self- and Family-Oriented Buyers and the Well-Rounded Buyers. 

Cluster 2 is labelled as the Self- and Family-Oriented Buyers because majority of the 

respondents in this cluster buy products and/or services for the basic needs of their family and for 

their own needs. Other than managing their own business, they are attending their family after 

their retirement. It can also be observed that even though they are prioritizing food products that 

are needed for their physiological survival on their buy-list, most of them put due importance on 

clothing (92.3%), footwear (85.7%), and beauty and grooming services (61.9%) as needed in 

dealing with people who are within their business circle.  

The Self- and Family-Oriented Buyers buy highly perishable food products on a daily basis 

and food products with longer perishability on a weekly basis (except rice which they buy on a 

monthly basis). Health-related products/services are being bought on a monthly basis while 

clothing, footwear, apparels and other non-food products are bought on a monthly or yearly basis.  

Above fifty-percent of the respondents in this segment buy products and/or services in the 

public market (93.8%), department stores (80%), sari-sari store (69.2%) and shopping mall 

(53.8%). The Self- and Family-Oriented Buyers buy products and/or avail services from within 

the municipality/city (100%) but more than fifty percent of the cluster’s population buys also in 

other municipality/city. The Self- and Family-Oriented Buyers segment has least number of 

respondents which accounts to slightly above 15% of the total population of the respondents.  

The Self- and Family-Oriented Buyers are better-off than respondents from other segments 

as indicated by the multiple sources of income of the respondents if thirty-percent will be used as 
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benchmark of comparison. Moreover, majority of the respondents in this segment manage their 

own business and their own farm, which can surely provide them with purchasing power. 

The Self- and Family-Oriented Buyers are young seniors compared to the Dependents and 

the Traditional Buyers (see Table 4.23). More than thirty-percent is 60-64 years old (43.1%) and 

65-70 years old (33.8%). Majority is female (64.6%), married (52.3%) and living with spouse and 

children. 

Cluster 3 is labelled as the Dependents. The Dependents are on older age of seniority 

compared to other segments. Majority of the respondents in this segment are in between the age 

of 66-70, followed by the same percentage for 71-75 years old (21.4%) and 60-65 years old.  

The population of the Dependents who are into buying activity is few compared to other 

segments. The segment is about thirteen-percent of the total population of respondents. The 

Dependents are not ardent buyers.  

Even though the Dependents are not ardent buyers, it is interesting to know that clothing 

(89.3%) and footwear (85.7%) are into the top of the buy-list of the majority of the respondents 

other than grocery food products (92.9%), and rice and health-related products and services 

(86.9%).  The Dependents buy food products on a weekly basis (except vegetables, which are 

being bought on a daily basis) and non-food products/services on a monthly and yearly basis. 

The Dependents practically seeks assistance from their children in buying products and/or 

services that they need or want (73.8%) although they also buy products and/or services, personally 

(70.2%). Only three retail outlets/formats are frequented by more than fifty-percent of the 

Dependents compared with the retail outlets/formats in other segments. The retail outlets/formats 

mentioned above are public market (90.5%)’ department store (61.9%), and sari-sari store (56%). 

Almost all of the Dependents are buying products and/or availing services within the 

municipality/city (98.8%) while 45.2 percent buys outside the municipality/city and in both places. 

The Dependents primarily get support from their children or relatives (73.8%). Very few 

respondents from this segment have multiple source of income, which makes them, basically, 

dependent to their family members and relatives. Even with their age, the Dependents are still 

active. The respondents are still occupied with their religious, civic and community service 

(29.8%) and in managing their own farm (22.6%). Since they are socially interactive, the 

Dependents make sure that they feel good and look good because they put clothing and health-

related products on top of their buy-list other than wet market products, vegetables, fruits, and 

bread and other bakery products. As mentioned above, the Dependents have the fewest source of 

income and the older senior citizens. In this regard, gadgets, private vehicle, leisure travel, and 

recreation are the least priority.  

Majority of the Dependents are living with their spouse and children (40.5%). The 

population of the Dependents is almost twenty-percent of the total population of the respondents 

(n=84). 

Cluster 4 was labelled as the Well-Rounded Buyers .The Well-Rounded buyers are more 

active and explorative than buyers from other segments mentioned above because more than fifty 

percent of the respondents bought items such as gadgets (53.7%) and leisure travel (52.4%). This 

segment is composed of ardent buyers. As presented in Table 4.21, more than fifty-percent of the 

respondents include more than twenty products and/or service on their buy-list in comparison with 

respondents in other segments who include only less-than-twenty products and/or services on their 

buy-list.  
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The Well-Rounded Buyers are dominantly female. The buy-list of the Well-Rounded 

Buyers includes not only products and services that an average older consumers buy but also those 

that they do not basically need to survive, physiologically, as compared with other segments.  

In this segment, food products are being bought on a weekly basis (except vegetables, 

which are being bought on daily basis). Health-related products/services are bought and leisure 

travel are done on a monthly basis. Other non-food products/services are being bought on a 

monthly or yearly basis.  

The Well-Rounded Buyers personally buy products/services in public market (90.2%), 

department stores (81.7%), shopping mall (59.8%) and sari-sari store (54.9%). More than ninety-

percent of the respondents buy products and/or avail services within the municipality/city but 

exactly fifty percent of the cluster’s population buys also in other municipality/city and in both 

locations.  

The Well-Rounded Buyers are younger than the Traditional Buyers and the Dependents 

but could be of same age or older age of seniority with the Self- and Family-Oriented Buyers. Most 

respondents are 60-65 years old (46.3%) but 66-70 years old is 22 percent of the respondents and 

76-80 years old constitutes 20.7 percent of the respondents (see Table 4.23). Majority of the Well-

Rounded Buyers are female (61%) and married (70.7%).  

The Well-Rounded Buyers really personify a retired senior citizens who are indulging 

themselves with goodness of life after retirement. Most respondents from this segment still manage 

their own farm (39%) but majority of them are doing religious, civic, and community service 

(37.8%), retired and attending their family (31.7%), and retired and attending personal activities 

(25.6%).  

The Well-Rounded Buyers might be ardent buyers but they have a modest purchasing 

power compared to the Self- and Family-Oriented Buyers.  The primary source of income of the 

respondents in this segment are pension and support from children or relatives (both at 50%). Yet, 

more than thirty-percent of the respondents derive income from their own farm (36.6%) and 

savings (34.1%) they also receive income from their own farm. Majority of the respondents in this 

segment live with their spouse and children (45.1%). On the other hand, the Well-Rounded Buyers 

have seemingly a freedom of choice as a consumer because 15.9% of them are living 

independently. The Traditional Buyers segment have 16.2% of the population who are living 

independently, whereas the Self- and Family-Oriented Buyers and the Dependents have less than 

ten percent.  The population of the Well-Rounded Buyers is approximately similar to the 

population of the Dependents (n=82 or 19.11%).      

         

Conclusions 

Elder consumer is a growing market in global economy and eventually, in the Philippines 

and in Region 12. Moreover, a considerable number of senior citizens nowadays are revealing an 

active lifestyle. Health and wellness is still the utmost priority of the active elders, but they are 

also aware of the change in the market trends.  

 

Statement of the Problem No. 1: “What are significant factors influencing the buying 

behavior of senior citizens in Region 12?” 

Four factors were generated that explains the reason why senior citizens in Region 12 buy 

products and/or avail services, which are:  The Self-Gratification Reasons; the Family-Related 

Reasons; the Social-Related Reasons; and the Necessity-Related Reasons. The two extreme factors 

are the Self-Gratification Reasons and the Necessity-Related Reasons. Necessity-Related Reasons 
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are reasons in buying products and/or availing services that compose the needs for health, wellness, 

and physiological survival. On the other hand, Self-Gratification Reasons are composed of reasons 

of senior citizens in buying products and/or availing services that are related to their wants or 

desires, which are beyond their basic needs. The factor Family-Related Reasons, is composed of 

reasons in buying products and/or availing services, which pertain to family. Reasons of senior 

citizens in buying products and/or availing services for their community, business, and social 

interactions are clumped in the Social-Related Reasons.  

With the derivation of the factors influencing the buying behaviour of senior citizens in 

Region 12, it can be concluded that even the reasons in buying products and/or availing services 

for personal use have varying categories as reflected by the emergence of Self-Gratification 

Reasons and the Necessity-Related Reasons.  

 

Statement of the Problem No. 2: “What are the different segments of senior citizens?” 

The market segment of senior citizens in Region 12 are the following:  The Traditional 

Buyers; The Self- and Family-Oriented Buyers; The Dependents; and The Well-Rounded Buyers.  

 

Statement of the Problem No. 3: “What are the buying practices of various segments of 

senior citizens?” 

The Traditional Buyers prioritize on their buy-list and in their buying decision the most 

necessary and essential products and/or services that a senior citizen should be consuming. Food 

and health-related products/services are on the top of the buy-list of this segment than non-food 

products/services. The Traditional Buyers is a segment with the biggest population among other 

segments but it has limited purchasing power. 

Self- and Family-Oriented Buyers want to feel good and to look good. Other than food 

products, most of senior citizens in this segment include clothing and footwear on top of their buy-

list than health-related products/services but not conspicuously. The Self- and Family-Oriented 

Buyers segment has least number of respondents but it has the highest purchasing power among 

the segments. 

The Dependents are not ardent buyers but most of them include clothing and footwear into 

their buy-list than basic food items such vegetables, fruits, and bread and other bakery products. 

They are older than the buyers in other segments and have limited sources of income, which could 

be the reason why they are not eager buyers. The segment depends on the provisions and assistance 

of family members and/or relatives.  

The Well-Rounded Buyers are more active and explorative compared to other segments. 

The segment has a freedom of choice and more decisive when it comes to buying decision. The 

segment is also the most ardent buyers among the segments but it has a modest purchasing power.   

The profile of the four segments are almost the same. The four segments of senior citizens 

share commonalities in terms of the following: 1) they are active senior citizens; 2) grocery food 

products is at the buy-list of almost all respondents;  3) they personally buy products and/or 

services in public markets and department stores but go to other places, as well, to buy; 4) majority 

are female and married; 5) the main source of their income is the financial support coming from 

their children or relatives; 4) they are living with their spouse and children. 

Among the four segments, the Traditional Buyers is the most promising segment in terms 

of size but in contrary when it comes to purchasing power. Meanwhile, the Self- and Family-

Oriented Buyers might be an unappealing segment in terms of size but it has a higher purchasing 

power.  
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In addition, the Well-Rounded Buyers maybe relatively small in size as compared to the 

Traditional Buyers, but this is the most pro-active segment of older consumers and the most ardent 

buyers. The segment would not mind spending more time for information search. The Well-

Rounded Buyers have high propensity to buy but with a modest purchasing power. 

Lastly, the Dependents might easily be dismissed as a less promising consumers segment. 

But their child/children who buy the products for them become a potential target market.   

 

Recommendations 

Products and/or services can be positioned among the four market segments of senior 

citizens in Region 12 in three ways: potentialities in terms of size, the product/service offering, 

and of the propensity to buy.  

Companies and marketing practitioners who are interested in expanding a bigger market 

share in Region 12 should consider capturing the older consumers composed of senior citizens.     

Industry players who are conceptualizing penetration strategy (high volume of product offering 

and low price) among the older consumers market must target the Traditional Buyers and the Well-

Rounded Buyers. The modest purchasing power of the previously mentioned segments encourage 

them to find low-priced products and/or services. Moreover, the combined size (or population) of 

the Traditional Buyers and the Well-Rounded Buyers provides assurance to producers and 

retailers.   

Product development strategies would be more effective to the explorative Well-Rounded 

Buyers.    Market development and market expansion strategies must be applied to the Traditional 

Buyers, Self- and Family-Oriented Buyers and the Dependents. The market development and 

market expansion strategies would be most effective if applied by manufacturers and retailers of 

low-priced products to Traditional Buyers and the Dependents. Manufacturers and sellers of 

relatively high-priced products must consider exploring the Self- and Family-Oriented Buyers. 

The Self- and Family-Oriented Buyers may be the least populated segment but they are the most 

affluent among the four segments.  

On the other hand, the Dependents is a potential market segment for expansion given their 

dependence to their child/children in buying products and/or availing services. The child/children 

of the Dependents become(s) a potential target market. Strategies of producers and sellers must 

aim to capture the preference of both the senior citizens in this segment and their child/children. 

A strategic planning on how to synchronously target these two segments is recommended.  

Other than public market and department store as the retail outlets/formats where 

Traditional Buyers and the Well-Rounded Buyers buy products and/or avail services, the segments 

buy from shopping malls. Shopping malls must ensure that their wet market section can compete 

with the public market, not only in terms of variety and assortment of products, but on the freshness 

of the products on-display, as well. It is worth recommending that shopping malls must have 

pharmacy that can compete with the product offering of stand-alone pharmacies or drug stores. 

The recommendations, however, applies to municipalities/cities where shopping malls are present.  

The government must be keener in the implementation and monitoring of the consumer’s 

rights of the older consumers in public market, department stores, and shopping malls where the 

different segments of senior citizens usually buy the products and/or avail the services.  

Findings about the older segment of the consumers group can be utilized as material in 

academic discussions pertaining to market segmentation, consumer’s behaviour and marketing 

strategies. Presentations of the socio-demographic and economic characteristics, lifestyles, and 

buying practices of various segments of senior citizens provide basic knowledge about the 
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upcoming valuable consumers group in the Philippines to the future marketers and industry 

players. 

This study establishes baseline information about senior citizens in Region 12. Researchers 

of business-related phenomenon in research universities must continually explore the market for 

older consumers and their corresponding market segments, as well as the supply-side involving 

senior citizens. Future researchers should study the preference of senior citizens in Region 12 for 

specific products or services or specific characteristics that they wanted from products and/or 

services that they need. A study about the strategies of the producers and sellers to entice the older 

consumers would be very informative. 
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 EXPLORING CUSTOMER PERCEPTION OF SELECTED GREEN RESTAURANTS 

IN BAGUIO CITY 

 

Starlet Joy Caliwan 

University of Baguio 

s_caliwan@yahoo.com 

 

Abstract 

 

Faced with global climate change and many other challenges, sustainability is particularly 

situated to appeal to many. In particular, as the City of Pines has flourished to be a melting point 

for both travellers for sight and food, an increasing concern about the impact of human activities 

on the environment has increased. This research examined the perception of customers about 

restaurants green practices and the belief and attitude as manifested considering particular 

demographics such as gender, age, income level and dining out frequency with the purpose of 

knowing the market for green restaurants, the practices employed and the extent to which 

customers are willing to pay for dining at green restaurants. Questionnaires were distributed 

randomly through purposive sampling. Qualitative interpretation using Analysis of Variance 

(ANOVA) and descriptive statistics were gathered for result and interpretations. The significance 

of knowing both the customer and the restaurant industry practices in greening the environment 

can provide future partnership and open avenues for better implementation towards a greener 

future. 

 

Key Words 

 

Sustainability; Hospitality and Tourism; Green Restaurants   
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WORKING MOTHERS BUYING DETERGENTS: ONLY PRICE MATTERS 

 

Vicente Salvador E. Montaño 

University of Mindanao 

Manuel S. Ortega 
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vicente_montano@umindanao.edu.ph 

 

Abstract 

 

Despite numerous marketing mix studies of detergents very little academic investigation 

to determine its significant marketing attributes exist. This paper aims to determine among 

advertising, branding and pricing attributes, working mothers significantly considers when buying 

a detergent. Allowing working mothers to assign values in each attribute, the conjoint analysis 

method was used to determine the derived importance instead of the stated importance. This enable 

the generation of a regression model with a variability of 0.70, describing the working mothers’ 

choice of detergent to reveal that price with a positive coefficient of 4.58, very high, p-value of 

0.013, significant is the only attribute that emerge considerable, compared with brand with a 

positive coefficient of 0.83, very low, p-value of 0.61, not significant. Moreover, there were no 

significant difference among working mothers when grouped according to their employment status 

(full-time, part time or self-employed), civil status (single parent or married) and level of income 

(low, moderate or high). This implies that working mothers remains to be a market niche without 

any sub niche in the detergent market. Pricing strategy is the key for detergent companies who 

wanted to enter, maintain or increase their market share.       Remember the following filenames 

and e-mail subjects for your submission: 

  

 

Key Words 

 

Marketing attributes, detergent pricing, conjoint analysis, multiple regression analysis, variance 

analysis, Davao City, Philippines, Southeast Asia.  
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Session F - SMEs and Entrepreneurship 
 

 

ACADEMIC RESEARCH RELEVANCE TO BUSINESS PRACTICES: PERCEPTIONS, 

SCAN INTENSITY, USE AND INTENTIONS OF BUSINESS PRACTITIONERS IN 

BATANGAS 

 

Sheila Maloles 

De La Salle Lipa 

College of Business Accountancy and Management 

sheilamaloles@yahoo.com 

 

Abstract 

 

This paper explored the role of academic research and its significance or relevance to 

business managers and sought to understand if recognition of the role of university research and 

knowledge produced by academicians influence business practices. Survey and interviews were 

conducted among business professionals in the province of Batangas, Philippines with the 

intention of determining perceptions of practitioners on academic researches and to propose 

directions to research universities in the province.  It identified the perceived value and relevancy 

of research conducted by both faculty and students to business professionals and determined if the 

latter acknowledge (or trust) universities as knowledge repositories and use them in practice.  An 

investigation on the relationships between profile of respondents and their belief and his or her 

intention to use university research was established and identified their scanning practices and 

behavior in the presence or absence of a formal research.  Results reveal that although most 

researches provide opportunities and information that support community well-being, much of it 

is either underutilized and does not provide a clear synthesized finding and solid recommendations 

to influence policies and practice.  Respondents believe that university researches are relevant but 

are difficult to access and use highly technical terms that only academicians know.   To stay abreast 

with industry trends, business professionals would experiment with innovative ways of collecting 

information and spend a lot of time looking for the next new product or process despite the 

availability of information in university research websites and publications. Other than shelving 

their research paper, educational institutions should focus more on providing a clear synthesized 

findings and solid recommendations for research that influences policies and practice as a result 

of their findings. 

 

Keywords:  knowledge, academic research relevance 
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DRIVERS AND BARRIERS OF PROFESSIONALIZING FAMILY BUSINESSES IN 

KORONADAL CITY, SOUTH COTABATO 

 

Michelle Capistrano 

Faculty of Notre Dame of Marbel University 

michellefampulme@gmail.com 

 

Abstract 

 

This study aimed to identify the drivers and barriers of professionalizing family businesses 

in Koronadal City, South Cotabato. Specifically, it determined the profile of family businesses in 

terms of years of existence, business classification, professional exposure and extent of 

involvement of family members; current management practices by such firms as to management, 

operations, marketing and finance; and drivers and barriers of professionalizing family businesses. 

The study used a descriptive type of research design. There were 20 family businesses identified 

to be the respondents of the study. Frequency count, ranking, percentage, weighted average mean 

and Pearson R were the statistical methods used. 

Based on the findings of the study, it was concluded that 35% of the respondents existed 

for more than 30 years and are considered medium-sized entities. Family members showed interest 

in professional exposures such as education, training and membership in professional 

organizations. Also, family businesses had a formal management practices although some needed 

improvement. In terms of family involvement, the founder had the highest extent of involvement 

in ownership followed by the children. When it comes to the extent of involvement in management 

and decision making, children are more active and involved. Interestingly, the founder is also very 

much involved in planning and decision making because these areas are considered critical. 

Current management practices as to marketing and finance had a significant relationship 

with the desire for business continuity while practices as to management had a significant 

relationship with the barriers on organization or governance structure. The study also identified 

that family businesses professionalized their firms because of the desire for business continuity. 

However, lack of financial resources was determined to be a barrier in professionalizing the 

business. Recommendations were presented to improve the operations of family businesses and to 

present the findings of the study in professional forums to aid family firms in professionalizing 

their business. 

 

Key Words 

 

Family Business: Professionalization: Business Management 
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Introduction 

 

 The key to successful family business survival depends to a large extent on healthy family 

relationships. However, with the increasing competition and integration of business transactions 

globally, good relationships are not enough. For a family business to survive, there is a need for 

excellent management, exceptional strategic plans and appropriate structures called 

professionalization. 

 Family firms play major economic roles in the economy by creating employment 

opportunities, being catalysts of innovations, stimulating indigenous entrepreneurship, and 

maintaining competition (Onuoha, 2013). As cited by Family Business Alliance International, 

family owned businesses contribute 64% of the GDP or $5,907 billion and employ 62% of the 

U.S. workforce. 

Numerous studies presented that businesses all over the world are dominated by family 

firms (Chua,2005; Onuoha, 2013; Fang,2012; Gersick,1997; La Porta,1999). However, studies in 

the West revealed that the average span of a family business is 24 years (Conway Center for Family 

Business, n.d.). In the US, more than 30% of family businesses make it to the second generation; 

12% will still be viable into the third generation and 3% of all family businesses operating at the 

fourth-generation level and beyond (Family Business Alliance, n.d.). 

With this, most researchers believed that professionalization is the key for a sustained 

growth of the family business as exemplified by the study of Dyer (1989) which indicates three 

reasons why a family owned business might want to professionalize. First reason is the lack of 

management talent within the family. Family members sometimes lack necessary skills such as 

finance, marketing or accounting requiring the firm to look outside the family for help or attempt 

to broaden the skills of family members. Second reason is to change the norms and values of 

business operations by bringing in professional managers whose values are more consistent with 

organizational efficiency and achieving higher profits. Lastly, family firms professionalize to 

prepare for leadership succession. The founder or family leader may want to retire, thus there is a 

need to prepare family members before they can assume the responsibilities. Since family 

businesses are more vulnerable to harsh business environments and have more mortality rate, it 

will be in their interest to professionalize (Onuoha, 2013).  

According to the study conducted by Financial Advisors Inc., 85% of all businesses in the 

Philippines are family owned. The success stories of the Gokongweis, Ayalas, Yuchengcos, and 

other families have turned their family businesses into empires (Franco, et.al.,2005).  

 In South Cotabato Province there were 11,742 registered businesses for the year 2013, and 

3,212 are MSMEs in Koronadal City according to the reports of Local Economic and Investment 

Promotion Unit (LEIPU) and Department of Trade and Industry Provincial Office. An interview 

with a Certified Public Accountant, public practitioner, last October 2014 revealed that about 70% 

of family firms in Koronadal City are sole proprietorship and at the founder’s stage. According to 

the interview, owners lack technical know-how in running the business, yet they are hesitant to 

hire professionals or non-family members to manage the business because of three main reasons 

namely lack of trust, confidentiality, and costs. These may be some of the reasons why so many 

family firms have difficulty in advancing to the next development and growth.  

Thus, this study focused on identifying the drivers and barriers faced by family businesses 

in Koronadal City, South Cotabato towards professionalization. The results of the study would 

serve as a basis on how management and owners of family business prepare for professionalizing 

their business and operations. 
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Statement of the Problem and Objectives 

 

 This study identified the drivers and barriers of professionalizing family businesses in 

Koronadal City, South Cotabato. 

Specifically, it answered the following questions: 

1. What is the profile of family business in Koronadal City, South Cotabato in terms of: 

1.1. years of existence of the business; 

1.2. classification of business based on: 

1.2.1. size based on number of employees, 

1.2.2. size based on total asset. 

1.3. professional exposures of the family members in terms of: 

1.3.1. education; 

1.3.2. training; and 

1.3.3. other professional experiences 

1.4. extent of the involvement of family members as to: 

1.4.1. ownership, 

1.4.2. management, and 

1.4.3. decision-making? 

2. What are the current management practices implemented by the firm as to 

2.1. management; 

2.2. operations; 

2.3. marketing; and 

2.4. finance?  

3. What are the drivers of professionalizing family business? 

3.1. Growth in business 

3.2. Need for technical competencies 

3.3. Desire for change 

3.4. Desire for business continuity 

3.5. Desire for more strategic role for the owner 

4. What are the barriers of professionalizing family business in terms of: 

4.1. organization/governance structure; 

4.2. human resource; 

4.3. lack of financial resources; and 

4.4. lack of succession plan? 

5. Is there a significant relationship between current management practices and drivers of 

professionalization? 

6. Is there a significant relationship between current management practices and barriers 

of professionalization? 

7. Based on the results of the study, what are the recommendations to further improve the 

operations of family owned businesses? 
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Research Design 

 

 The study used a descriptive research design. Descriptive research is concerned with the 

description of data and characteristics about a population. The goal is the acquisition of factual, 

accurate and systematic data that can be used in averages, frequencies and similar statistical 

calculations. 

The design was appropriate to the study since the research focused on determining the 

profile of family owned businesses in Koronadal City, the current management practices 

implemented by the firm, the drivers and barriers of professionalization and its relationship to the 

current management practices.  

Survey questionnaire and interview questionnaire were used as main instrument in 

gathering data. Also, it includes gathering, classification and presentation of the data and facts to 

describe the characteristics of all the information gathered. 

 

Locale of the Study 

 This study focused on family owned businesses identified in Koronadal City, South 

Cotabato. 

 Koronadal City is in the southwestern part of the island of Mindanao. The city is bounded 

in the northwest by the municipality of Tantangan, South Cotabato and the municipality of 

Lutayan, Sultan Kudarat in the northeast; on the southwest, by the municipality of Banga and on 

the southeast, by the municipality of Tupi and Tampakan, South Cotabato. As the provincial 

capital, Koronadal is the center of social, economic, and political activities in South Cotabato, such 

as government administration, commerce, trade, transportation, communication, and education.  

The number of registered business in Koronadal City is increasing. From 2,943 registered 

businesses during 2012, it increased to 3,212 for the year 2013.  

As the administrative center of Region XII, Koronadal has become important hub of 

commercial, industrial and other socio-economic activities. Koronadal enjoys the distinction of 

having identified as the Agri-Industrial Center of the province of South Cotabato which made it as 

a lead center for industrialization acting as catalyst for development particularly in the second 

district of South Cotabato. 

 

Respondents of the Study 

 The respondents of the study were the owners of the identified family businesses or any 

family member active in the business. Also, members of the top level management such as 

managers, finance officers, and human resource were considered as respondents for firms wherein 

owners are not available.    

There were three considerations in the selection of respondents (family firm) of the study. 

The first criterion is that majority ownership and control lies within a single family, regardless of 

the industry or nature of the business. Second, firms that are at least five years in existence are to 

be included. This is to ensure that the business is quite stable and has proven to be viable. Lastly, 

only family firms attempted to or planning to professionalize their business and those that are 

professionalized shall be considered.  

Interview with practitioners registered with Philippine Institute of Certified Public 

Accountants (PICPA) South Cotabato Chapter was conducted by the researcher to have a real 

picture of family firms in Koronadal City.  The results of this interview were used to determine 
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the population of the study. Also, to validate the population, the researcher interviewed the 

Department of Trade and Industry and some owners of family firms in Koronadal City.  

 The population of twenty family firms was identified based on the preliminary interview 

conducted. Purposive sampling was used in selecting respondents of the study. The respondents 

were identified based on the clients recommended by the public practitioners interviewed. To 

gather more respondents, the researcher asked every family firm selected or surveyed to 

recommend another family firm. 

 

 

Summary of Findings 

 

 Based on the inquiry conducted, the desire for business continuity is identified to be the 

main driver of professionalizing family businesses in Koronadal City and the main barrier is the 

lack of financial resources. 

 

Profile of Family Businesses in Koronadal City 

Thirty percent of the respondents existed for more than 30 year and 60% were classified as 

small businesses in terms of number of employees while in terms of total assets, 35% was medium-

sized entity. Most of the respondents (55%) require family members to graduate from a certain 

degree and 90% of the respondents attend trainings and seminars as part of professional exposures. 

Majority (65%) of the respondents said that family members were members of professional 

organizations like Chamber of Commerce and Rotary Club. 

In terms of ownership, the founder had the highest extent of involvement with a mean of 

3.25 followed by the children with 3.10. When it comes to the extent of involvement in 

management and decision making, children are more active and involved with the highest factor 

mean of 3.60. Interestingly, the founder is also very much involved in planning and decision 

making because these areas are considered critical. 

 

Current Management Practices 

The current management practices of family firms in Koronadal City involve having clear 

goals, objective and strategies that direct the business; having different department with different 

functions; having a well-conceived publicity and promotion program and preparing budget and 

financial analysis regularly. These items had the highest mean in terms of current management 

practices. 

 

Drivers of Professionalizing Family Businesses 

Out of the five common drivers of professionalization, the desire for business continuity 

was determined to be the main reason of professionalizing family businesses with factor average 

of 4.50 followed by the desire for changes with 4.31 average. The need for technical competencies 

with the lowest factor average of 4.15 was identified.  

 

Barriers of Professionalizing Family Businesses 

Lack of financial resources, with factor mean of 3.19, was the major barrier of 

professionalizing family businesses because most of the respondents believed that 

professionalization increases operating costs. This is followed by organization/governance 



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

179 

 

structure with factor mean of 3.11. Lack of succession plan got the lowest mean of 2.54 because 

most respondents consider succession plan as necessary in business survival. 

 

Relationship between current management practices and drivers of professionalization 

Most of the items in the current management practices do not have relationship with the 

drivers of professionalization. Only the current management practices as to marketing and finance 

have a significant relationship to the desire of business continuity. 

 

Relationship between current management practices and barriers of professionalization 

 Only current management practices as to management and barriers as to organization or 

governance structure had significant relationship. Having clear goals and objectives had the 

highest mean in current management practices thus, difficulty in formulating vision and mission 

for the business had the lowest mean as a barrier. 

 

Conclusion 

 

Based on the findings, this study concluded that 30% of the respondents existed for more 

than 30 years and are considered medium-size entities. Family members showed interest in 

professional exposures such as education, training and membership in professional organizations. 

Also, family businesses had a formal management practices although some need improvement. 

The desire for business continuity is the main reason why family firms in Koronadal City 

professionalize their business. However, because professionalization increases operating costs, 

lack of financial resources was the main barrier identified in professionalization. 

In terms of significant relationship of current management practices with drivers and 

barriers of professionalization, only practices as to marketing and finance had a relationship with 

the drivers of professionalization which is desire for business continuity. Also, only practices as 

to management had a significant relationship with the barriers of professionalization which is 

organization or governance structure. 

 

Recommendations 

 

 On the basis of the findings and conclusions, the following recommendations are offered: 

a. That recommendations presented in Chapter 4 be considered to guide family firms in 

improving their current operations and practices; 

b.  That findings of the study be presented in professional forums to aid family businesses in 

professionalizing their firms particularly in identify drivers and barriers they may 

encounter in professionalizing their business; 

c. That a further analysis as to the extent of professionalization in family firms in Koronadal 

City be conducted to determine the professionalization status of family firms, and to 

consider business size and industry in their implementation;  

d. That similar study be conducted to include the impact of professionalization in different 

aspects of family businesses such as the management, operations and finance, and to 

examine the difference of implementation of professionalization in family firms and non-

family firms; and 
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e. That similar study be conducted to include family firms in different cities or region to 

widen the scope of the study to provide data and information by looking at a greater number 

of organizations that will represent various industries and location. 
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Abstract 

 

This study aimed to determine the drivers of growth of microenterprises. Specifically, it 

described the personal profile of the entrepreneur, internal practices and external network of 

microenterprises; it determined which among the factors under personal profile, internal dimension 

and external dimension have significant effect on the growth of microenterprises; and it determined 

which among the three dimensions greatly affect the growth of microenterprises. The study used 

descriptive-exploratory research design. There were 45 respondents from the City of Koronadal. 

Frequency count, percentage, weighted mean and binomial logistic regression analysis were the 

statistical tools used. The study concluded that the internal practices can bring more positive 

impact to the growth of microenterprises than external networks proving the concept of Resource-

Based View. Based on the results of the study, microenterprises should enhance their internal 

practices by attending seminars, training, among other things. The government should also widen 

its reach to microenterprises. Technical recommendations were also made for future researches. 

 

Key Words  

 

Drivers of Growth; Microenterprises 

 

 

Introduction 

 

Businesses establishments, both international and domestic, are categorized as micro, 

small, medium, and large. The establishments are categorized based on their number of employees 

and their total asset. In the Philippines, based from the 2012 statistics provided by Department of 

Trade and Industry (DTI), 99.58% of the total number of business enterprises in the Philippines 

are micro, small, and medium enterprises. Out of this total number of MSMEs, 89.78% are 

microenterprises. As defined by DTI, a business is categorized as microenterprise if the size of its 

asset, except the land where the office and plants are situated, is up to    P 3,000,000.00 and that 

the number of employees ranges only from 1 to 9. 

Microenterprises’ contribution to economic development stretched from the creation and 

distribution of goods, product and service innovations, channelling exchanges of money and credit, 

to efficient allocation of scarce resources, and employment provision. Roni (2003), as seen in 

Alkali, d Isa, and Baba (2012), says that the success of entrepreneurship results from certain 

environmental conditions and some economic factors input.  The external and internal environment 

of a business firm greatly affects its performance.  

On the other hand, internal environment encompasses all functions inside a business firm 

(marketing, management, finance, accounting, operations). According to Yusuf (1995), as also 

seen in Alkali, d Isa, and Baba (2012), “the most significant factors affecting the growth of small 
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businesses were good management, access to finance, personal qualities of the entrepreneur, and 

government support.”  

 There are countless possible drivers that can affect the growth of microenterprises 

depending on the level of environment exposures. This study shall therefore, determine the factors 

affecting the growth of microenterprises that shall serve as benchmark for the stakeholders 

(government, entrepreneurs, customers, creditors, community) in performing their potential roles 

and contributions in developing microenterprises. 

 

Statement of the Problem 

 

The study aimed to determine the drivers that significantly affect the growth of 

microenterprises.  

Specifically, it aimed to do the following: 

1. Describe the growth of microenterprise in terms of number of  

        employees. 

2. Describe the microenterprise in terms of the following drivers: 

2.1. Entrepreneur’s profile: 

2.1.1. demographics 

2.1.2. personality traits. 

2.2. Internal dimension in terms of: 

2.2.1.  profile 

2.2.2.  management practices 

2.2.3.  finance and bookkeeping practices 

2.2.4.  marketing practices 

2.2.5.  information technology usage. 

2.3. External dimension in terms of: 

2.3.1.  personal network 

2.3.2.  business network  

2.3.3.  government support 

3. Determine the drivers under entrepreneur’s profile, if any, that significantly affect the 

growth of microenterprises. 

4. Determine the drivers under the internal dimension, if any, that significantly affect the 

growth of microenterprises. 

5. Determine the drivers under external dimension, if any, that significantly affect the growth 

of microenterprises. 

6. Determine which of the three dimensions significantly affect the growth of 

microenterprises. 

 

Research Design 

 

This study used descriptive-explanatory research design. The descriptive research design 

was used to describe the entrepreneurs in terms of demographics and personality traits.  It is also 

used to describe the profile of the microenterprise and its practices. Drivers of growth were also 

described in this study making the research design appropriate. The exploratory research design 

was used to explore what are the drivers of growth of microenterprises by using binomial logistic 

regression analysis.  
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Locale of the study 

This study focused on the microenterprises located in the City of Koronadal, South 

Cotabato. The proliferation of microenterprises in Koronadal made it appropriate for the study. 

Furthermore, Koronadal is the investment haven and regional center of Region XII and classified 

as 3rd income-class city, wherein microenterprises have a large contribution to its economic 

performance. 

 

Respondents 

The respondents were the entrepreneurs of the microenterprises located in the City of 

Koronadal that have been operating for at least thirty-six months. 

 

Research Instrument 

 A self-made survey questionnaire was used to gather data with some items adapted from 

previous studies cited below. It is composed of three major parts: Part I contained questions about 

the respondents’ demographic profile and personality traits; Part II contained questions about the 

firms’ profile and internal practices and Part III contained questions about the respondents’ 

external network. 

 Part I was structured to obtain the demographic profile of the entrepreneurs. It also included 

12 Likert-type questions adapted from the study of Parilla (2013) and Garoma (2012) to measure 

the following personality traits of the entrepreneurs: need for achievement, internal locus of 

control, risk-taking propensity, and self-efficacy.  

Part II contained questions about date of registration of microenterprises. It included 

questions about the firms’ type of business operation, entrepreneurship, past and current number 

of employees, source of capital, start-up and current capital, and average annual sales. To describe 

internal practices of the microenterprises, 76 Likert-type questions about management, finance and 

bookkeeping, marketing, and information technology practices were included. Some of the items 

were based on observations while others were also adapted from the study of Parilla (2013). 

 Part III of the survey questionnaire contained 14 Likert-type questions to determine the 

external networks frequently accessed by the respondents such as personal network, business 

network, and government support. The items in this portion were based on pure observations. The 

Likert-type questions for part II and III were answered using the following responses: very often, 

often, sometimes, and rarely. 

 

Data Analysis 

Frequency and percentage distribution were used to describe the entrepreneurs’ 

demographic profile, the firms’ profile, and employment growth. 

Weighted mean was used to describe the degree of personality traits of the entrepreneur 

such as Need for Achievement, Internal Locus of Control, Risk-taking Propensity, and Self-

Efficacy. The weighted mean of the answers was interpreted as follows: 
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Table 1. Mean rating and verbal description for personality traits 

Mean Rating Verbal Description 

3.25 - 4.00 Very High Degree 

2.50 - 3.24 High Degree 

1.75 - 2.49 Low Degree 

1.00 -1.74 Very Low Degree 

 

The tool was also used to describe the level of management, finance and bookkeeping, 

marketing, and information technology practices. The weighted mean for the level of practices was 

interpreted as follows: 

 

Table 2. Mean rating and verbal description of level of internal practices 

Mean Rating Verbal Description 

3.25 - 4.00 Very Good 

2.50 - 3.24 Good 

1.75 - 2.49 Fair 

1.00 -1.74 Poor 

 

 The same was also used to answer the objective of the study in describing the level of usage 

of personal network, business network, and government support. The weighted mean was 

interpreted as follows: 

 

Table 6. Mean rating and verbal description of the network strength 

Mean Rating Verbal Description 

3.25 - 4.00 Very Strong 

2.50 - 3.24 Strong 

1.75 - 2.49 Moderately Strong 

1.00 -1.74 Weak 

 

Binomial Logistic Regression Analysis was used to determine whether the entrepreneur’s 

personal profile, internal dimension variables and external dimension variables can significantly 

affect employment growth. This tool was deemed appropriate for the treatment of dependent 

variable that takes the value of Gi = 1 if the microenterprise experienced growth and Gi= 0 if 

otherwise. There are 18 personal profile variables, 76 internal dimension variables, and 14 external 

dimension variables. The general form of the model is: 

ln (Gi / (1- Gi) = β0 + βi Pi + β2 IDi + β3 Ei  + é  (Model 1) 

where,  

Gi=  the dependent variable indicating the growth of microenterprises 

ln (Gi / (1- Gi) = the likelihood of growth of microenterprises 

β0= a constant, the value of Gi when all independent variables are zero 

βi=  represents the regression coefficient associated with each independent variables 

Pi= entrepreneur’s personal profile dimension 

IDi= internal dimension 

Ei= external dimension 

é = error term 
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The Omnibus Tests of Model Coefficients and Hosmer and Lemeshow Test were used to 

test the model’s “goodness of fit”. For the Omnibus Tests of Model Coefficients, the significant 

value (Sig.) should be less than .05 and in Hosmer and Lemeshow goodness of fit test, the 

significant value must be greater than .05. The Cox & Snell R Square and the Nagelkerke R 

Square values provide an indication of the amount of variation in the dependent variable (Pallant, 

2005). To determine which variables are significant, the significant value (sig.) must be equal to 

or less than 0.05 or five percent (5%) (Cooper & Schindler, 2008). 

 

Results and Discussions 

 

This study used the number of employees as an indicator of the growth of microenterprises. 

Based on the survey, 55.6 percent or 25 of the respondents experienced no employment growth 

while 20 or 44.4 percent experienced otherwise. Description of microenterprises in terms of the 

following factors: 

 

Demographics 

Age. Ten out of forty-five (22.2%) entrepreneurs belongs to the age group ranging from 

36-45 years old. Similarly, there are also 10 (22.2%) who belong to the age group of 46-55. It 

suggest that majority of the entrepreneurs are at their prime age. The result is similar to the study 

of Parilla (2013). Only 5 (11.10) belong to the age group of 25 and below. This may imply that 

people at this age prefer to be employed rather than to run their own business.  

Gender. The micro-business entrepreneurs are mostly female wherein 57.8% (26) are 

female and 42.2% (19) are male. There is indeed a gender gap between male and female 

entrepreneurs as suggested by Garoma (2012). 

Educational Attainment. Majority of the entrepreneurs are college degree holders (30 or 

66.7%). The result is similar with the study conducted by Wei and Hishamuddin (2008), wherein 

entrepreneurs have at least a tertiary level of education. Entrepreneurs value their education since 

it develops their learning capabilities and exposes them to new information that are useful in 

running their business. Goedhuys and Sleuwaegen (2000) infer that most successful entrepreneurs 

are the highly educated individuals. 

Number of Seminars Attended. The number of seminars attended by entrepreneurs for the 

last three years is very low. In this case, 84.4% or 38 of the respondents were able to attend 0 to 5 

seminars in the last three years. This may show that entrepreneurs do not give much attention to 

trainings and seminars probably because they are not well-informed of the different trainings and 

seminars available. 

 

Personality Traits 

Need for Achievement. Need for Achievement is a person’s need to strive hard to attain 

success. The data reveal that all the items that indicate need for achievement have an item mean 

rating of strongly agree (SA). This means that the entrepreneurs have very high degree (VHD with 

an overall mean of 3.50) of need for achievement. Wei and Hishamuddin (2008) found out that the 

need for achievement is associated with competitive advantage of a firm.  

Internal Locus of Control. Based on the data, all items that indicate internal locus of control 

got an item mean- rating of high degree (A). The overall rating is 3.14. This means that the 

entrepreneurs have high degree (HD) of internal locus of control. Entrepreneurs who exhibit this 

behavior tend to make bolder decisions to gain competitive advantage.  
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Risk Taking Propensity. The entrepreneurs display a high degree of risk-taking propensity. 

However, based on the result, taking risks even under risky conditions got a mean of 2.53. This 

may suggest that entrepreneurs do not just take risks but they take calculated risks to mitigate, 

lessen, or avoid losses. The ability of an entrepreneur to take risks has significant impact to the 

growth of the firms as suggested by Garoma (2012). 

Self-Efficacy. The entrepreneurs display a very high degree of self-efficacy with a total 

rating of 3.33. This is a good indication because according to Garoma (2012), self-efficacy is the 

ultimate trait that an entrepreneur should possess. Self-efficacy enables entrepreneurs to focus on 

what to achieve, thus, allowing them to exploit the resources available to them in order to achieve 

a certain level of success. 

 

Internal Dimension  

Large percentage of microenterprises existed for 3 to 5 years (26 or 57.8%). This may 

indicate that the microenterprises are still at the early stage of existence. This is consistent with 

the analysis made by Parilla (2013), wherein 66.53% of the microenterprises are still at the early 

stage.  

Type of Business Operation. Majority of the microenterprises (27 or 60%) provide services 

to their customers. This suggests that most of the microenterprises established are engaged in 

providing services such as internet cafes, boarding houses, carenderias, restaurants, etc. because 

they requires lesser capitalization than manufacturing. In the study of Barta, et al. (2013) and 

Znidarsic and Werber (2011), the largest share of enterprises in their research comes from the 

service sector.  

Type of Business Form.  A very large percentage of microenterprises (35 or 77.8%) are 

sole proprietorship in business form. These establishments are owned by a single entrepreneur.  

Source of Capital. Forty percent or 18 of the capital of the microenterprises come from 

both savings and loans. In addition, another 18 or 40% of the capital come from savings alone. 

This may suggests that entrepreneurs are not that aggressive when it comes to getting loans from 

banks or other financing institutions. Although, one major source of capital is both savings and 

loans, it implies that they are not fully dependent in using debt as a capital. 

Start-up Capital. There are 35 or 77.8% microenterprises that have a start-up capital of 

P500, 000 and below. This is because microenterprises start their operations at lesser capacity. 

Lesser capacity means fewer machineries or equipment and employees.  

Present Capital. In terms of present capital, microenterprises with Php500, 000 and below 

capitalization decreased to 27 or 60%. On the other hand, microenterprises with Php1, 000,001 – 

1,500,000 increased to 15.60% (7) versus the 2.2% result in the prior analysis. While 4.4% of the 

microenterprises were able to increase their capitalization to 3,000,001 and above. This means that 

4.4% were able to graduate from being a microenterprise to a small enterprise  

Average Annual Sales. Twenty six percent (12) of the microenterprises have average 

annual sales of P 150,000.00 and below. This may suggest that microenterprises realized sales 

because of limited capacity and capitalization. However, 24.4% (11) were able to generate P 

500,001 and above. This might be the result of the increase in the present capitalization of the 

microenterprises.  

Management Practices. The management practices have five indicators to assess the level 

of management practices of microenterprises. These are planning, organizing, motivating, staffing, 

and controlling. 
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The overall assessment on the level of management practices mean is “Good” with a mean 

of 2.83. This implies that microenterprises are practicing to a certain extent the different 

management practices.   

The microenterprises are good when it comes to planning. They set goals and objectives to 

a certain degree to establish for the business. Goals are communicated to the employees. In terms 

of organizing, the microenterprises are good in assigning tasks to their employees and in the 

implementing of policies. Microenterprises are good in terms of motivating their employees. 

Microenterprises are not strict when it comes to conducting personality and intelligence 

examination since the business operation is simple and does not require highly technical skilled 

labor force. Quality control has been one of the leading practices of the microenterprises with a 

mean rating of 3.31. The overall controlling practice of the microenterprises is rated as good. 

Evaluating sustainability and performance is one of the key practices of the microenterprises.  

Finance and Bookkeeping Practices. The overall assessment of the level of finance and 

bookkeeping practices is good with a mean of 2.89. In terms of financial planning, preparation of 

projected cash flow and budget practice got the highest mean rating of 3.05. This suggests that 

entrepreneurs emphasize cash analysis. The entrepreneurs are good in financial planning. The 

microenterprises rated fair when it comes to financing decision. The overall working capital 

management is good.  

Marketing Practices. The level of marketing practice of the microenterprises is good with 

a mean rating of 2.73. Microenterprises practice a certain level of marketing activities. 

Information Technology Practices. The level of usage of information technology is good. On the 

other hand, the use of IT softwares such as point of sale, accounting or inventory system is 

practiced fairly. Low usage of software may be explained by the study of Qureshil, Kamal, and 

Wolcott (2009). They argued that small firms hold back in using IT because of lack of awareness, 

affordability, and management capacity 

 

External Dimension   

Personal Network. The link between the entrepreneurs and their personal network is 

moderately strong. Based on the table, family members and friends are the frequent network being 

accessed by the entrepreneur as indicated by the mean ratings of 2.84 and 2.53, respectively.  

Business Network. Same as with the personal network, the link between the entrepreneurs 

and their business network is moderately strong. The stronger link is between the entrepreneurs 

and their customers and suppliers.   

Government Support. The link between the microenterprises and the government is also 

moderately strong. Manufacturing firms can benefit more in terms of technological assistance than 

firms that are engaged in trading or service provision.  

 

Drivers of Growth of Microenterprises 

Binomial Logistics Regression Analysis was used to determine the drivers of growth of 

microenterprises. As a result, only five variables can significantly affect the growth of 

microenterprises. The variables belong to the 3 dimensions: 1 from the entrepreneur’s personal 

profile; 3 from the internal dimension and 1 from the external dimension. This result was based on 

the retention variable with significant value equal to or less than 5 percent.  

(Model 2) ln (Gi / (1- Gi) = -15.361+ 3.773P13 - 2.921ID48 + 5.729ID52 + 4.673D60 +4.475E13 

+ 0                         

where, 
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P13 I like to invest in business even under risky condition 

ID48 Sets aside money for future expansions 

ID52 Records all transaction in the books of accounts 

ID61 Entrepreneur acts as sales person 

E13 Seeks information about the business from government agencies 

 

The model derived from Step 6 (Appendix F) has a “goodness of fit” based on the 

significant value of .000 and .059, respectively, in the Omnibus Tests of Model Coefficients and 

Hosmer and Lemeshow Test.  The values of Cox & Snell R Square and Nagelkerke R Squate 

suggest that 61 percent and 81.9 percent of the variability is explained by this set of variables. 

 

Entrepreneur’s Personal Profile Drivers Significantly Affecting the Growth of 

Microenterprises 

Only one variable from the entrepreneur’s personal profile was considered significant. “I 

like to invest in business even under risky condition” with significant value of 0.041 was accepted. 

This is one of indicators of risk-taking propensity personality trait. 

The B-value for this variable is 3.773. This indicates that a unit increase in the risk-taking 

propensity of the entrepreneur results in 377.3 percent more likelihood that the business will 

experience growth. 

 

Internal Dimension Drivers Significantly Affecting the Growth of Microenterprises 

There are three variables under this dimension that significantly affect the growth of 

microenterprises: (1) sets aside money for future expansion with a significant value of .027; (2) 

record all transactions in the book of accounts with significant value of .032; and (3) entrepreneur 

acts as sales person with significant value of .023. The variable “set aside money for future 

expansion” has a negative B-value of -2.921. A unit increase in the amount of money set aside for 

future expansion results in 292.1% declining likelihood of growth.  

For the two other significant variables (records all transactions in the book of accounts and 

entrepreneur acts as sales person), the B-values are positive, 5.729 and 4.672, respectively. This 

suggests that a unit increase in the frequency of recording transactions in the book of accounts 

results in 572.9 percent more likelihood that the microenterprise will experience growth. On the 

other hand, a unit increase in the frequency of entrepreneurs acting as sales person results in 467.2 

percent more likelihood of growth. 

 

External Dimension Drivers Significantly Affecting the Growth of Microenterprises 

In external dimension, the major driver that influences growth of microenterprise is seeking 

information about the business from government organization with a significant value of .032. The 

B-value of this variable is 4.475. A unit increase in the frequency of microenterprises seeking help 

from government agencies in the conduct of business results in 447.5 percent more likelihood of 

growth. 

 

Dimension that Significantly Affects the Growth of Microenterprises 

Among the 3 dimensions, internal dimension has the highest number of drivers that can 

significantly affect the growth of microenterprises. Furthermore, the highest resulting likelihoods 

come from this dimension. Thus, internal dimension can significantly drive the growth of 

microenterprises. 
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Summary of Findings 

 

Based on the study, majority of the microenterprises experienced no growth. Majority of 

the business entrepreneurs are at their prime age ranging from 36 to 55 years old. A gender gap 

exists between business entrepreneurs. Majority of the business entrepreneurs are female. In terms 

of educational attainment, most of the business entrepreneurs or 66.7% are college graduate. 

Business entrepreneurs, 84.4%, lack attendance in seminars and trainings.  

The business entrepreneurs have “Very High Degree,” of need of achievement, and self 

efficacy and display “High Degree” of internal locus of control and risk-taking propensity. 

Majority or 57.8% of the microenterprises are still at the early stage of existence and 60% of them 

are engaged in service provision. Most or 77.8% of the establishments are owned by single 

entrepreneurs. Major sources of capital are savings and loans. Seventy-seven percent (77%) of the 

microenterprises started with a capital of P 500,000 and below. Presently, 60% of the 

microenterprises still have a capital of P 500,000 and below while the remaining 40% increased 

their capital and even 4% graduated from being a microenterprises to a small sized business, 

exceeding the P 3,000,000 maximum cap. Almost 50% of the microenterprises generated average 

annual sales of P 250,000 and below.  

Good management practices are being practiced by the microenterprises. The level of finance and 

bookkeeping practices mean is “good.” For marketing practices, the overall rating is good. The 

overall rating on the level of information technology practices is 2.53 or good. Businesses often 

use internet in the conduct of their business but very seldom in terms of using business software.  

The link between the entrepreneurs and their personal and business network is moderately 

strong. The tie between the government and microenterprises is also moderately strong. 

Microenterprises with entrepreneurs that have high risk-taking propensity are more likely 

to experience growth. Recording all transactions in the book of accounts and when entrepreneur 

acts as sales person have positive effect on the growth of microenterprises. The more that 

microenterprises practice these drivers, the more likely they can experience growth. On the other 

hand, the more funds are being set aside for future expansion, the less likely that the 

microenterprises can experience growth. Microenterprises that seek help from the government in 

relation to their business are more likely to experience growth. Internal dimension has greater 

effect in the growth of microenterprises. 

 

Conclusions 

 

Microenterprises did not experience growth since the start of operation. There is a positive 

relationship between risk-taking propensity and growth of microenterprise. Record keeping and 

personal selling of entrepreneurs are positive drivers of growth. However, setting aside funds for 

future expansion can negatively affect the growth of microenterprises. Internal dimension can 

bring more impact to the growth of microenterprises. Thus, the Resource-Based View that 

contends that internal factors are more important than external factors is supported by this study.  
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Recommendations 

 

On the basis of the findings and conclusions, the following recommendations are offered: 

1. For technical aspect, future studies may include employees as respondents for lesser biases 

in terms of evaluating the level of practices. Sales growth may also be used together with 

employment growth in determining factors that may affect the success of microenterprises. 

2. Since internal dimensions are more important, entrepreneurs should enhance their internal 

practices by attending seminars and trainings, among other things.  

3. The government should also widen its reach to microenterprises so that many can access 

its entrepreneurial assistance. One of the drivers of growth is access to government assistance. 
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Abstract 

 

Online reviews identify who to trust in the online world, not to mention its worth with 

regard to finding out more about products and services promoted in the worldwide web. Internet 

users highly consider reviews prior to making purchase decisions. This descriptive research 

determines the value placed on the online reviews and how this affects the opinions and actions of 

Batangueño entrepreneurs when patronizing local business services. Survey questionnaires were 

handed out to quantify the value entrepreneurs place on these reviews by looking at the following 

factors: consumption, influence, reputation traits, and incentive to recommend. Results would 

guide entrepreneurs to becoming proactive in understanding the customer’s reviews. Moreover, 

results would help entrepreneurs in developing proper channel that would enable them to deal with 

the customers writing reviews of their business services.  

 

Key Words:  Online Reviews, Reputation, Consumption, Influence, Reputation Traits 
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Abstract 

 

Corporate sustainability has become a global trend for firms in the past decade, both in 

developing and emerging markets. While most research focuses in finding the evidence of the 

long-term effects of this corporate action to firms’ financial performance, and how it affects 

shareholder’s value, this paper focuses on the other side of the spectrum. The aim of this research 

to provide an in-depth literature surrounding the main drivers of corporate sustainability. Is 

corporate sustainability a result of environmental, social and ethical awareness? Is it done to 

signal a positive financial performance of firms to attract investors? Is it a result of good 

corporate governance? Is it a cultural or global trend that has become mandatory to firms? 

Articles published between the year 2000 to 2016 is presented. A synthesis and gaps in the 

literature is discussed at the latter part of the paper.  

 

 

Key Words 

 

Corporate sustainability, corporate governance, ethics, globalization  

 

 

Introduction 

 

The role of corporate sustainability 

The emergence of corporate sustainability initiatives and corporate social responsibility 

(CSR) stemmed from the need to address the damage that the corporation may have caused to the 

environment and the society, throughout its business activity. In some countries such as India, 

high-profit corporations were required by the law to form a CSR committee board (Sharma & 

Khanna, 2014). Corporate sustainability is defined as a corporate action in which firms meet the 

needs of internal and external groups (shareholders, employees, customers, pressure groups, 

communities, etc.) without sacrificing the needs of the future generation of stakeholders (Özçelik, 

Öztürk, & Gürsakal, 2015). The scope of corporate sustainability in this paper will follow the one 

set by Christofi, Christofi, & Sisaye (2012) which states that corporate sustainability is constituted 

by sustainabile development, corporate social responsibility, stakeholder theory, and 

accountability. In this paper, CSR and sustainable development is perceived to be part of corporate 

sustainability.  
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Corporate sustainability performance 

Scholars have placed emphasis in measuring the sustainability performance of firms. There 

have been various approaches in capturing the the performance of corporate sustainability. 

Sustainability indices, such as the Dow Jones Sustainability Index, were established to enhance 

transparency, raise awareness, and make regulations for firms that are practice sustainability 

(Özçelik, Öztürk, & Gürsakal, 2015). Another effort to standardize and regulate the non-financial 

reports, known as sustainability reports, by companies were done by different organization. The 

most widely used reporting framework is the one by the Global Reporting Initiative, which aims 

to help businesses and other organizations to communicate the different sustainability initiatives 

by providing a standardized framework (Global Reporting Initiative, 2016).  

 

Corporate governance and corporate sustainability 

Globalization plays an important part in the decision of firms to engage in corporate 

sustainability. This corporate action has been an increasing demand from socially responsible 

investors, thereby making corporate sustainability as one of the top strategy by corporate leaders 

(Boerner, 2010). Corporate governance may be defined as the internal governance by the directors 

of a business organization (Lawrence, Collins, & Roper, 2013). Focus should be made on the role 

of corporate governance in the attempt to improve the sustainability performance of firms (Tian & 

Lau, 2001).  

 

Theoretical Framework 

 

Legitimacy Theory 

 The concept of corporate sustainability uses the legitimacy theory as theoretical framework 

in most researches (Michelon & Parbonetti, 2012; Chan, Watson, & Woodliff, 2014; Lau, Lu, & 

Liang, 2014). This theory states that firms are allowed to operate and use the community resources 

when society considers the firms as legitimate (Holder-Webb, Cohen, Nath, & Wood, 2009). Firms 

are expected to operate in a matter that is legitimate in the eyes of society. The community can 

boycott the products of firms, lobby for increased taxes, and prohibit the firms from operating, if 

they sense that the firms are not running in accordance to their expectations (Chan, Watson, & 

John Woodliff, 2014). 

 

Stakeholder Theory 

 The stakeholder theory is a framework used in researches to explain the obligation of firms 

to both the individual and groups, both internally and externally. These includes the shareholders 

and stakeholders such as customers, employees, and the wider community (Searcy, 2012). This 

theory is relevant to corporate sustainability because stakeholders have power over the behavior 

of the organization because of the dependence of the firm for resources. Since firms use up, and 

sometimes destroy resources, they develop good reputation to the stakeholders by performing and 

disclosing CSR and corporate sustainability activities (Chan, Watson, & John Woodliff, 2014).  
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Literature review 

 

The link between corporate governance and sustainability disclosure has been studied in 

various perspectives, depending on one’s measure of the two variables. For instance, scholars have 

measured corporate governance through firms’ board composition, characteristics of the board of 

directors, the structure of the board of directors, CEO characteristics, and even corporate 

governance ratings. On the other hand, sustainability performance has been measured by 

researchers by the inspection of the content and rating of their sustainability reports. Others have 

used various indices, such as the DJSI, to measure sustainability performance, while some have 

used the amount invested in sustainability initiatives of the firm. This section reviews the related 

topics done by other researchers linking the two variables. 

 

Measuring corporate sustainability  

 The performance of corporate sustainability has been measured in various perspectives. 

Tenuta (2010) stated that sustainability reports best communicate the firms’ activities to the 

stakeholders, in terms of financial, economic, social and environmental aspects.  Babalola (2012) 

represented corporate sustainability measure by the amount invested in CSR activities on a 

particular fiscal year. Reddy and Gordon (2010) takes a closer look on the reports and disclosure 

of firms and categorizes the reports as environmental, sustainable, and CSR report type.  Several 

sustainability-related indices were also created such as the Dow Jones Sustainability Index (DJSI) 

and Domini 400 Social Index (DSI 400). Being enlisted in these indices were good representation 

of corporate sustainability measure (McWilliams and Siegel, 2000; Adams, Thornton, and Sepehri, 

2010). Sustainability performance ratings and scoring systems were also created by some scholars, 

as another tool of measuring corporate sustainability (Brammer, Brooks & Pavelin 2006; Ameer 

& Othman, 2012; Dragu & Tiron-Tudor, 2013; Kusuma & Koesrindartoto, 2014; CSRHUB, 

2016). 

 

Corporate governance mechanisms and corporate sustainability 

 The mechanisms of corporate governance are usually board composition, characteristics of 

the board, board structure and board leadership. Board composition, which is usually represented 

by the ratio between the number of independent directors to the total number of board of directors, 

is one of the primary mechanisms of internal governance (Walsh & Seward, 1990). The increase 

in the number of independent board of directors assures independence from the management and 

serves as an accountability to the company is pursuing the best of interest of the shareholders, and 

stakeholders (Michelon & Parbonetti, 2012). 

 Ownership structure of firms is considered as a major dimension of corporate governance. 

The type of ownership may be viewed as either the percentage of state/public ownership, or the 

percentage of ownership concentration of the shares (Lau, Lu, & Liang, 2014).  

The research done by Harjoto & Jo (2011) found that there is a relationship between institutional 

ownership and CSR engagement, while a negative relationship exists between ownership 

concentration and CSR performance.   

 Board characteristics were highlighted in the study of Michelon & Parbonetti (2012). They 

found that it is important not just to find the ratio of the number of independent directors, but also 

to know the specific characteristics of each director. Board characteristics in the study refers to the 

skills, expertise and background of directors, with focus on the community influential members. 

The community influence were classified as academicians, politicians, army officers, or part of 
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non-profit/social organization. Studying the disclosures of 57 Dow Jones Sustainability Index 

(DJSI) companies, results showed that board composition alone is not enough to explain the effect 

of board composition to the sustainability disclosures. 

 Lau, Lu, & Liang (2014) emphasized in the foreign experiences of the directors as well as 

the ratio of the foreign national directors to the board, which increases the diversity of the top 

leadership. Results show that foreign experiences has a significant effect on the CSR performance 

of firms. 

 Another important corporate governance mechanism is the corporate leadership or the 

characteristics of the CEO. Michelon & Parbonetti (2012) argued that the CEO who is also a board 

member may be unfavorable to the interest of shareholders. Transparency and accountability to 

the shareholders and stakeholders, is decreased when the CEO also holds a position in the board 

of directors (Gul & Leung, 2004). 

 The presence of a CSR/sustainability committee is also an important mechanism of 

corporate governance, in relation to the corporate sustainability. The existence of this committee 

is expected to support CSR related activities, such as planning, monitoring, and reporting policies 

at the top-management level (Post, Preston, & Sachs, 2002). Empirical studies show that there is 

a weak relationship between the presence of a CSR committee or a CSR director and the disclosure 

of social information (Michelon & Parbonetti, 2012). 

 

Corporate governance ratings 

While most studies focused on the corporate governance mechanisms, there are few which 

focused on the quality of corporate governance. Chan, Watson, & Woodliff (2014) reasoned that 

it is expected for companies with good corporate governance to be better corporate citizens and to 

be more socially and environmentally responsible compared with companies with poor corporate 

governance. In their study, corporate governance quality was assessed using the WHK Horwath 

(2005) tool which gives Australian companies ratings (1 to 5 stars) and ranks them according to 

the performance in six corporate governance mechanisms (board of directors; audit committee; 

remuneration committee; nomination committee; external auditor independence; and code of 

conduct and other policy disclosures). Results show a significant relationship between the quality 

of corporate governance and sustainability disclosures. 

 

Research Gap 

While most studies focused on establishing the relationship between corporate governance 

mechanisms (board composition, board concentration, ownership, board structure, firm 

leadership), there is limited evidence supporting the quality of corporate governance and the 

quality of corporate sustainability disclosures (Chan, Watson, & Woodliff, 2014). This paper aims 

to find the relationship between corporate governance ratings and corporate sustainability ratings.  

 

Research Method 

 

This research proposes an empirical model that can be used to test how corporate 

governance ratings and mechanisms affect the quality of corporate sustainability. The researcher 

plans to study the Southeast Asian firms because of the need for empirical studies in emerging 

markets. The following modified model proposed by Chan, Watson, & John Woodliff (2014) will 

be implemented in the study. 
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𝐶𝑆𝑅𝑟𝑎𝑡𝑖𝑛𝑔𝑘 = 𝛽0 + 𝛽1𝐶𝐺𝑟𝑎𝑡𝑖𝑛𝑔𝑘 +  𝛽2𝑆𝐼𝑍𝐸𝑘 + 𝛽3𝑆𝐻𝑃𝑘 + 𝛽4𝐼𝑁𝐷𝑈𝑆𝑇𝑅𝑌𝑘 + 𝛽5𝐶𝑃𝑘 + 𝛽6𝐸𝑃𝑘

+ 𝜇 
Where CSRrating is the rating given by the CSRHub database.  

 

Dependent Variable: Corporate Sustainability Ratings 

Corporate sustainability ratings may be defined and measured in different perspectives. 

The dependent variable proposed by Chan, et.al. (2014) was the CSR disclosure model, which uses 

content analysis on sustainability reports. This study would like to look at the perspective of 

sustainability performance, through the CSR ratings made by the CSRHub. The database provides 

access to CSR and sustainability ratings on more than 16,000+ companies from different countries. 

They provide company performance ratings by studying the analyzing the 12 indicators of 

employee, environment, community, and governance performance, through content analysis on 

the sustainability reports published by the firms. The company ratings are from 0 to 100 (CSRHub, 

2016). 

 

Corporate Governance-related variables 

 CGrating in the proposed model, is the corporate governance rating made using the WHK 

Horwath framework. The framework analyzes and rates corporations using annual reports while 

surveying the structure of a company’s Board of Directors, audit committee, remuneration 

committee, and nomination committee (Psaros & Seamer). Data on other independent variables 

will also be collected on annual reports published by the firms. SIZE is the firm size, represented 

by the market capitalization of firms. SHP is the shareholders’ power/dispersion which is the % of 

ordinary shares owned by the public. INDUSTRY is the industry profile of firms (from 1=low 

profile, 2=medium profile, 3=high profile) based from the International Standard Industrial 

Classification of all Economic Activities (United Nations). CP is the creditor’s power/leverage, 

which is the total liabilities as a percentage of the book value of equity and EP is the economic 

performance represented by the return on the book value of equity (Chan, Watson, & John 

Woodliff, 2014). 

 

Expected results 

 

It is expected that main variable, corporate governance quality, with other control variables 

such as firm size, industry profile, stockholder power, creditor power, and economic performance 

is expected to all have positive effects to the CSR ratings that represent corporate sustainability 

performance. 
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Abstract 

 

Integrating company’s corporate values, organization would be able to direct response on 

the different processes and procedures of Amusement Parks vis-à-vis its vision and mission. 

Corporate Values Integrated to Organizational Support, Psychological Contract and 

Employee Engagement Practices: Basis for the Development of Corporate Image Program 

will facilitate the intention of this study into developing Corporate Image Program (Model). 

Corporate Values are the operating principles or philosophies that guide both the internal and 

external conduct of the organization in achieving its objectives.  

"Corporate values" is the "heartbeat of excellence that intrinsically motivates and inspires 

people in organization". These values are anchored in the mission and vision of the company and 

integrated in the HR policies and practices. Corporate values integrated to Organizational Support 

(OS), Psychological Contract (PC), and Employee Engagement (EE) practices were considered in 

the study as basis for the development of Corporate Image Management Program of selected 

amusement parks. The study is perceptual in nature. It employs descriptive research method. A 

self-structured questionnaire developed by the researcher was distributed to regular employees of 

the three most known amusement parks (Star City, Splash Island, and Zoobic Safari).  

From the concepts and theories presented in the Theoretical framework, an IPO was 

yielded from which guided the research paradigm indicates the determining factors in the 

formulation of a Corporate Image Program under inputs which shows that Corporate Values 

integration that manifest on how Organization provide support to its people in which we could 

predict that psychological contract is unconsciously working in the system of a person. How deep 

is the psychological contract is embedded is dependent on how significant is the Organizational 

Support is consistently felt by its people. Assessment and evaluation of the precedent activity is 

following through with it and drawing Feedback from its people to consciously fabricate a 

management process for an efficient Corporate Image Program. The output of this process is a 

strong psychological contract either unfavorable (withdrawal attitude from the organization 

system) or favorable (employee engagement) as result of a strong identity that is manifested by 

employee with how they go about with their responsibility in the workplace.  

With this conceptual idea in place as three (3) variables was used to analyze the people’s 

pulse to comprehend important inquiries as follows: 

1. Is there a significant difference in the perception of respondents as regard the extent of 

effectiveness of the organizational support and employee engagement provided by the 

organization when grouped according to position and length of service? 

2. Is there a significant difference in the perception of respondents as regard the 

importance of corporate values and the extent of effectiveness of the integration of the 

corporate values to the organizational support and employee engagement provided by 

the organization? 
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3. What suggestions are offered to develop corporate image through integration of 

corporate values to organizational support and employee engagement? 

 

 In general sense based on the overall result from the survey, there are no significance in 

the perception of respondents with regards to the extent of effectiveness of the organizational 

support and employee engagement provided by the organization when grouped according to 

position and length of service and with regards to the importance of corporate values and the extent 

of effectiveness of the integration of the corporate values to the organizational support and 

employee engagement provided by the organization.  

 Furthermore, based on the results the most suggested action given by the respondents are: 

(1) Support programs and policies that care for workers needs; (2) Give employees the authority 

to improve operations, reduce cost and assist customers; and (3) Communicates values and ask 

feedback from employees.  

 

 

Introduction 

 

Corporate values according to Joanna Barclay in her book Conscious Culture, is the 

“heartbeat of excellence that intrinsically motivate and inspire people in organization”. These are 

things managers want to make sure are frequently acknowledged and recognized by everyone in 

the organization. The more a person is aware of his/her values the more valuable the values become 

for them. These values should be anchored in the vision, mission, goals and objectives of the 

organization. Management ensures that these values are integrated in the whole organizational 

system of the firm from the management style, HR practices, policies and procedures formulated. 

The integration of corporate values to the organizational support and employee engagement 

practices in the organization is important so that the employees become aware and conscious of 

how important his role is in achieving the objectives of the company. Perceived Psychological 

Contract of employee from the consistent support of the organization, Organizational Support and 

employee engagement addresses the need of employees as one of the resources of the organization 

in achieving its goals and objectives. Employee engagement is an invaluable and intangible 

component in an organization’s system. Values formed by management that is well integrated to 

organizational support and perceived psychological support as a result of full employee 

engagement practices will lead employees to excellent performance. Employees will become more 

committed because they see themselves in the values promoted by the organization and how these 

values transform and affect their life in the company.   

Using corporate values integrated to organizational support, process of perceived 

psychological contract of employee and employee engagement practices in developing corporate 

image is a challenging task for every organization. This is true especially of Amusement Parks 

because they bring happy experience to different sectors of the community particularly the family. 

In the amusement park, the family is able to bond and spend time together. The experience they 

have in the park will bring back memories of good times spend together. 

 

Significance of the Study 

 

The study aims to show to management of selected amusement parks that corporate values 

integrated to psychological contract through organizational support and employee engagement 
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practices are imperative components for developing a positive corporate image for management 

to be able to understand and appreciate the importance of consistent application of corporate values 

in all organizational systems. 

More so, this is specifically to develop a model Corporate Image Program for selected 

amusement park which stakeholders both internal and external will be able to identify themselves 

with being part and proud of the organization thus, deepening the commitment of employees to 

provide efficient service and for their clienteles’ continuous patronage of the establishment. 

 

Scope and Limitation 

 

The study will cover only selected amusement parks located within NCR (National Capital 

Region) with capitalization of not less than ten million and have been in operation for the past ten 

years.   

 

Hypotheses 

 

1. There is no significant difference in the respondents’ perception as regard the 

effectiveness of organizational support and employee Engagement provided by the 

organization when grouped according to position and length of service. 

 

2. There is no significant difference in the respondents’ perception as regard the 

importance of corporate values and the extent of effectiveness of the integration of the 

corporate values to organizational support and employee Engagement when grouped 

according to position and length of service. 

 

 

Synthesis 

Review of Foreign literature and studies (RFLS) for “Development of Corporate Image 

of Selected Amusement Parks through Integration of Corporate Culture to Organizational 

Support and Employee Engagement” were made to enable the researcher to have a better insight 

and a clear perspective of the field under research. The research noticed that information on related 

literature and studies associated to the research on hand is only available for foreign books and 

published researchers thus; this is the challenge of the research to relay facts from foreign concepts 

to the Philippine setting. 

RRLS of this research encompasses data and facts from foreign literature and studies in 

terms of the variables that is connected in order for the researcher to develop corporate image 

through integration of corporate culture to organizational and employee engagement. Data and 

facts gathered to support the research are as follows: 

Attitudes can have a significant effect on the behaviour of a person at work. Employees 

with higher levels of perceived organizational support are likely to have positive attitudes and 

behaviours.  It would increase employees’ felt obligation to help the organization reach its 

objectives, their affective commitment to the organization, and their expectation that improved 

performance would be rewarded. Behavioural outcomes of perceived  organizational  support  

would  include  increases  in  job  performance  and  job  satisfaction  and decreases in turnover.  
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It  can  also  be  inferred  from  the  discussion  that  when  employees  feel  supported  their  

outcomes  towards organization are always positive  which helps organization to achieve its goals. 

In summing up it can be concluded that giving value to employees is actually giving value to itself. 

According  to  above,  it is  suggested  that not  only  the  perceptions  on  organizational  support  

and  external prestige are important to employees’ perceptions of the quality  of their exchange 

relationships with their organizations,  but  also  suggest  that  these  perceptions  affect  employees’  

work  attitudes  and  behaviours indirectly, through the quality of exchange relationships  with 

their organization. Also, it is suggested that administrators should take the time to discover the 

organizational resources that individual teaches value and take measures to provide such resources 

where possible.  As in perceived  organizational  support literature, the  management  of  a  firm 

must  use  discretionary  or  voluntary  actions  above  and  beyond  that which is required to elicit 

commitment from its employees. 

Another study from the Hotel Industry, also suggest that perceived organizational support 

has a significant effect on job satisfaction. Namely, employees who feel their organization as 

supportive are satisfied with their job.  Several  methodological  studies  demonstrated  that  

employees  who  are supported  from  their  organization  are  satisfied  with  their  job  (Buchanan,  

1974; Susskind et al., 2001; Tansky and Cohen; 2001; Riggle et al., 2009). Employees who are 

satisfied with their jobs give a better performance (Robbins and Judge, 2009) and contribute to 

organizational effectiveness (i.e. commitment and lower employee turnover intentions). 

Considering the importance of job satisfaction for organizations hotel managers should support 

their employees so as to continue to work with satisfied employees. 

According  to  the  findings  of  this  study,  perceived  organizational  support  has  a 

significantly positive effect on affective commitment. In other words, employees will feel  more  

attached  to  the  organization  if  they  receive  support  from  organizations. Consistently with the 

findings reported by Eisenberger etal.  (1986), Eisenberger  et  al. (1990),  Randall  et  al.  (1999)  

and  Rhoades  and  Eisenberger  (2002)  the  belief  is  that employees  who  are  cared  for  and  

valued  by  their  organizations  will  attach  to  their organization  in  an  effective  way.  Employees  

who  attach  to  their  organization  show better  performance  and  more  meaningful  contributions  

(Meyer  and  Allen,  1997). Organizations  or  supervisors,  therefore,  should  spend  reasonable  

and  intensive  time with  their  employees  through  supportive  activities  like  socialization  and  

training (Karatepe  and  Uludag,  2007).  Previous  studies  (Birdi  et  al.,  1997;  Bartlett,  2001, 

Ahmad and Bakar, 2003; Bartlett and Kang, 2004; Sabuncuoglu, 2007, Culha, 2008) have  reported  

that  supervisory  support  regarding  human  resources  activities  was significantly related to 

organizational commitment. (U. Colakoglu, O. Culha, H. Atay; “The Effects Of Perceived 

Organizational Support on employees’ Affective Outcomes: Evidence from the Hotel Industry”; 

Tourism and Hospitality Management, Vol. 16, No. 2,pp. 125-150, 2010) 
Encompassing all concept of Corporate Values, Corporate Culture Organizational Support 

and Employee Engagement, all these will sum up to the result of an organization having good 

Corporate Image in the course of its operational existence in the industry and community it 

operates. Several studies will prove this concept otherwise as follows:  

Building a corporate image is reported to be an integral part of state owned companies and 

firms in Uganda. This finding indicates that the state-owned companies in Uganda are in the right 

direction as far as ensuring that they are known for the right reasons and for ensuring quality 

services are availed to the intended consumers. Though not  yet  properly  embraced  by  majority  

of  the  state  owned  companies,  the  findings  reveal  that  the  corporate image  aspect  is  

significant  in  influencing  the  overall  performance  of  these  entities.  This  level  of  significance 
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need  not  to  be  considered  lightly  since  it  reflects what  the  consumers  (the  people)  want.  

It is therefore recommended that the state owned entities operating in Uganda consider building 

their image in the public by critically performing what is expected of them and offering service 

beyond customer expectation. (Bridget Namubiru, Nkote Nabeta, Joseph Ntayi, Donatus 

Mugisha Rulangaranga; “Corporate Image and Organizational Performance of State Owned 

Enterprises Monitored by Privatization Unit (PU) Uganda”; European Journal of Business and 

Management - www.iiste.org; ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) Vol.6, No.17, 

2014)  
In modern competition environment, as consequences of the efforts made to survive and to 

create an image on consumers' minds, brand image is established successfully and brand loyalty is 

increased as a result of customer satisfaction and brand loyalty. Now, the retail businesses 

understand the significance of how they are perceived by their target audiences.  

Setting from this purpose, this study seeks to analyze and measure how consumers perceive 

the corporate image variables of food and garment retail businesses in Istanbul and how and in 

what these variables effect customer satisfaction extend and how customer satisfaction influences 

brand loyalty. The relation between "Retailer Corporate Image" and "Customer Satisfaction" has 

been examined with regression analysis; and 6 variables, related to "Customer Satisfaction" (Store 

Layout; SL, Store Prestige: SP, Service Quality of Store: SQS, Products: P, In-Store Promotion: 

ISP and Support Services and Equipment: SSE) has been determined. In the research results, it has 

been examined that all these variables comprising corporate image influence the customer 

satisfaction in an adjuvant sense. The relation of "Brand Loyalty" and "Customer Satisfaction" has 

been analyzed with the regression analysis and as a consequence, a strong relevance is attained. It 

has been observed that Customer Satisfaction (independent variable) influences Brand Loyalty 

(dependent variable) in an adjuvant sense. Therefore both H1 and H2 hypotheses have been 

accepted. 'Having a corporate image will be beneficial for augmentation of customer satisfaction 

and creation of brand loyalty'; embarking from this notion, the study concludes that the "Retailer 

Corporate Image" variables have positive effects on "Customer Satisfaction". Additionally, the 

results of the study show that customer satisfaction plays a positive, persuasive role in increasing 

brand loyalty. In future studies, corporate image, customer satisfaction and brand loyalty factors 

can be applied to different sectors and can be quantified in online environment. (Selda Ene & 

Betül Özkaya; “A Study on Corporate Image, Customer Satisfaction and Brand Loyalty in the 

Context of Retail Stores”; sian Social Science; Vol. 10, No. 14; 2014 ISSN 1911-2017 E-ISSN 

1911-2025; Published by Canadian Centerof Science and Education) 
The  results  of  this  survey  suggest  that  the level  of  profitability  was  significantly 

embraced  by  employee  satisfaction,  service offering  and  physical  environment. However,  the  

impact  of  employee satisfaction  on  profitability  appears  to  be much  stronger  than  other  

variables, therefore  hypothesis  three,  which  states that employee satisfaction is a function of an 

effective  and  good  corporate  image  is accepted.  Another  finding  from  this  study suggests 

that service offering has an impact on  profitability,  which  tends  to  accept hypothesis  four,  

“organization”  service offering  has  a  positive  relationship  with customer satisfaction.” 

Further, the impact of physical environment on profitability  was  also  significant,  which 

suggests  that  both  internal  and  external physical  work  environment  needs  to  be conducive,  

well  ventilated,  attractive, appealing,  and  free  of  hazards  in  order  to get the best from the 

employees. Therefore,  it  may  be  concluded  that employee  satisfaction  had  a  positive  and 

strong  impact  on  organizational profitability.  In  other  words,  the  level  of satisfaction  among  

employees  tends  to affect  the services  offering,  which  has  a direct  link  with  customer  

http://www.iiste.org/
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satisfaction.  And when  customers  are  satisfied,  their patronage  and  loyalty  increases,  therefore 

profitability also increases.  (Adeniji, A. Adenike, Osibanjo, A. Omotayo, Abiodun,Abolaji 

Joachim and Oni-Ojo, E. E.; “Corporate Image: A Strategy for Enhancing Customer Loyalty 

and Profitability”; IBIMA Publishing Journal of South African Business Research; 

http://www.ibimapublishing.com/journals/JSABR/jsabr.html; Vol. 2015 (2015), Article ID 

259483, 12 pages DOI: 10.5171/2015.259483) 
According to Bernstein (1984) a corporate identity is not something a company decides 

whether or not to have. It’s got one whether it likes it ---- plans it ----- or not. What it needs to do 

is fashion it according to what it believes it stands for. A company cannot directly change its image 

but it can change its identity. Thus, corporate identity planning is another tool available to 

management.  

Many authors have suggested that attention to corporate identity will enhance efforts to 

differentiate and reposition companies. When planning a corporate identity for an organization, 

the relationship between identity and corporate philosophy must be made. Organizations have to 

communicate their philosophy through a corporate identity programme which comprises a planned 

assembly of visual ones. A developed conceptual model of corporate image management process 

is presented in figure 9.  

An attempt has been made to identify the differences between philosophy, corporate 

identity, and corporate image. The three (3) concepts once understood, are then combined into a 

conceptual model explaining the corporate image management process. The need for continued 

research is evident. The issue of testing this new approach needs to be resolved. More still needs 

to be done to determine whether the companies’ images are in line with their corporate philosophy 

as well as their corporate identity programmes. The next step is to develop measures which will 

enable organizations to test the approach presented above. (Abratt, C1989, 5, No. 1, 63 -67). 

Even if organization has been properly staffed and the workers have been trained to the 

point where they are quite capable of doing a good job, does not mean that they necessarily will. 

There is always the possibility that the quality and quantity of their work will fall short on targeted 

objectives.  

There is one important aspect in the development of corporate image program and this is 

the employee-employer relation. These characterizations of the employee-employer emphasize 

organizations attainment of favourable outcomes through the generous treatment of employee. For 

example, employees who are well treated are most likely to affectively commit to the organization 

to exceed their explicitly required work responsibilities, and to respond flexibly to organizational 

problems and opportunities.   

Social exchange theory highlights the importance of understanding employees’ 

motivation and its relation to the achievement of organizational goals. Such approaches to 

organizational behaviour incorporate employees’ motives to carry out specific activities within 

mutual obligations employees-employers. Present article present two contemporary social 

exchange theories: Organizational support theory (OST) and Psychological contract theory 

(PCT).  

 

  

http://www.ibimapublishing.com/journals/JSABR/jsabr.html
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Figure 2 - The Corporate Image Management Process 

 

 
 

 

 

OST maintains that employees form global belief concerning the extent to which the 

organization cares about them and values their contributions to the organization. Such perceived 

organizational support (POS) is assumed to be based on the favourableness of employees’ history 

of treatment by the organization. OST maintains that, based on the norm of reciprocity, employees 

strive to repay the organization for a high level of support by increasing their efforts to help the 

organization reach its goal. (Journal of organizational behaviour; 2003; published on-line in 

Wiley InterScience (www.interscience.wiley.com) 
Figure 4 illustrates the OST - The Square shape that envelope all other shapes and figures 

represents the ORGANIZATION. The oval shape with the letters “OG” and “E” represents the 

ORANIZATIONAL GOALS and EMPLOYEES respectively. The rectangular shape with the 

letters “POS” for the perceived organizational support of the company provided to the employee. 

The blue arrow over and below the oval shape with the letters “OG” and “E” symbolizes the 
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reciprocity of the support norm system from organization to its employees and from employees to 

the organization. The yellow arrow signifies the high level and consistent support provided by the 

organization and the after math is an increasing effort of the employees to repay the organization 

for the high level of support to reach its goal. OST happens only when the organizational support 

is provided adequately and consistently by the organization as perceived and experienced by the 

employee, otherwise the PCT will apply. 

 

Figure 3 – Organizational Support Theory 

======================================== 

 
 

======================================== 

 

On the other hand, PCT argues that employees form beliefs about the particular types of 

resources that they are obligated to provide to the organization and that the organization is obliged 

to provide to them in return. Based on resources promised to them and the obligations that are both 

communicated by the organization and implied by the norm of reciprocity, employees form a 

psychological contract with the organization.  PCT emphasizes on the role of perceived failure of 

the organization to keep its promises as a key determinant of employees’ dissatisfaction and poor 

performance. (Journal of organizational behaviour; 2003; published on-line in Wiley 

InterScience (www.interscience.wiley.com) 

Figure 6 illustrates the concept of PCT - Psychological Contract Theory applies when the 

organizational support from the organization itself becomes inconsistent and inadequate as 

experienced by the employee. Employees’ dissatisfaction arise from the perceived failure of the 

organization to keep its responsibility to support its employees needs as a result yields employees’ 

poor performance. To exemplify the figure below, the Square that envelopes all other shapes and 

figures represents the ORGANIZATION. The oval shape with the letters “OS” signify 

ORGANIZATION SUPPORT. The rectangular shape with the letters “POS” is for the perceived 

organizational support from the company to the employees. The yellow arrow signifies the 

decreasing organizational support to the employees as a result employees become dissatisfied and 

yields poor performance. PCT happens only when the perceived organizational support is not 

provided consistently by the company as perceived and experienced by the employee, otherwise 

the OST will apply.  

 

     

  

http://www.interscience.wiley.com/
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Figure 4 – Psychological Contract Theory 

======================================== 

 
 

======================================== 

 

Both OST and PCT assume that employees increase their efforts carried out on behalf of 

the organization to the degree that the organization is perceived to be willing and able to 

reciprocate with desirable impersonal and socio-emotional resources. Employees who receive 

highly valued resources (eg pay raise, development training opportunities) would feel obligated, 

based on the reciprocity norm, to help the organization reach its objectives through such 

behaviours as increased in-role and extra-role performance and lessened absenteeism. (Journal of 

organizational behaviour; 2003; published on-line in Wiley InterScience 

(www.interscience.wiley.com) 

OST and PCT’s employee-employer association considered by the two theories are 

mutually interdependent rather than being independent. Significant process presented by each of 

the theories influence the relationship illustrated by the other theory. Therefore, the concept of the 

other theory implicates the concept described by other theory.  

Social Change Theory is about the concept of motivational theory. Motivating is not an 

easy task. Despite much research and study no foolproof rules have been formulated that can safely 

be said to solve the problem of motivation in all cases. In fact no satisfactory rules for every 

situation can be offered simply because human behaviour cannot be predicted with any certainty. 

From the discussion made on OST and PCT, though not mentioned, the researcher assumes that 

motivation is the key to the whole concept of perceived organizational support expected from the 

organization and the role of perceived failure from the organization when promises are not fulfilled 

as expected of the Social Exchange Theory. As we all know, there are no perfect organization and 

that not all expectations will manifest and not all promises will materialize in every corporate 

undertakings. As such, it is realistically understood that there should be one strong core values to 

be integrated and consistently inspire and stimulate people’s drive to engaged and participate in 

attaining the organizational goals.  

As to organizational support and employee engagement, the researcher believes that 

motivation is one key factor to achieve this --- one theory that sets the ground rule for all almost 

all discipline in the industry is the Maslow’s Hierarchy of Needs Theory which states that human 

needs is the context of hierarchy, ascending from the lowest to the highest order and that when one 

set of needs is satisfied, this kind of need ceases to be a motivation. According to psychologist 

Abraham Maslow, we are wanting being and there is always a need for people to be satisfied. He 

theorized that people’s needs in life are motivational factor for to feel the need to fulfil and achieve 

in life.  

http://www.interscience.wiley.com/
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From figure 7, the need theory shows that the low-level once satisfied would make to be 

self-motivated to achieve more to the higher-level of need in the hierarchy. This theory is also 

related to David C. McClelland’s need theory but only identifies three basic types of motivating 

needs such as Need for Power, Need for Affiliation, and Need for Achievement which states that 

every individual has a mixture of these needs in varying degrees depending on the status and 

position of an individual in an organization. (Zulueta, Nebres, Castro de Lara; Management : 

Theories and Practices; “Motivation and Reward System”;pp 145-146; C1999) 

These two theories are very much related to OST that when employees’ needs and wants 

are well satisfied by the organization and in the context of the reciprocity system, employees will 

strive to repay a good treatment of the organization through organizational support.      

Another related motivational theory and will support the Social Change Theory of 

employee-employer relation specifically the PCT theory is the Two-Factor Theory by Frederick 

Herzberg that identifies two groups of factors that will explain employee motivation. The first 

group is termed “hygiene” that is geared to environmental factors such as salary, supervision, 

status, job security, working conditions, company policy, administration and interpersonal 

relations. The second group is termed “satisfiers” that directly concern job content such as work 

itself, recognition, and advancement, the possibility of growth, responsibility and achievement. 

This theory points out that true motivation occurs only when both the motivators and hygiene 

factors are present. (Dr. Ronald Henson; Seminar in Communication Management in the 

Philippines: Issues and Problems; pp 56 -58; C2009; PUP-OU) 
Motivation results from a person’s attitudes reacting to specific situation, it is the strength 

of the drive toward an action. This could also infer in a general context not only in an organization 

setting that only few human activities takes place without motivation while nearly all conscious 

behaviour is motivated or caused. 

From the concepts and theories presented in this chapter, the conceptual framework which 

guided this study is presented. 

The research paradigm indicates the determining factors in the formulation of a corporate 

image program under inputs. The steps to be taken in the assessment, evaluation and fabrication 

of a corporate image program fall under the process. The result of the process to be undertaken 

with serious consideration of the factors to focus on will produce a corporate image program for 

the selected amusement parks under output.     
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Figure 6 – Conceptual Framework 

 

 

Summary of Findings: 

 

The statement of the problem served as a frame of references in presenting the salient findings 

of this research. 

 

Table 6- Sampling: Company and Individual Respondents 

Park 

Total 

Employe

es 

Manage

rs 

Sample 

size 

(slovin’

s) 

Availab

le data 

Perce

nt 

(%) 

Employ

ee 

Sample 

size 

(Slovin'

s) 

Availab

le data 

Perce

nt 

(%) 

Total 

Gathere

d Data 

Star 

City 
500 57 50 55 19.93 443 210 221 80.07 276 

Splas

h 

Islan

d 

200 20 19 43 23.76 180 124 138 76.24 181 

Zoobi

c 

Safar

i 

300 45 40 31 17.13 255 156 150 82.87 181 
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1. Profile of the Respondents 

1.1 Frequency, Percentage and Rank Distribution of respondents according to 

Position 

 

Position 

 Frequency Percent Valid Percent Cumulative Percent 

Valid Manager 17 1.8 1.8 1.8 

Rank and File 712 76.8 76.8 78.6 

Supervisory 198 21.4 21.4 100.0 

Total 927 100.0 100.0  

 

Across all three amusement parks, most employees are Rank and File at 76.8%. This is 

due to the nature of the amusement business.   

The figure shows that most employees stayed in the company long enough and it could 

be inferred that they enjoyed the nature of their job.   

 

Educational Attainment 

 Frequency Percent Valid Percent Cumulative Percent 

Valid Bachelors degree 259 27.9 27.9 27.9 

High School 344 37.1 37.1 65.0 

Masters degree 10 1.1 1.1 66.1 

Vocational 314 33.9 33.9 100.0 

Total 927 100.0 100.0  

 

From the result, it suggests that employees are high school and vocational graduate at 

37.1 and 33.9 percent respectively. 

 

 

2. What are the organizational support and employee engagement provided by the organization 

and to what extent are these effective as perceived by respondents? 

 

  

 

 

 

 

 

 

*OSP_AVE- Organizational Support Practices 

* PCP_AVE- Psychological Contract Practices 

* EEP_AVE- Employee Engagement Practices 

Descriptive Statistics 

 N Minimum Maximum Mean 

Std. 

Deviation 

OSP_AVE 898 1.00 4.00 2.9609 .62962 

PCP_AVE 918 1.00 4.00 2.7667 .66088 

EEP_AVE 925 1.00 4.00 3.0090 .64134 

Valid N 

(listwise) 
892     
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 No significant difference between the EEP and OSP at .04 and between OSP and PCP at 

.2 mean respectively. Though, between EEP and PCP there is a significant of .24 as to the extent 

of these variables effective as perceived by the respondents.     

 

Organizational Support Practices 

Descriptive Statistics 

 N Minimum Maximum Mean 

Std. 

Deviation 

OSP1 903 1 4 2.80 1.077 

OSP2 850 1 4 3.02 .884 

OSP3 870 1 4 3.06 .846 

OSP4 847 1 4 2.68 .818 

OSP5 856 1 4 2.91 .847 

OSP6 789 1 4 2.56 .939 

OSP7 846 1 4 2.97 .919 

OSP8 796 1 4 2.86 .905 

OSP9 841 1 4 3.21 .937 

OSP10 876 1 4 3.33 .708 

OSP11 858 1 4 3.01 .783 

OSP12 808 1 4 3.06 .798 

OSP13 847 1 4 3.17 .890 

OSP14 883 1 4 3.24 .843 

OSP15 797 1 4 2.90 .743 

OSP16 793 1 4 2.91 .773 

OSP17 831 1 4 2.69 1.097 

OSP18 795 1 4 2.91 .828 

OSP19 843 1 4 3.05 .796 

OSP20 862 1 4 3.05 .901 

      

 

  OSP1, OSP10, and OSP14, are the top three questions under Organizational 

Support Practices, in terms of the number of respondents who answered. In terms of the mean 

score, OSP10, OSP14, and OSP9, got the highest scores. 

 

  

Length of Service 

 Frequency Percent Valid Percent Cumulative Percent 

Valid 1-3 years 239 25.8 25.8 25.8 

4-6 years 258 27.8 27.8 53.6 

7-9 years 182 19.6 19.6 73.2 

More than 10 years 248 26.8 26.8 100.0 

Total 927 100.0 100.0  
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Psychological Contract Practices 

Descriptive Statistics 

 N Minimum Maximum Mean 

Std. 

Deviation 

PCP1 734 1 4 2.93 .881 

PCP2 794 1 4 2.84 .924 

PCP3 764 1 4 2.73 .827 

PCP4 750 1 4 2.85 .885 

PCP5 792 1 4 2.88 .886 

PCP6 723 1 4 2.56 .857 

PCP7 793 1 4 3.03 .929 

PCP8 781 1 4 2.92 .996 

PCP9 782 1 4 2.94 .940 

PCP10 803 1 4 2.90 .958 

PCP11 789 1 4 2.84 .950 

PCP12 837 1 4 2.78 1.046 

PCP13 646 1 4 2.41 1.016 

PCP14 732 1 4 2.59 .898 

PCP15 677 1 4 2.60 .839 

PCP16 793 1 4 2.90 .862 

PCP17 771 1 4 3.03 .832 

PCP18 674 1 4 2.62 .907 

PCP19 703 1 4 2.45 .916 

PCP20 726 1 4 2.55 .861 

Valid N 

(listwise) 
529     

 

 

PCP12, PCP10, and PCP7 are the top three questions under Organizational Support 

Practices, in terms of the number of respondents who answered. In terms of the mean score, PCP17, 

PCP7, and PCP1, got the highest scores. 
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Descriptive Statistics 

 N Minimum Maximum Mean 

Std. 

Deviation 

EEP1 922 1 4 3.38 .753 

EEP2 900 1 4 3.21 .848 

EEP3 871 1 4 3.19 .763 

EEP4 874 1 4 2.99 .900 

EEP5 839 1 4 3.11 .795 

EEP6 862 1 4 2.93 .868 

EEP7 875 1 4 3.08 .800 

EEP8 839 1 4 2.94 .760 

EEP9 883 1 4 3.07 .816 

EEP10 826 1 4 2.75 .873 

EEP11 802 1 4 2.65 .928 

EEP12 875 1 4 3.24 .812 

EEP13 811 1 4 3.00 .845 

EEP14 875 1 4 3.07 .799 

EEP15 777 1 4 2.93 .818 

EEP16 857 1 4 2.89 .932 

EEP17 749 1 4 2.56 .989 

EEP18 893 1 4 3.10 .816 

EEP19 854 1 4 2.96 .860 

EEP20 851 1 4 3.00 .849 

Valid N 

(listwise) 
564     

 

EEP1, EEP2, EEP18 are the top three questions under Organizational Support Practices, 

in terms of the number of respondents who answered. In terms of the mean score, EEP1, EEP2, 

EEP3 got the highest scores. 

 

3. Is there a significant difference in the perception of respondents as regard the extent of 

effectiveness of the organizational support and employee engagement provided by the 

organization when grouped according to position and length of service? 

 

Using One-Way ANOVA test, there is a statistical significant difference in the perception of 

respondents in Psychological Contract Practices compared to Employee Engagement and 

Organizational Support in terms of effectiveness as provided by the organization when 

grouped according to position and length of employment.  
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ANOVA when grouped by Position 

 

Sum of 

Squares df Mean Square F Sig. 

OSP_AVE Between Groups 4.392 1 4.392 11.206 .001 

Within Groups 351.201 896 .392   

Total 355.593 897    

PCP_AVE Between Groups 4.052 1 4.052 9.362 .002 

Within Groups 396.465 916 .433   

Total 400.517 917    

EEP_AVE Between Groups 4.453 1 4.453 10.943 .001 

Within Groups 375.602 923 .407   

Total 380.055 924    

 

 From the results gathered, there is no significant difference in perception of Rank and File 

respondents as regard the extent of effectiveness of the organizational support and employee 

engagement provided by the organization when grouped according to position.  

 

ANOVA grouped by Length of Employment 

 

Sum of 

Squares df Mean Square F Sig. 

OSP_AVE Between Groups 10.566 3 3.522 9.126 .000 

Within Groups 345.027 894 .386   

Total 355.593 897    

PCP_AVE Between Groups 20.755 3 6.918 16.651 .000 

Within Groups 379.762 914 .415   

Total 400.517 917    

EEP_AVE Between Groups 9.618 3 3.206 7.971 .000 

Within Groups 370.437 921 .402   

Total 380.055 924    

 

There is no significant difference in the perception of respondents as regard the extent 

of effectiveness of the organizational support and employee engagement provided by the 

organization when grouped according to those who stayed longer in the company.  
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4. What are the corporate values of the organization and to what extent are these important and 

effectively integrated to the organizational support and employees engagement provided by the 

organization? 

Descriptive Statistics 

 N Minimum Maximum Mean 

Std. 

Deviation 

OSP_EFFECT 818 1.20 4.00 3.1056 .66790 

OSP_IMPORTA

NCE 
927 .00 4.00 3.2453 .71836 

PCP_IMPORTA

NCE 
827 1.60 4.00 3.3383 .62477 

PCP_EFFECT 793 1.00 4.00 3.1012 .67638 

EEP_IMPORTA

NCE 
903 1.00 4.00 3.4101 .59387 

EEP_EFFECT 806 1.00 4.00 3.0819 .68637 

Valid N 

(listwise) 
749     

  

In general, the results depicted that respondents perceived EE, OS and PC all important but 

less effective based on the garnered percentage. It could be infer that though an idea/concept is 

essential but its effectiveness may be less felt and practiced as expected.  

 Based on below tabulation, Customer Service and Teamwork (Sometimes) tie-up and 

garnered the highest percentage in how both are perceived effective and important by the 

respondents in the Organization as Employee Engagement and Organizational Support is 

consistently implemented by management in the Organization. It could be deduced that these 

Corporate Values are the ones that obviously manifested and lived by people in the Organization 

as they go about in the accomplishment of their work. 

 

                    Organizational Support Practices- Extent of Importance 

Compassion 919 2.95 

Hospitality 879 3.35 

Commitment 850 3.28 

Teamwork 898 3.45 

Integrity 846 3.26 

Reliability 847 3.33 

Professionalism 866 3.30 

Responsiveness 847 3.28 

Customer 

Service 
889 3.51 

Competent 833 3.24 
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Organizational Support Practices- Extent of Effectivity 

Compassion 759 2.91 

Hospitality 765 3.16 

Commitment 751 3.12 

Teamwork 798 3.24 

Integrity 746 3.01 

Reliability 755 3.10 

Professionalism 762 3.02 

Responsiveness 760 3.03 

Customer 

Service 
784 3.29 

Competent 729 3.09 

 

                      Psychological Contract Practices- Extent of Importance 

 Compassion 790 3.17 

Hospitality 781 3.36 

Commitment 775 3.34 

Teamwork 804 3.45 

Integrity 754 3.30 

Reliability 768 3.30 

Professionalism 778 3.27 

Responsiveness 767 3.31 

Customer 

Service 
796 3.53 

Competent 741 3.31 

 

                      Psychological Contract Practices- Extent of Effectivity 

Compassion 743 2.94 

Hospitality 739 3.10 

Commitment 742 3.08 

Teamwork 765 3.27 

Integrity 735 3.02 

Reliability 741 3.13 

Professionalism 737 3.06 

Responsiveness 748 3.07 

Customer 

Service 
752 3.27 

Competent 697 3.01 
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                     Employee Engagement Practices- Extent of Importance 

Compassion 853 3.26 

Hospitality 855 3.46 

Commitment 849 3.40 

Teamwork 876 3.52 

Integrity 831 3.35 

Reliability 838 3.34 

Professionalism 844 3.42 

Responsiveness 860 3.44 

Customer 

Service 
854 3.52 

Competent 822 3.32 

 

                                         Employee Engagement Practices- Extent of Effectivity 

Compassion 778 2.97 

Hospitality 779 3.11 

Commitment 771 3.09 

Teamwork 801 3.24 

Integrity 759 3.07 

Reliability 757 3.02 

Professionalism 771 3.06 

Responsiveness 776 3.04 

Customer 

Service 
766 3.28 

Competent 745 3.01 

 

4. Is there a significant difference in the perception of respondents as regard the importance of 

corporate values and the extent of effectiveness of the integration of the corporate values to the 

organizational support and employee engagement provided by the organization? 

 

 Using One-Way ANOVA test, results show that in terms of position, there significant 

statistical differences in the perception of the respondents in effectiveness of Organizational 

Support Practices, Psychological Contract Practices, and Employee Engagement Practices, while 

there are no statistical significant differences in the effectivity of the three variables. 

 However, when grouped by length of service, there are significant differences in the three 

practices (Organizational Support Practices, Psychological Contract Practices, and Employee 

Engagement Practices), with regards to their importance and effectiveness.  
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     Grouped in terms of POSITION 

ANOVA 

 

Sum of 

Squares df 

Mean 

Square F Sig. 

OSP_EFFECT Between 

Groups 
3.017 1 3.017 6.812 .009 

Within Groups 361.443 816 .443   

Total 364.461 817    

OSP_IMPORTANCE Between 

Groups 
.570 1 .570 1.104 .294 

Within Groups 477.281 925 .516   

Total 477.851 926    

PCP_IMPORTANCE Between 

Groups 
1.077 1 1.077 2.764 .097 

Within Groups 321.340 825 .390   

Total 322.416 826    

PCP_EFFECT Between 

Groups 
8.407 1 8.407 18.790 .000 

Within Groups 353.921 791 .447   

Total 362.328 792    

EEP_IMPORTANCE Between 

Groups 
.005 1 .005 .015 .904 

Within Groups 318.112 901 .353   

Total 318.117 902    

EEP_EFFECT Between 

Groups 
5.521 1 5.521 11.877 .001 

Within Groups 373.723 804 .465   

Total 379.244 805    
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Grouped in terms of LENGTH OF SERVICE 

ANOVA 

 

Sum of 

Squares df 

Mean 

Square F Sig. 

OSP_EFFECT Between 

Groups 
41.587 3 13.862 34.949 .000 

Within Groups 322.874 814 .397   

Total 364.461 817    

OSP_IMPORTANCE Between 

Groups 
40.590 3 13.530 28.560 .000 

Within Groups 437.261 923 .474   

Total 477.851 926    

PCP_IMPORTANCE Between 

Groups 
29.521 3 9.840 27.650 .000 

Within Groups 292.895 823 .356   

Total 322.416 826    

PCP_EFFECT Between 

Groups 
15.330 3 5.110 11.619 .000 

Within Groups 346.998 789 .440   

Total 362.328 792    

EEP_IMPORTANCE Between 

Groups 
19.832 3 6.611 19.923 .000 

Within Groups 298.286 899 .332   

Total 318.117 902    

EEP_EFFECT Between 

Groups 
17.898 3 5.966 13.241 .000 

Within Groups 361.346 802 .451   

Total 379.244 805    

 

  

 

5. What suggestions are offered to develop corporate image through integration of corporate 

values to organizational support and employee engagement? 

 



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

221 

 

 Based on the answer of the respondents, the most suggested action are: (1) Support 

programs and policies that care for workers needs; (2) Give employees the authority to improve 

operations, reduce cost and assist customers; and (3) Communicates values and ask feedback from 

employees.  

 

Conclusions 

 

 Based on the significant findings of the study, the following conclusions were drawn: 

1. Across the three amusement parks, majority of the employees are rank and file at an average of 

76.1% due to the nature of operations of the organization in the industry of amusement parks. The 

nature of operations does not need a college degree holder with masters as what the organization 

needs are those individual who would handle and operate mechanically distinct rides and manage 

and receive payments from customers.    

2. At an average across the three amusement parks, most employees have stayed in the organization 

from 4 years to more than 10 years. This result conveyed that organizational commitment is evident 

and employees are engaging.  

3. Since most employees are rank and file across the three amusement parks, the result on 

educational attainment is congruent to the employees’ position in the organization. Employees in 

the rank and file are high school and vocational course graduate.      

4. Employee Engagement practices scored the highest across the amusement parks at 3.0% in 

comparison to Organizational Support practices and Psychological Contract practices as perceived 

by the respondents to the degree of effectiveness that is provided by the organization to its 

employees. 

5. There is no significant difference has been noted from amongst the variable in terms of the 

perception of respondents as regard to the extent of effectiveness of the organizational support and 

employee engagement provided by the organization when both are grouped according to position 

and length of service. 

6. There is no significant difference in the perception of respondents as regard the importance of 

corporate values and the extent of effectiveness of the integration of the corporate values to the 

organizational support and employee engagement provided by the organization amongst the three 

(3) variables in general but when grouped by position results shows that there is significant 

statistical differences in the perception of the respondents in effectiveness of Organizational 

Support Practices, Psychological Contract Practices, and Employee Engagement Practices and 

when grouped according to length of service there are significant differences in the three practices 

(Organizational Support Practices, Psychological Contract Practices, and Employee Engagement 

Practices), with regards to their importance and effectiveness.  

7. Customer Service and Teamwork made a significant difference from amongst the corporate 

values listed as regard to the extent of importance and effectiveness in the integration of corporate 

values provided by the organization. 

 

In a general context, the three (3) variables --- Employee Engagement, Organizational 

Support and Psychological Contract --- which will aid to develop the highlight of this paper that 

is to conceptualize an effective Corporate Image Program for the Amusement Park Industry will 

have to be understood thoroughly according to its relevance and connection.  
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8. Based on the answer of the respondents, the most suggested action are: (1) Support programs 

and policies that care for workers needs; (2) Give employees the authority to improve operations, 

reduce cost and assist customers; and (3) Communicates values and ask feedback from employees.  

 

It is quite obvious that organization could expect employees to be engaged when 

organizational support is highly favourable. It is most for most employees specially in the rank 

and file to be engaged and committed when the organization would make their people feel that 

they should WORK WITH them and not WORK FOR them. In the work place, it always an 

exchange of responsibility between people and organization --- a give and take relationship always 

works than when organization will just take and people give and vice versa. When the relevance 

and connection is obvious between OS and EE, it is not that easy for the idea of Psychological 

Contract system of employee to define. It may be easy to explain it academically in paper but for 

ordinary people (rank and file) in industry and even some of the people holding top position had 

the difficulty to recognize it at first. PC is jargon to them and a detailed explanation is necessary 

to get through them for the purpose of this study and the researcher could infer that this is the 

reason why PC did not post significant difference in most of the survey compared to OS and EE.  

To explain further PC is to introduce and understand in lay man’s term the word Attribution 

that is the process by which people interpret and assign causes for their own and other people’s 

behaviour in the concept of Human Behaviour of the Organization. There are two (2) kinds of 

attribution such as Personal and Situational. Personal is when people tend to attribute success, 

accomplishment and achievement made at work to own aptitude and ability and less to situations 

and other contributory factor to their claims. It is the same with situation that organization will 

attribute failures and errors to employees rather to its own capacity to support its people in order 

to succeed in a given task. PC is an unwritten commitment of employees to the organization only 

if the later will fulfil its promise of support in the accomplishment of a given task then EE will 

transpire because people in the organization become loyal and dedicate not on the task that will 

provide for compensation but to the organization for a long period of time. 

On the Other hand, EE is the aftermath of both OS and PC in simplest context. Thus, it is 

safe to say that when people in the organization is engaged it means that psychologically they are 

committed and loyal to the task at hand because the organization supports and provide for all the 

necessary tools, equipments and even financial for the accomplishment of the job for the 

development of the person in-charge of the task and for the benefit of the whole organization.  

Incorporating the purpose of the study, this research has able to prove that that corporate 

values integrated to psychological contract through organizational support and employee 

engagement practices are imperative components for developing a positive corporate image for 

management to be able to understand and appreciate the importance of consistent application of 

corporate values in all organizational systems. 

Furthermore, the study has able to generate from the respondents specific actions in the 

formulation of Corporate Image Program/Model that companies in the amusement industries may 

adapt and consider in their own operations by which stakeholders both internal and external will 

be able to identify themselves with being part and proud of the organization thus, deepening the 

commitment of employees to provide efficient service and for their clienteles’ continuous 

patronage of the establishment which will be fully discussed in the recommendation part of this 

study.  
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Recommendations 

 

In the light of the significant findings of the study that brought about significant 

conclusions, the following recommendations are provided: 

 Support programs and policies that care for workers needs, Give employees the authority 

to improve operations, reduce cost and assist customers, and Communicates values and ask 

feedback from employees are the three common components that emerged from the suggested 

action given by the respondents from Enchanted Kingdom, Star City, Splash Island, Zoobic Safari 

and Manila Ocean Park pertaining to the formulation of Corporate Image Program/Model. Below 

are insights regarding the three (3) components as follows: 

 

Support programs and policies that care for workers needs  

This is the integral and essential part from amongst an organization’ values – as they say, 

that people in the organization are the lifeblood of the business, they are the most important asset 

of every organization thus, making them feel important through organizational support that would 

make their task easier and effective.  

 

Give employees the authority to improve operations, reduce cost and assist customers 

 Another ingredient in the formulation of Corporate Image is to give employees the 

authority to improve operations, reduce cost and assist customers. Making people engaged is not 

impossible if they feel empowered --- being able to decide on matters within the  scope of their 

responsibility and being able to be of aid and of  assistance with the organizations’ goals and 

objectives.   

 

Communicates values and ask feedback from employees 

Organizations’ should be able to communicate appropriate values efficiently not only to its 

external public but more so to its internal public because people in the organization are the ones 

expected to live these values of the organization and make it real as related to the products and 

services it renders to the its consumers/customers in the industry from which it operates. Proper 

communication employs proper handling of feedback and how this is to be explained and modified 

to appropriately fix flaws of the core values that will reconstruct errors and creates a better system 

of the organization from which all employees are expected to live by and implement. If done 

effectively, will ensure an suitable and effective Corporate Image Program. 

 Each of the suggested action of respondents entails activities to be done as depicted in the 

tabular Corporate Image Program shown below. Listed activities will ensure (if done accordingly) 

a fitting Corporate Image distinct and appropriate to Amusement Park Industry.    

 The researcher has migrated and integrated concepts between the RRLS that identifies an 

attempt to discuss the differences between corporate personality, corporate identity, and corporate 

image. The three (3) concepts once understood, are then combined into a conceptual model 

explaining the corporate image management process and the suggested action by respondents to 

aid in the formulation of Corporate Image Program for Amusement Parks such as (1) Support 

programs and policies that care for workers needs; (2) Give employees the authority to improve 

operations, reduce cost and assist customers; and (3) Communicates values and ask feedback from 

employees.  
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Figure 7 – Applied Corporate Image Management Process 

 
 

Figure 8 – Suggested Actions by respondents from survey results 

 
 

 

 The common variables in producing a Corporate Image Program as distinctly emerges from 

the concept of Corporate Management Process and the suggested actions of the respondents are 

corporate personality and Identity. From these two (2) variables, Corporate Image emanates. It is 

therefore, essential to identify and understand the factors involve in these variables in order to 

make an effective Corporate Image Program that works. As shown in the above figure, the factors 

involved in the development of Corporate Personality is in the core of the organization that is to 
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integrate these factors to the system that its people will adapt, to the manifestation of Corporate 

Identity that would distinctly provide a particular Corporate Image that would be perceived by its 

external public and its constituents.  

 

 More so, the suggested action of the respondents conveys that in order to make an effective 

Corporate Image Program, an organization should start from the core --- its people! It is quite 

evident from the suggestion that organization should work on to the core that handles its operations 

that naturally creates for the organization its distinct personality translated to identity and 

manifested as an IMAGE that its external public and constituents could identify with, the very 

essence why its customers and clients avails its products/services.  

  

 Although, Corporate Image is most of the time manifested as an unwritten rule within its 

system, in contemporary times it is imperative to make a plan and implement it or rather make a 

program and run it in order to consistently convey to the public its advocacies, goals and objectives 

from which the business is rooted. 

 

 Corporate Image Program for Amusement parks is formulated in combination of Figure 7 

(Applied Corporate Image Management) and 8 (Suggested actions of respondents from survey 

results). Below figure will provide for the Corporate Image program intended for Amusement Park 

industry.      

 

 Suggested 

Action 

Factors to pursue Integration/  

Evaluation/Validation 

Timeline 

Corporate  

Personality 

 

Target 

Audience: 

Employees 

 

Organizational  

Support 

1, Company facility 

conducive to 

working 

2. Ergonomically 

tested furniture and 

fixtures  

3. To ease stress in 

the accomplishment 

of a task 

4. Reward System 

5. Fair policy 

6. Basic benefits 

given 

 

1.Corporate Philosophy 

2. Corporate Values 

3. Corporate Culture 

4.Corporate Objectives 

5.Corporate 

Mission/Vision 

 

Every 5years 

assessment if 

integration is 

still relevant 

to the 

organizations’ 

day-to-day 

operation  

Corporate  

Identity 

 

Target 

Audience: 

Employees 

 

Empowerment 1. Shared 

responsibility in 

decision-making 

2. Managerial 

Support System to 

employees 

 

1. Customer Service 

2. Symbol/Logo 

3. Corporate Uniform  

4. Corporate Decorum 

5. Ethical behaviour 

6. Systems of 

Rewards/Punishment 

7. Managerial Practices 

Every end of 

the year to 

validate 

integration 
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Figure 9 – Corporate Image Program 
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Abstract 

 

Corporate governance has received great attention from governments, market regulators, 

scholars and researchers in the wake of corporate failures (e.g. Enron and Worldcom), accounting 

malpractice scandals and the more recent US mortgage debt crisis in 2007-08.   

The theoretical and empirical studies in the literature that have been mostly conducted in 

foreign countries and have narrowly focused on specific and a limited number of governance 

dimensions. Findings in the literature have likewise been mixed and have sometimes contradicted 

predictions postulated in the widely accepted agency theory (Berlo and Means). 

The weakness in governance research track has been largely due to fragmented 

formulations of governance constructs, with investigative efforts based on piecemeal theoretical 

dimensions of governance and governance performance. The empirical study of governance has 

been largely limited to separate analyses of individual constructs involving notably board 

independence, duality (separation of chairman and the president), managerial ownership and 

control mechanisms, as well as information disclosures.  

Moreover, the researcher has noted that there has been scant empirical investigation into 

the compliance level and practices of Philippine corporations. Thus, this study has attempted to 

look into Philippine Corporate Governance by establishing the level of governance performance 

of Philippine publicly listed corporations (PLC) and analyzing differences in governance levels 

between them by industry type and firm size (as measured by capitalization).  

Governance performance was measured across two postulated dimensions related power 

symmetry and information symmetry covering 31 specific governance indicators based on 2014 

disclosure data. Based from a total sample of 156 PLCs (8% margin of error at alpha level of 

0.05), structural analyses were conducted using separate ANOVA/F-tests to test for statistical 

differences in the governance performance means of the power and information governance 

variables. 

The study determined that compliance to governance processes for both power and 

information practices has been mixed. There was high compliance for mandatory governance 

mechanisms, notably board oversight (audit, nominations and remunerations committees) under 

power and information disclosures under information governance. However, the operation of 

discretionary (i.e. voluntary) governance –board size, duality, control systems, corporate 

governance committee structure, ownership rights and greater board independence -- has been 

fairly weak. Compliance to discretionary communications and investor relations mechanisms was 

also below satisfactory.    

mailto:claro.ganac@dlsu.edu.ph
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Two-way statistical analyses showed that governance compliance is weakest among the 

small-cap companies and those in the services and oil and mining sectors. Higher compliance 

levels were displayed by banks/financial and holding companies (for industry class) and by 

medium-cap and large-cap companies (for firm size). The findings suggest that governance 

behavior is influenced to a large extent by firm resources and, possibly, by the presence of 

progressive business groups that have high motivation to adopt best practices in management.  

The findings suggest that governance systems and behavior are influenced to a large extent 

by the resources and financial capability of the firm. A possible incentive mechanism such as tax 

relief incentives for high-performance in governance can be proposed for lower cap PLCs to 

equalize and broaden governance performance in order to improve the state of strategic 

management of PLCS in the country. 
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TRANSFORMATIONAL LEADERSHIP: ECHOING RESPONSIBILITY, 

ACCOUNTABILITY AND SUSTAINABILITY 

ATTRIBUTES IN THE TRANSFORMATION PROCESS 

 

Aileen K. Balba, Mary Grace M. Reyes, Eileen M. Mamino 

 

Abstract 

 

 The challenges brought about by globalization, technology advancements and competitive 

environment have strongly supported the need for effective leadership among higher learning 

institutions. Successful academic institutions do not only constitute well outlined VMGOs, neither 

having attractive projects and programs, nor an increase in the number of clients nor having good 

caliber of faculty and staff.  This success may not be realized without highly effective school 

leaders.  Leadership ability of the academic institutions is considered to be the pillar and one of 

the keys to success of achieving the institutional VMGOs. The challenge now is to determine 

whether the leaders in HEIs are competent enough to exhibit the transformational leadership 

behaviors echoing responsibility, accountability and sustainability, known as the threefold 

attributes of transformational process 

 This dialectical paper on transformational leadership is aimed to provide awareness and 

guidance among the middle managers of higher education institutions by providing theoretical and 

philosophical groundings, as well as conceptual bases to determine if these leaders exhibit the ideal 

transformational behaviors necessary to overcome issues and challenges in echoing responsibility, 

accountability and responsibility.  This paper is also aimed to explore on the different levels 

(individual, organizational, global) where the leaders have to develop transformational behaviors 

and provide innovative perspective. Exploration on the different theoretical and conceptual models 

shall provide direction to creating a culture of leaders though transformational process 

 The study focused on a dialectical exploration of the transformational leadership 

characteristics as a leadership style that is ideal for higher education institutions. The study also 

provides discourses on identifying indicators of an effective transformational leader in the middle 

management such as the deans, campus directors, coordinators and administrators in echoing 

responsibility, accountability and sustainability.  

Instructional leadership had been serving schools all throughout the time, however in the 

light of the 21st century learning system it was replaced by transformational leadership.  It was said 

that failure in educational plans and reforms lie in the relationships among administrators, parents, 

school staffs, students and teachers.  Effective education leadership makes quality improvement 

in learning. Likewise, the transformational leadership helps school heads to design approaches or 

adjust their attitude to move their school to better path of learning and educative administration.   
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Abstract 

 

The purpose of this paper is to explore and compare the social business models of two 

Philippine social enterprises: ECHOstore Sustainable Lifestyle and Greenius.  In a commercial 

perspective, both social enterprises are involved in retailing eco-friendly products while in a social 

value perspective, they work with communities as supposed target beneficiaries. 

Through a qualitative case study methodology (Yin, 2003), we will examine the merits and 

points for improvement of the two aforementioned enterprises using learnings.  To aid in 

generating richer insights, we will adopt learnings from the business model frameworks of 

Osterwalder and Pigneur (2010) and Yunus et al. (2010) – the former known for the ‘Business 

Model Canvas’ framework and the latter a Nobel Peace Prize winner for his social 

entrepreneurship work in Bangladesh through the Grameen Bank.   

This study is significant as it attempts to address both a research and practice gap of 

understanding better how to manage a business model that aims to balance, if not reconcile, 

multiple value propositions.  Social business models enable social enterprise managers, owners, 

and even scholars to have a more holistic perspective of an enterprise, which aids not only strategic, 

but also systems thinking.  Given the fast pace and uncertainties in managing today’s business, 

together with the added complexity of addressing a social need, it is imperative to understand how 

both commercial and value is created, delivered, and captured through the lens of a social business 

model. 
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Rationale    

 

“Social entrepreneurs are not content just to give a fish or teach how to fish. They will not rest 

until they have revolutionized the fishing industry.” 

― Bill Drayton, founder of Ashoka Changemakers 

 

“Business and human endeavors are systems…we tend to focus on snapshots of isolated parts of 

the system. And wonder why our deepest problems never get solved.”  

― Peter M. Senge, author of The Fifth Discipline 

 

“In the social sector we’re often heavy on mission statements but light on clear value statements. 

An entrepreneur’s challenge is to design and successfully implement a new business model.”  

― Alexander Osterwalder, author of Business Model Generation: A Handbook for Visionaries, 

Game Changers, and Challengers 

 

Managing social enterprises is very complex.  Whereas the success of traditional businesses 

are supposedly measured by its bottomline and the success of nonprofit organizations are 

evidenced by how well it achieves its mission or impact, social enterprises yearn to internalize 

these two objectives in the organization’s system and simultaneously pursue the two goals.   

Peter M. Senge, a renowned management guru who authored the seminal book entitled The 

Fifth Discipline, stresses the importance of adopting a holistic systems thinking in managing any 

type of organization.  Social entrepreneurs leading their social enterprises, in their excitement to 

“revolutionize the fishing industry”, may sometimes be too focused on the social mission aspect 

of their organization and overlook the commercial or business side essential for viability.  On the 

other hand, some aspiring entrepreneurs may focus on the business side at the expense of pursuing 

impact.  Fully adopting systems thinking, indeed, is a challenge that social enterprise leaders must 

overcome. 

In order to do so, Osterwalder and Pigneur (2010), as supported by Yunus et al. (2010) 

propose adopting a business model perspective – being able to visualize and make sense how a 

social enterprise creates, delivers, and captures both commercial and social value.  Doing so may 

help pursue the dual objectives social enterprises commit to achieve.  By understanding how value 

flows from key partners to the target stakeholders and vice-versa, organizations can paint a clearer 

picture on how to better meet its goals.  Instead of viewing profit and mission as magnets repelling 

each other, adopting a business model perspective complements holistic systems thinking; that is, 

to realize that it may be possible to do well by doing good and do good by doing well.  Social 

problems and commercial viability are challenges too daunting to be viewed in silos.   

Scholarship and research on business models have been gaining popularity in the recent 

years (Al-Debei & Avison, 2010; Al-Debei & El-Haddadeh, 2008; Casadesus-Masanell & Ricart, 

2011; Osterwalder & Pigneur, 2010; Osterwalder et al., 2014; Yunus et al., 2010).  Al-Debei and 

Avison (2010) describe the business model concept as an abstraction or a representation of an 

organization.  They claim that business models can be in conceptual, textual, or graphical forms 

(with Osterwalder’s Business Model Canvas as one of the more popular graphical representations 

of the concept).  No matter the differences and variations between several authors’ own business 

model conceptualizations, their ideas converge in describing how different organizations create, 

communicate, deliver, and capture value (Al-Debei & Avison, 2010; Al-Debei & El-Haddadeh, 

2008; Casadesus-Masanell & Ricart, 2011; Magretta, 2002; Osterwalder, 2004; Osterwalder & 
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Pigneur, 2010; Ovans, 2015; Timmers, 1998; Yunus et al., 2010).  The business model perspective 

has been adopted in the context of the social sector as well (Osterwalder & Pigneur, 2010). 

To generally understand the business model concept, Al-Debei and Avison (2010) propose 

four general dimensions that encompass the concept’s definition.  These are (1) value proposition, 

(2) value architecture, (3) value network, and (4) value finance.  Figure 7 offers descriptions of 

these four dimensions. 

 

 

 
 

Figure 7.  V4 Business model dimensions (Al-Debei & Avison, 2010) 

 

 

 Al-Debei and Avison’s research (2010) roots from comprehensive literature revolving on 

prior business model research, case studies on information technology firms, and doing content 

analyses of these works.  They contend that the business model framework serves to be an essential 

conceptual tool capable of aligning how a business operates and how it pursues its strategic plans.  

Similar to the contentions of Osterwalder (2004), making an organization’s business model more 

explicit helps assess and make sense of an enterprise’s intangibles and other forms of value in 

pursuing crucial objectives. 

Osterwalder (2004) expresses the need for organizations to understand their business 

models.  This allows managers to make better sense of how value flows from all aspects of the 

enterprise.  The rise of design thinking has led Osterwalder and Pigneur (2010) to develop their 

own framework they name as the Business Model Canvas.  Figure 8 shows the descriptions of 

each of the nine building blocks the framework capitalizes to portray an organizations business 

model. 
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Figure 8.  The business model canvas (Osterwalder & Pigneur, 2010) 

 

The framework encourages visual representations of value flows across organizations, with 

practitioners all over the world adopting the canvas in their strategic planning and business model 

innovation initiatives.  Rightfully, the framework shows the Value Proposition as its core element 

as this influences how the business model should function.  Key Partners, Key Activities, and Key 

Resources refer to the business’s value creation aspects; Customer Segments, Customer 

Relationships and Channels refer to the value communication and delivery aspects; while Cost 

Structure and Revenue Streams focus on value capture and financing activities. 

Yunus et al. (2010) supports the applicability of the business model concept in managing 

social enterprises.  Just as it is important to visualize or make explicit how a traditional business 

creates, communicates, delivers, and captures value, Yunus et al. (2010) emphasize the importance 

of building social profit equations rooted on aligned internal and external value chains.  It is 

important to reconcile both economic and social value objectives as contended by various authors 

(Alter, 2006; Austin et al., 2006; Barnes et al., 2009; Dees & Anderson, 2002; Emerson, 2003; 

Glover, 2012; Osterwalder et al., 2014; Porter & Kramer, 2011; Yunus et al., 2010).  As such, in 

exploring the social business models of social enterprises, we consider it beneficial to use the 

lenses of Al-Debei and Avision (2010) and Osterwalder and Pigneur (2010). 

 Given the vast literature available on business model perspectives, the limited business 

model literature focused on social enterprises is quite notable. As such, this paper aims to fill such 

gap, initially in a Philippine context, by answering the following research questions: (1) What are 

the social business models of ECHOstore and Greenius, two social enterprises operating in Metro 
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Manila? (2) What are the lessons and best practices we can derive from the cases of the two social 

enterprises? 

 

Specifically, our study has the following objectives: 

1. To explore, visualize, and make sense of the social business model of two Philippine 

social enterprises operating primarily in Metro Manila 

2. To derive initial insights that can be applied to other social enterprises similar to 

ECHOstore and Greenius. 

 

To answer our research questions and meet our objectives, we adopted the case study 

research method because we examined a contemporary phenomenon with some real life context, 

over which we had little control. We adopted the multiple-case design because, as pointed out by 

Yin (2003), working on at least two cases allows for the possibility of direct replication. The 

analytic conclusions independently arising from multiple cases “will be more powerful than those 

coming from a single case alone” (Yin, 2003, p.53).  We recognize, though, that case studies are 

only “generalizable to theoretical propositions and not to populations of universes.” Therefore, we 

cannot establish correlational or causal relationships, but simply explain why or how these 

relationships exist (Yin, 2009). 

We chose Greenius and ECHOstore Sustainable Lifestyle as our case studies since they are 

at least two years old at the time of data gathering. This allowed us to gain insights as owners and 

managers had enough experience in dealing with various problems faced by the business.  We 

came up with detailed case descriptions, which included the following information: background 

of the company, its economic and social activities, and business model following Osterwalder and 

Pigneur’s Business Model Canvas.  We deemed it appropriate to use the tool of Osterwalder and 

Pigneur to visualize how value flowed within the organization.   

We then did a cross-case analysis that allowed us to uncover patterns across the two social 

enterprises, and to understand how the different circumstances probably resulted into varying 

levels of success. For the cross-case comparison, we used Al-Debei and Avison’s V4 Business 

Model Dimensions as these effectively encompasses the important aspects of the business model 

concept. 
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Case 1 – Greenius 

 

Company background  

Greenius started out in 2009 as a feasibility study school requirement submitted by five 

students to a business incubation program in one of the Philippines’ prestigious business 

universities. Its vision is to “raise the competitiveness of Philippine indigenous materials and 

communities that produce them through global design brands”, while its mission is to “’wow’ the 

world with stylish products from our very own indigenous materials”. 

 Greenius’s product line includes the following lines: Bags, which were handmade and 

crafted for women; and Journals, which can be used to take notes during meetings and listing down 

to-do’s, or by creative types to write a novel, sketch, or record thoughts, ideas, or feelings; and 

tablet covers, a collection they claimed to be designed with balance between style and functionality 

in mind— a great fit for 1st-4th generation iPads.  These products reach the market through 

traditional stores (some retail stores and bookstores) and through online selling. Journals and tablet 

covers are also sold as corporate giveaways. 

Greenius received an initial boost when it won P350,000 worth of start-up capital and a 

web site development package for its entry to a business plan competition in 2009. This encouraged 

the team members to execute their business plan. At the time of the study, only two of the original 

five former students are still involved in the business—the creative director and the director for 

marketing and social aspects of the business. They were later joined by two other individuals as 

they ventured into what they claim as “eco-fashion”. 

 

Social objective 

Greenius was not originally meant to be a social enterprise, but actually evolved into one. 

They first wanted to work with the country’s indigenous materials.  This led them to a community 

located in the south of Metro Manila recommended by the Department of Trade and Industry 

(DTI), which was recommended because of the community’s flagship project involving the 

conversion of usable water plants into woven products. These water plants are considered invasive, 

causing the clogging of the place’s water bodies.  This resulted to floods that threatened the 

livelihood of fishermen who found it difficult to navigate the waters to catch fish and shellfish. 

Community members, however, were resourceful enough to convert the stalks of these plants into 

material that is comparable to leather.  This form of recycling waste into usable raw materials 

inspired the founders to push with their business idea with a social mission.  

By engaging (i.e. working with and training) the women in rural communities in sourcing 

the company’s raw materials and in producing their products, Greenius provided livelihood to 

these communities even as it addressed an environmental concern at the same time by helping 

restore water bodies previously infested by the invasive plants.  
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Business model canvas of Greenius 

 

Key Partners Key Activities Value 

Proposition 

Channels Target Segment 

 Community suppliers 

of upcycle-able 

materials 

 Local government 

units 

 Investors which gave 

seed funding for 

Greenius for their 

prize as a winner in a 

business competition 

 Network of social 

entrepreneurs 

 

 Upcycling of 

raw materials 

into usable 

eco-friendly 

accessories 

 

 

“Stylishness that 

Saves” - Eco-

fashion (luxury 

bags) that 

empowers 

individuals to 

help indigenous 

communities and 

save water 

bodies from pests 

 Online selling 

 

 Fashionable women 

belonging to high-end 

market 

Key Resources Customer 

Relationships 

 Raw materials 

(plant leather) 

 Raw materials 

processor 

 Artisan inputs 

of well-

renowned 

designers 

 Social media 

 Website 

 

Costs Revenues 

Store operations 

Marketing expenses 

Cost of sourcing raw materials 

Costs of manufacturing/upcycling raw materials 

Online sales 

Retail sales 

 

 

Figure 9.  Initial business model canvas of Greenius 

 

 

 

Key Partners Key Activities Value 

Proposition 

Channels Target Segment 

 Community suppliers 

of upcycle-able 

materials 

 Local government 

units 

 Investors which gave 

seed funding for 

Greenius for their 

prize as a winner in a 

business competition 

 Network of social 

entrepreneurs 

 

 Upcycling of 

raw materials 

into usable 

eco-friendly 

accessories 

 

 

“Stylishness that 

Saves” - Eco-

fashion (luxury 

bags, journals, 

tablet covers) 

that empowers 

individuals to 

help indigenous 

communities and 

save water 

bodies from pests 

 Online selling 

 Mall retail 

channel 

 Bookstores 

(National Book 

Store, Fully 

Booked) 

 

 Fashionable women 

belonging to high-end 

market 

 Middle-market 

individuals 

advocating 

sustainable goods 

 Corporate accounts 

looking for corporate 

giveaways 

 

Key Resources Customer 

Relationships 

 Raw materials 

 Upcycled 

materials 

(plant leather) 

 Raw materials 

processor 

 Artisan inputs 

of well-

renowned 

designers 

 Social media 

 Website 
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Costs Revenues 

Store operations 

Marketing expenses 

Cost of sourcing upcycled materials 

Cost of sourcing raw materials 

Costs of manufacturing/upcycling raw materials 

Online sales 

Retail sales 

Corporate client sales 

 

Figure 10.  Modified business model canvas of Greenius after inflection point 

 

The value creation aspect of Greenius’ business model shows how they source raw 

materials from select rural communities capable of producing upcycle-able plant leather and other 

indigenous products.  When they started (Figure 9), Greenius incurred the cost of helping the 

communities transform plants into more usable forms.  However, this proved to be very costly; 

thus, they modified their business model (Figure 10).  They resorted to only partnering with 

communities that can already deliver their needed specifications.  After sourcing, they worked 

with other partners that can help convert the raw materials into stylish products.  At first, they 

wanted to focus producing faux-luxury bags.  However, their failure to meet cost targets forced 

Greenius to pivot – prioritizing leather journals and tablet covers instead.  

The value communication and delivery aspect of Greenius’ business model shows how 

they capitalize on online and retail channels to sell their products.  Greenius experienced difficulty 

selling their faux-luxury leather bags, but upon pivoting to creating journals and tablet covers, they 

were able to tap the middle-class and corporate accounts market to increase their sales. 

In terms of finance and value capture, they get revenues via sales and immediate collection 

of money from customers.  When they sticked to selling faux-luxury bags, they had a hard time 

having sales.  However, as mentioned by one of their founders, the introduction of tablet covers 

and journals allowed them to access a more mass market and even corporate clients.  They stopped 

focusing too much on producing high-priced bags.  Instead, they partnered with with different 

Philippine book stores to distribute their leather journals and tablet covers.  One of Greenius’ 

founders shared that the prices of their leather journals and tablet covers were now able to cover 

the expensive sourcing and product design they incur, with the company being able to reach their 

break-even and ROI stages. 

 

Value propositions 

At the early stages of Greenius, they focused on upcycled bags and accessories with a high 

price point – targeting the Filipino AB women segments.  However, upon finding out that their 

flagship products are not that sellable to their intended target market, they shifted to selling 

upcycled smartphone accessories and a journal/diary with an upcycled cover, which are now more 

sellable to a bigger market (Filipino BC demographics). 

Their mission is two-fold: poverty alleviation and restoring environments from waste 

through upcycling.  However, given the high costs of training communities and directly upcycling 

waste materials into more usable elements, Greenius shifted its approach from intensive 

community engagement to largely sourcing materials from, and outsourcing production to, various 

communities. 
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Value architecture 

 Greenius’ value architecture resides on their ability to upcycle plants into commercially 

viable products.  Although there is an attempt to reconcile their economic and social goals, 

Greenius found out that they cannot sustainably internalize the cost of sourcing and manufacturing 

high-cost products. 

Greenius initially sold primarily through select retail outlets, bazaars, and online shops.  

After focusing on smartphone accessories and journals, they now added bookstores (National Book 

Store, Fully Booked).  In addition, the business took in two new people to help run the business 

more professionally. This has led to some innovations in their product development and market 

development efforts. 

Focusing now on outsourcing raw materials instead of previously taking great pains 

training their partners, Greenius maintains a more streamlined process that benefits their 

commercial bottomline.  However, this shows that to some extent, the enterprise’s social mission 

takes a backseat as they make sure to make the organization more stable and efficient. 

 

Value network 

The value network of Greenius relies heavily on fellow social enterprises, their personal 

and alma mater contacts.  Having won a business competition and having graduated from a 

renowned Philippine university, Greenius was able to access important networks and mentors that 

helped streamline the organization. 

One of the original owners had to cut down on the time she spends in the communities due 

to financial and opportunity costs for the company.  Moreover, Greenius is moving towards a more 

conventional business model, one that seeks to develop a market through branding. Outsourcing 

production, but with less direct engagement in the community, is meant to bring down operational 

costs.  The company has cut down it community development efforts, and focuses instead on sales, 

product development and design. It does not have a non-profit partner that provides 

complementary service. 

 

Value finance and value capture 

Greenius’ initial main cost drivers can be seen in their value architecture difficulties – 

sourcing upcycle-able plant leather and manufacturing them into sellable eco-fashion products. 

Having won a business competition, Greenius was able to have a good starting capital to 

kickstart operations.  However, their initial sales of faux luxury items did not bode well, causing 

them to manage costs (at the expense of their mission taking a backseat).  Their repositioned 

products have enabled them to recover and make their social enterprise more stable. 

Greenius is now more conscious about meeting its financial bottom line, which is essential 

in keeping the business viable.  This is not necessarily undesirable.  However, having outsourcing 

as their main way of working with their beneficiaries mean they do not anymore intend to 

maximize the pursuit of their social mission.  This may as well be akin to a company procuring 

from selected suppliers, which touches more on CSR rather than social entrepreneurship. 
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Case 2 – ECHOstore Sustainable Lifestyle 

 

Company background  

ECHOstore Sustainable Lifestyle is the first green retail store in the Philippines. Founders 

Pacita “Chit” Juan, Jeannie Javelosa, and Reena Francisco (also known as the ECHOtrio) brought 

their extensive corporate / entrepreneurial experience to this venture that advocates sustainable 

living. Recognizing this generation’s growing environmental consciousness and desire for 

environment-friendly products, these women spotted an opportunity that other Filipino 

entrepreneurs failed to notice. They set up a store that showcases the finest products made from 

raw and all-natural materials, and created by talented craftsmen from various parts of the country. 

ECHOstore Serendra, which targets the high-end urban market, opened its doors in 

September 2008 and shared space with Kape Isla, a coffee shop under the Philippine Coffee Board. 

It was here where Juan, Javellosa, and Francisco brought together their network of social 

enterprises, communities, foundations, and other organizations that needed not only support but 

also a space for their products (home care, fashion, gifts, and personal care). Some of the products 

were made by marginalized groups, including women prisoners, and the urban poor. Others came 

from foundations that support abused children, and even the creative industries. The retail store, 

which is situated in one of the first-class shopping enclaves in Metro Manila, also offered organic, 

natural, and nontoxic goods, ranging from home cleaning products to staples such as organic rice, 

sugar, and other produce. 

Aside from being a retail store that houses the products of different artisans and micro-

entrepreneurs, ECHOstore also serves as its owners’ vehicle for nurturing and sustaining three 

essential aspects: (a) self, (b) community, and (c) environment. To achieve these, ECHOstore: uses 

organic and/or natural food and body products; engages in Fair Trade; supports Filipino design 

excellence; supports livelihood and mentors small entrepreneurs; exudes integrity in all business 

dealings; satisfies and informs customers; practices sustainable agriculture; and conducts wise 

environmental practices. 

ECHOstore, soon after, opened its second branch at the Podium in Mandaluyong City. In 

2011, the ECHOtrio opened ECHOmarket Sustainable Farms and ECHOcafe (Culture, 

Community, Coffee), two related concepts that completed the ECHOstore retail triad. Today, 

ECHOstore has branches in Makati (ECHOstore Salcedo), Quezon City (ECHOstore Centris 

Walk), Davao (ECHOstore Davao), and Cebu (ECHOstore Cebu). It also has an online store, 

launched in 2013, which features lifestyle books authored by the ECHOtrio. 

 

Social objective 

ECHOstore fulfills its social mission by serving as an outlet for products of women’s 

groups, cultural communities, and other marginalized groups. But unlike other retail businesses 

that simply source from these groups, ECHOstore has gone the extra mile by helping build the 

capabilities of these groups in product design, packaging, and other important aspects of running 

a business. 

As the pioneering retail store that focused on fair-trade products made by small 

communities, ECHOstore began to attract community-based enterprises that wanted their products 

displayed for sale in the store. However, the ECHOtrio had to reject majority of the products due 

to poor design and lack of visual appeal. They eventually worked closely with national NGOs 

serving poor communities, which requested them to critique the product design and packaging of 



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

241 

 

these small producers. The ECHOtrio volunteered their time and expertise to serve as mentors, 

and eventually launched the ECHOdesign Lab as a program.  

Thus, the ECHOtrio, within a year of operating their first store found themselves involved 

in a variety of activities. According to Javellosa, who was ECHOstore president during its early 

years, “we were struggling at that period helping communities, selling products, and trying to 

manage the whole process of bringing products to the market.” They later set up the ECHOsi 

(Enabling Communities with Hope and Opportunities Sustainable Initiatives) Foundation, which 

received funds from external parties that wanted to support their advocacy and social mission. “We 

could not put the money under ECHOstore,” Javellosa explained, “because it was not part of the 

business.” 

The establishment of the foundation allowed the ECHOtrio to receive support from 

government, and to work in partnership with various groups, especially NGOs, that are similarly 

concerned with developing communities. For example, they have worked with the Peace and 

Equity Foundation (PEF) and the Partnership and Access Center Consortium, Inc. (PACCI) in 

setting up ECHOVILLAGE stores throughout the country; and also with the the Department of 

Trade and Industry (DTI) and the Philippine Commission of Women (PCW) for the GREAT 

Women Program. These are ongoing partnerships that allow ECHOstore to spread its advocacy 

for sustainable living across the supply chain. 

 

ECHOVILLAGE Store 

With support from PEF, an independent non-profit foundation, ECHOstore partnered with 

The Village Store of PACCI to open a sustainable lifestyle store in a village setting. The venture 

is aptly named ECHOVILLAGE Store Sustainable Communities, whose flagship store is located 

at the PEF’s offices in Loyola Heights, Quezon City. It is described as “a special and pioneering 

partnership” between the private sector and civil society, which came together “to highlight fair 

trade products to address sustainability issues of many communities throughout the country” 

(retrieved from www.echostore.ph/index.php/community/our-communities/, as of May 22, 2015).  

The priority provinces, as identified by the partners, are Albay, Baguio, and Palawan, in 

Luzon; Bacolod, Bohol, and Negros Occidental in the Visayas; and General Santos, Saranggani, 

and other parts of Mindanao. These are also the areas where PACCI has established Partnership 

and Access Centers (PACs) to develop programs and undertake projects in the poorest 

communities, and to strengthen institutional capacities of organizations on the ground.  

Among the innovative strategies for poverty reduction and community empowerment 

supported by PACs are the ECHOVILLAGE stores. Through these stores, artisans can sell small 

batches of their products and don’t have to worry about meeting the production volumes required 

by the usual distribution channels. At the same time, these stores’ merchandise are enhanced by 

the eco-friendly and natural products carried by ECHOstore in its branches. According to Ricardo 

Torres Jr., Associate Director of PEF, “it is a more stylized sari-sari store, but with some intangible 

add-ons – partnership, fair trade promotion, environmental care, a healthy lifestyle, corporate 

responsibility, among other unique product features” (retrieved from 

www.echostore.ph/index.php/community/our-communities/, as of May 22, 2015).  

Chit Juan, who is also handling the Marketing of ECHOstore, said that the goal is “to put 

up many ECHOVILLAGE stores around the country”, which is a novel way for communities to 

connect with mainstream markets. She added: “We address the challenge of economies of scale 

through a nationwide distribution of a community’s small production, albeit in small quantities per 

store, but spread around many parts of the country. For instance, a commodity product like honey 

http://www.echostore.ph/index.php/community/our-communities/
http://www.echostore.ph/index.php/community/our-communities/
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or pili nuts can be branded as an ECHOVILLAGE Store product distributed in other 

ECHOVILLAGE Store branches, other than being sold just in its place of origin” (retrieved from 

www.echostore.ph/index.php/community/our-communities/, as of May 22, 2015). 

 

GREAT Women Project 

The GREAT Women Project is a collaboration of national and local government agencies, 

women’s groups and private sector groups that seek to improve local business policy, projects and 

services for women businesses. It receives technical and funding assistance from the Canadian 

International Development Agency (CIDA). 

GREAT Women, also known as Gender Responsive Economic Actions for the 

Transformation of Women, is an integrated platform that addresses gender issues by developing 

microenterprises, and by helping women entrepreneurs move up the supply and value chain. With 

support from DTI and the PCW, the lead government agencies, ECHOsi takes the lead on program 

design, preparing small producers for market access, and brand development (retrieved from 

www.echosi.org.ph/programs-great.asp, as of May 22, 2015). 

In 2012, the GREAT Women Project provided training to participating microentrepreneurs 

in Quezon, Camarines Sur, Bohol, Iloilo, Leyte, Davao del Sure and North Cotabato through the 

Intensive Design Clinic Series. Today, the products of these microentrepreneurs, which were once 

sold only as generic products in communities, have been upgraded with the technical assistance of 

product and design experts, and have now reached markets outside the municipalities in which 

they were produced. For the higher quality specialty products, these were selected to form an 

exclusive GREAT Women brand, a marketing and branding platform for a distinct product line of 

upscale food products, lifestyle goods and other artisanal products made by women 

microenterprise groups and cultural communities throughout the country (retrieved from 

www.gmanetwork.com/news/story/ 297428/cbb/philippine-commission-on-women-echosi-

foundation-partner-for-women-microentrepreneurs, as of May 23, 2015). 

The value creation aspect of ECHOstore’s business model shows their ecosystem of 

partners and networks anchored via the ECHOsi Foundation.  They are able to develop women 

entrepreneurs in their quest to sell quality products by helping in design, production, and 

packaging.  They employ a ‘tough love’ approach with their beneficiaries – they will do their best 

to help the micro-entrepreneurs and buy their products under fair-trade principles, but they demand 

the highest quality that their target customers deserve.  Donors, cooperatives, and local government 

units amplify their social advocacies, which seamlessly reconcile with the commercial value 

creation activities of their business model. 

The value communication and delivery aspect shows ECHOstore’s intimate knowledge of 

their target market – establishing pioneer ECHOstores and ECHOcafes at high-end malls such as 

Podium, Serendra, and Centris.  They are also active online in communicating their advocacies, 

with their founders uploading photos and articles about sustainable living.  Their loyal customers 

are so enamored with the products such that aside from patronizing through buying, some even 

take the extra mile of donating to ECHOsi Foundation’s initiatives. 

In terms of finance and value capture, they get revenues via sales.  Also, they are able to 

use their sustainable products in their café, enabling them to get additional revenue through food 

service as well.  Their premium prices are deemed reasonable by their customers – with the success 

of ECHOstore enabling them to open recently an online store and other outlets in different parts 

of the Philippines through dealerships. 

  

http://www.echostore.ph/index.php/community/our-communities/
http://www.echosi.org.ph/programs-great.asp
http://www.gmanetwork.com/news/story/%20297428/cbb/philippine-commission-on-women-echosi-foundation-partner-for-women-microentrepreneurs
http://www.gmanetwork.com/news/story/%20297428/cbb/philippine-commission-on-women-echosi-foundation-partner-for-women-microentrepreneurs
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Business model canvas of ECHOstore 

 

Key Partners Key Activities 
 

Value Proposition Channels Target Segment 

 Local 

government 

units 

 Rural/women 

entrepreneurs 

 Cooperatives 

in different 

regions 

 Investors 

 

 ECHOdesign Lab 

activities – helping 

micro-entrepreneurs 

prototype products and 

tell artistic stories 

through their products 

 Sourcing of eco-friendly 

and ‘sustainable’ 

products 

 Retail management 

 Coordination of 

ECHOtrio with its 

partners 

 

Products that enable 

customers to live a 

sustainable lifestyle 

(ranging from food, 

personal care, and other 

lifestyle products) 

 Mall stores 

(Serendra, 

Sentris, 

Podium) 

 ECHOcafe 

 

Health-conscious 

people, primarily 

those willing to 

pay premium 

prices (SEC A and 

B people) 

Key Resources Customer 

Relationships 

 ECHOfarms 

 Experience and 

reputation of ECHOtrio 

 

 Social media 

(Facebook, 

Twitter, 

Instagram) 

 ECHOstore 

website 

 

Costs Revenues 

Store operations 

Fair-trade cost of goods 

Marketing expenses (social media, website) 

Retail sales from ECHOstore branches 

Service sales from ECHOcafes 

 

Figure 11.  Business model canvas of ECHOstore 

 

Value proposition 

Centered around the customer value proposition of living a sustainable lifestyle, 

ECHOstore retails green and organic products (food, personal care, etc.) to the health-conscious 

Filipino AB segments. With the mission of uplifting rural and micro-entrepreneurs, communities 

from poverty, ECHOstore trains their beneficiaries to be capable of producing high-quality 

products to be sold at their retail stores.  As such, ECHOstore has gained a reputation for 

championing green and all-natural products and for advocating a sustainable lifestyle. 

 

Value architecture 

ECHOstore’s value architecture is primarily anchored on its capability to source high 

quality sustainable products from its partner entrepreneurs.  The quality is maintained by the ‘tough 

love’ development approach of its suppliers, which effectively shows how ECHOstore’s economic 

and social objective is tightly intertwined.  After passing through rigorous quality standards, 

ECHOstore pays fair-trade prices to its partner entrepreneurs, whose products are made available 

through retail outlets. 
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ECHOstore has many retail outlets in strategic locations (Centris, Serendra, Podium – 

notable shopping places of the middle and upper class).  The opening of more branches is a 

response to the increasing demand for its products. Moreover, ECHOstore has other channels such 

as an ECHOcafe where people can dine instead of just buying products.  The increasing 

distribution channels of ECHOstore complement how they are helping micro-entrepreneurs.  More 

stores mean more shelf spaces for their partners – increasing the margins both parties receive. 

 

Value network 

ECHOstore’s founders (fondly known as the ECHOtrio) are veteran businesswomen.  As 

such, they leverage their corporate contacts to facilitate their retail outlets.  Moreover, the 

ECHOtrio leverages networks with fellow social enterprises, industry associations, and 

government institutions to better manage their social enterprise’s business and mission. 

ECHOstore’s venture model integrates the activities of ECHOsi Foundation, which allows 

the ECHOtrio to leverage on the resources of other like-minded groups. Also, ECHOstore’s 

owners are working with people and institutional partners that share their values and their belief 

in sustainable living.  Finally, by working closely with institutional partners that also seek to 

develop communities and by creating a structure that nurtures a collaborative spirit, ECHOstore 

reduces possible conflict and resistance.  The integration of commercial and social aspects are seen 

in what the ECHOtrio brands as their ‘ECHOsystem’. 

 

Value finance and value capture 

 ECHOstore’s main cost driver apart from operating expenses is their commitment to pay 

fair-trade prices to their partner entrepreneurs.  ECHOsi Foundation, in partnerships with LGUs 

and cooperatives, help shoulder product development costs through training and development of 

the entrepreneurs. 

Having come from corporate backgrounds, the ECHOtrio was able to finance its social 

enterprise more professionally.  They capture commercial value via sales in their retail stores 

located strategically among malls and shopping places that their target market frequent. 

The creation of ECHOsi Foundation effectively strengthens ECHOstore’s capturing of 

social value in terms of donations, partnership with local government units, and most importantly 

intensive interfacing with their beneficiaries.  This makes ECHOstore’s business model more 

compelling as the success of its partner micro-entrepreneurs directly affects the commercial 

success of its social enterprise and the satisfaction of the customers.  As such, ECHOstore and 

ECHOsi Foundation have every incentive to continue strengthening how it pursues its mission – 

doing well by doing good. 
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Cross-case analysis 

 

 The individual case descriptions of Greenius and ECHOstore provided detailed narratives 

and visualizations of their business model using the framework of Osterwalder and Pigneur (2010) 

and Al-Debei and Avison’s V4 Business Model Dimensions (2010).  This cross-case analysis 

intends to find comparisons and contrasts between the two social enterprises. 

They key difference between ECHOstore and Greenius is the former’s better understanding 

of their target customers.  ECHOstore’s commercial and social value propositions are more 

seamless and embedded with each other, which various authors recommend (Alter, 2006; Austin 

et al., 2006; Dees & Anderson, 2002; Emerson, 2003; Porter & Kramer, 2011; Yunus et al., 2010).  

The early stumble of Greenius’ attempt to sell faux-luxury bags to the AB market illuminate a very 

important lesson – a product, even if marketed by a social enterprise, should have a real benefit 

and quality beyond the advocacy.  As such, in designing value propositions for social enterprises, 

it is important to consider what the product can solve on its own, as well as how the advocacy and 

mission can augment the product’s key benefits.  How Greenius repositioned and reintroduced its 

products to a more accessible audience lend credence to this important insight. 

Dees and Anderson (2002) and Alter (2006) emphasize the need to create a compelling 

organization structure.  This is echoed by various business model authors (Al-Debei & Avison, 

2010; Al-Debei & El-Haddadeh, 2008; Osterwalder, 2004; Osterwalder & Pigneur, 2010) as a 

good structure facilitates a more desirable flow of value from creation to delivery.  ECHOstore’s 

commercial and social value architecture is compelling given the flow of the products in the value 

chain (from the micro-entrepreneurs to the retail shelves).  Greenius’ initial commercial value 

architecture was limited, given that they have limited accessibility through select retail outlets and 

bazaars.  They established a better alternative when they partnered with national bookstores with 

wider reach.  However, the social aspect of their value architecture is compromised as they only 

outsource the products from communities; unlike ECHOstore, who has rigorous training, quality 

inspections, and social programs in place (handled by ECHOsi Foundation) to facilitate flow of 

goods. 

The founders of ECHOstore have used their prior experiences as leverage in establishing 

their ‘ECHOsystem’.  As ECHOstore focuses on making their business operations work, ECHOsi 

Foundation effectively handles partnerships that solve both commercial and social concerns.  

Product development (commercial) is heavily complemented by intensive training and 

collaboration with local government units (social).  Their ECHOsystem admirably produces a 

virtuous cycle that enables all parties to fulfill commercial and social objectives.  Although 

Greenius has its own respectable value network as well, the social enterprise is not able to 

maneuver these elements to create a compelling way to solve their social mission. Prioritizing the 

business objectives, they have invested in building business contacts more.  As such, the 

comparison between ECHOstore and Greenius illustrate how a compelling value network is very 

essential for organizations that truly want to reconcile financial and social objectives. 

The case of ECHOstore provides a clear depiction of what it means to do well financially 

and do good to society.  Interfacing with beneficiaries is embedded in their business model, as 

such, they have every reason to maximize the development of their beneficiaries. In turn, their 

customers get to enjoy high quality organic products that fulfills the promise of living a sustainable 

lifestyle.  On the other hand, the case of Greenius is similar not just to startup social enterprises 

but also to commercial startups.  Logically, they needed to place a bigger priority to pursuing their 

commercial objectives to make their enterprise viable. 
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Thus, both cases highlight the insight of having a commercial and social objective capable 

of creating a virtuous cycle (especially in the case of ECHOstore and ECHOsi Foundation).  The 

difference is that unlike Greenius, ECHOstore’s execution of its value network and value 

architectures is more fluid – allowing the enterprise to maximize pursuit of dual objectives without 

having the need to sacrifice the mission first before becoming viable. 

 

Conclusion and Recommendations  

 

In answering our research questions and meeting our research objectives, the research 

visualized the social business models of Greenius and ECHOstore, two Philippine social 

enterprises with considerable years of operation.  To aid our analysis and elaboration of their 

respective business models, we used the Business Model Canvas of Osterwalder and Pigneur 

(2010), which details elements through the lens of the nine building blocks (Key Partners, Key 

Activities, Key Resources, Cost Structure, Value Proposition, Channels, Customer Relationship, 

Customers, and Revenue Streams).  For the cross-case comparison, we explored how the different 

business model elements of each enterprise synergized as a whole. 

In looking at how the two enterprises endeavored to align commercial and social 

objectives, we can see that a seamless alignment between the 4Vs is essential for a higher chance 

of success.  ECHOstore’s value architecture was reinforced by its leverage of its value network 

(LGUs, cooperatives, ECHOsi Foundation) in making sure that the beneficiaries are able to supply 

quality products for the business while uplifting their socio-economic status through fair-trade 

profits.  ECHOstore’s customers patronized these high-quality products, a sign that the promised 

value proposition was delivered – leading to more sales and even donations that reinforced 

ECHOstore’s social arm, ECHOsi Foundation.   

On the other hand, the value architecture of Greenius (mainly strained by the need to source 

plant leathers and upcycle them to sellable eco-fashion products) disabled them to deliver their 

initial value proposition of “stylishness that saves” through faux-luxury leather bags.  Only when 

they recalibrated their value architecture to focus on more sellable upcycled products led to more 

commercial viability.  However, Greenius can learn from ECHOstore on how to better leverage 

an extensive value network to reinforce their social mission, which took a backseat as they 

abandoned incurring training and development costs of communities they source with. 

 

As such, below are the insights we can derive from the two cases: 

 

1. Focus on relatively non-capital intensive and non-luxury actual products that can be 

sold at a premium and can be accessible to a wider target market.  ECHOstore’s 

products require no significant costs compared to Greenius’ initial luxury bag line.  

ECHOstore was able to focus its financial resources on training entrepreneurs – building 

their capabilities so that the products ECHOstore sources and retails meet high quality 

standards.  As such, the premium selling prices cover the fair-trade purchase costs from 

suppliers while emanating quality and delivery of the ‘sustainable lifestyle’ value 

proposition.  When Greenius shifted to lower cost actual products such as leather journals 

and tablet covers, they were able to justify their premium pricing while making it accessible 

to a wider audience.  Although luxury products do tend to have higher margins, the specific 

case of Greenius shows that the production and high specifications require tremendous 

initial resources.  For startup social enterprises similar to Greenius, they may encounter 
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similar hardships in sustaining operations for luxury-related products—a significant 

consideration to account for.  In the absence of big amounts of capital juxtaposed with the 

presence of commercial and social activities competing for resources, the case of Greenius 

serves as a warning to avoid capital-intensive actual products.   

 

2. Contextualize the social business model as operating within a big ecosystem of 

support, leveraging on government (e.g. local government units), nonprofits 

(cooperatives, foundations), and even traditional businesses (corporate accounts).  

Unlike the traditional view of framing industry elements as competitive forces (e.g. the 

view of Porter’s Five Forces Model), it is important to contextualize the social enterprise 

as operating in an ecosystem of collaboration.  ECHOstore’s founders were virtuosos in 

this regard – the wealth of their experience, contacts, and networks allowed them to share 

the costs of development and pursuing their social mission while designing a commercial 

venture seamlessly anchored on the success of their advocacy.  Greenius showed attempts 

of doing so, such as also partnering with the Department of Trade and Industry and working 

with corporate accounts for bigger sales.  As such, when designing a social business model, 

it is very advantageous to include collaborative forces specifically in the value architecture 

and value network dimensions.  The success of ECHOstore and the turnaround done by 

Greenius showcases the importance of a more collaborative view versus the traditional 

competitive view.  It is with this insight on collaboration that public and society-related 

goods should perhaps be shouldered by the government, as espoused by traditional 

economics, instead of the social enterprise itself.  However, instead of adopting a 

traditional externalizing view, social enterprises can gain much more as it collaborates with 

government—aligning the social enterprise’s commercial needs with the training and 

development the government can provide.  ECHOstore’s case showed the synergy that 

these types of activities can pull off.   Both the government and the social enterprise was 

able to team up effectively, creating a win-win situation between ECHOstore, its 

beneficiaries, and the local government units. 

 

3. Having business management acumen and experience helps in managing the social 

enterprise’s business model components.  

The heart for service alone cannot compensate for the need to manage a social enterprise’s 

commercial and social objectives.  In the case of ECHOstore, the enterprise’s success 

emanates from the management expertise of its ECHOtrio.  They have shown savvy in 

establishing ECHOstore’s value infrastructure and value network empowered by their 

respective professional experiences and networks.  As such, for startup social enterprises, 

finding mentors with business management background can help accelerate the learning 

curve.  Although managing social enterprises feature the entrepreneurial hard knocks of 

trial-and-error, having seasoned veteran managers with the heart to pursue a social 

objective can spell the difference between having to spend more time failing instead of 

finding workable solutions at the soonest possible time. 

 

For future research, we recommend further case studies to derive richer insights on how to 

manage social business models.  In addition, a development of a comprehensive social business 

model framework is desirable to aid social enterprises in designing better products, organizations, 

and strategies that truly reconcile both commercial and social objectives. 
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Abstract 

 

Social enterprises have been considered as innovations for the achievement of development 

goals. Despite all the apparent differences in the definitions and frameworks, social entrepreneurs 

strive towards promoting a producing economic value alongside lasting social impact and positive 

environmental outcomes. These array of sustainable goals are often described as the triple bottom 

line of an organization. 

This paper will be a case study research of Crystal Seas, a social enterprise based in Davao 

City, Philippines. Crystal Seas produces handcrafted items such as bags and accessories that 

showcase Mindanao’s fine handloom weaving and beadwork. The enterprise works with 

indigenous communities, housewives, high-school graduates and out-of-school youth, equipping 

them with skills that allow them to earn a livelihood. 

Using the Four Lenses Strategic Framework (Dawans, Alter & Miller, 2009), the author 

will examine Crystal Sweets across four common themes that act as performance criteria for a 

social enterprise. Each theme has corresponding activities that support them. The first lens, Depth 

of Impact – Stakeholder Engagement, identifies that different stakeholders that Crystal Seas works 

with and the roles these stakeholders play in addressing social inequalities and achieving lasting 

impact. The second lens, Blended Value – Resource Mobilization, assesses the ability of Crystal 

Seas to assemble and utilize resources in a sustainable manner so that it makes economic outcome 

and social value creation interdependent with one another. The third lens, Efficiency – Knowledge 

Development, explores how Crystal Seas enhances capabilities in order to improve quality and 

achieve more efficiency in the way it does business. The fourth and final lens, Adaptability – 

Culture Management, discusses the values and business philosophy that grounds Crystal Seas as 

it develops inclusive and sustainable solutions in ever-changing environments.   

Data for this case study research will be gathered through multiple methodologies. 

Secondary data will be collected from existing literature on social enterprises as well as previous 

documentation on Crystal Seas. Primary data collection will be through key informant interviews 

and focus group discussions of the different stakeholders of the organization. 

It is expected that findings of this case study research will contain best practices and 

scenarios for effectively managing a social enterprise. It will also discuss the challenges being 

faced by a social enterprises in Mindanao. The final section will contain the conclusions and 

possible recommendations. 

 

Key Words 

 

Social enterprise; development management, entrepreneurship, triple bottom line, sustainability  
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Introduction 

 

 Social enterprises are businesses started by people, commonly referred to as social 

entrepreneurs, who want to bring about a reduction of economic, social and environmental 

inequalities to foster a more balanced society.  Social enterprises have been considered as 

innovations for the achievement of development goals such as alleviating poverty, providing 

financial solutions to the unbanked and raising the quality of life within a community. Despite all 

the apparent differences in the definitions and frameworks, social entrepreneurs strive towards 

promoting a producing economic value alongside lasting social impact and positive environmental 

outcomes. These array of sustainable goals are often described as the triple bottom line of an 

organization. 

This paper presents a case study research of Crystal Seas, a social enterprise based in Davao 

City, Philippines. Crystal Seas produces handcrafted items such as bags and accessories that 

showcase Mindanao’s fine handloom weaving and beadwork. The enterprise works to preserve 

indigenous culture and tradition, capacitating women with livelihood skills, and helping them 

improve their lives and that of their families. 

 

 

The Argument for Social Entrepreneurship 

 

The concept behind social entrepreneurship is not new. For the last several decades, people 

have been trying to solve social problem through innovative means. However, it was only in the 

last several years that social enterprises have been formally recognized as a special form of a 

business organization that contributes towards the achievement of the development goals of a 

country. 

Kickul and Lyons (2012) define social enterprises as social innovators that create and add 

value to society by working towards accomplishing a mission that is geared towards social good. 

Unlike traditional development approaches, social enterprises utilize the core business functions 

such as producing products and services that the market is willing to purchase. However, unlike 

traditional businesses, social enterprises do not relentlessly pursue profit at the expense of all the 

rest. Rather, social enterprises use the profit generated by the business to take advantage of new 

opportunities to do good. 

Social enterprises are considered to be agents of change. Their entire business philosophy 

revolves around a social mission and how to solve that social problem. This is in contrast to 

corporate social responsibility (CSR) or sustainability programs of an enterprise, whose aim is to 

pursue their business goals in a socially and environmentally responsible manner (Caldwell, Harris 

& Renko, 2012; Makhlouf, 2011) 

 It can be reasoned that social enterprises face greater challenges than traditional enterprises. 

Not only do these organizations have to deal with the typical business problems, they also have to 

ensure that lasting impact is experienced in the communities that they try to help. This is especially 

felt in a growing social enterprise where organizational performance is multidimensional (Hynes, 

2009). It can be challenging to maintain the balance between financial performance, ethical 

considerations, and creating social value on a larger scale (André & Pache, 2016). Despite these 

challenges, social entrepreneurship is still continuously evolving as it begins to mature (Welsh & 

Krueger, 2012). Innovations in business models should provide a more tailored vehicle for social 

enterprises in the future (Hayhoe & Valentine, 2013). 
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Social Entrepreneurship in the Philippines 

 

The Philippines is one of the fastest growing economies in the region. For a number of 

years now, the annual gross domestic product (GDP) growth of the county has averaged above 

5%, spurred on by a flourishing services sector (World Bank, 2016). Despite this economic boom, 

there is still a growing disparity in the quality of life as the growth largely fails to be more inclusive.  

Extreme poverty is still felt in the agricultural sector, especially as El Niño swept the country for 

almost a year. A quarter of Filipinos still live below the poverty line and unable to access or benefit 

from productive resources such as land and technology. Social inequities are still felt, especially 

with regards to labor market participation, political representation, and access to health services 

among marginalized sectors of society (UNDP, 2016). It is these inequities that social enterprises 

in the Philippines are trying to address. 

Social enterprises take many forms in the Philippines, including cooperatives, non-profit 

organization, and for-profit companies. Philippine social enterprises are primarily focused poverty 

alleviation and delivering education and healthcare services to both the urban poor and those 

leaving in far-flung areas.  Many of the social enterprises aim to create better opportunities for 

farmers and fishermen and indigenous peoples, who are often considered to be among the poorest 

of the poor among Filipinos (Macatangay, 2014). These organizations work towards improving 

prices for agricultural outputs and increasing market access and efficiency across the supply chain. 

Some non-governmental organizations (NGOs) are shifting to a social entrepreneurship model due 

to the recognition that the value created through social entrepreneurship is more sustainable than 

philanthropy (British Council Philippines, 2015).  

The Philippine government does recognize the importance of the 30,000 social enterprises 

in the country. The National Anti-Poverty Commission (NAPC) and the Department of Social 

Welfare and Development (DSWD) have both identified social entrepreneurship as a 

transformative anti-poverty strategy (Ong, 2015). The Philippines also has several established 

social entrepreneurship networks, which are organized to share knowledge and provide support 

systems. 

There are a number of key legislation fostering the growth of micro, small and medium 

enterprises (MSMEs) in the Philippines, with the latest ones being the Go Negosyo Act of 2014 

(R.A. 10644) and Youth Entrepreneurship Act of 2015 (R.A. 10679). While there is currently no 

national policy specific to social enterprises, a landmark piece of legislation is currently being read 

in both Congress and Senate. The Poverty Reduction through Social Enterprise (PRESENT) Bill 

aims to support the growth of social enterprises through access to funding, capacity building, value 

chain and marketing assistance, and the creation of a Social Enterprise Council with the 

Department of Trade and Industry (British Council, 2015; Ong, 2015; Rodriguez, 2014).  

In all these initiatives, there is still an urgency to do more in Mindanao, where decades of 

conflict and weak, Manila-centric policies have kept it from reaching its development potential 

(World Bank, 2016). It is hoped that with an incoming president coming from the South, Mindanao 

will be getting more attention, including aspects related to social entrepreneurship (Carillo, 2016). 

 

Methodology 

 

Data for this case study research was gathered through mixed methodologies. Secondary 

data was collected from existing literature on social enterprises as well as previous documentation 

on Crystal Seas. Primary data was gathered through key informant interviews, particularly with 
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Ms. Carmaela Braceros Alcantara, one of the co-founders of Crystal Seas. Ms. Alcantara also 

supplied the author with additional materials. The data was analyzed using the Four Lenses 

Strategic Framework developed by Virtue Ventures LLC, Skoll Foundation and Social-Impact. 

 

The Four Lenses Framework 

 

According to Dawans, Alter & Miller (2009), The Four Lenses Strategic Framework has 

been designed as a tool for analyzing organizational behavior and performance of established 

social enterprises. Using this framework, the author examines Crystal Seas across four common 

themes that act as performance criteria for a social enterprise. Each theme has corresponding 

activities that support them. The first lens, Depth of Impact – Stakeholder Engagement, identifies 

that different stakeholders that Crystal Seas works with and the roles these stakeholders play in 

addressing social inequalities and achieving lasting impact. The second lens, Blended Value – 

Resource Mobilization, assesses the ability of Crystal Seas to assemble and utilize resources in a 

sustainable manner so that it makes economic outcome and social value creation interdependent 

with one another. The third lens, Efficiency – Knowledge Development, explores how Crystal 

Seas enhances capabilities in order to improve quality and achieve more efficiency in the way it 

does business. The fourth and final lens, Adaptability – Culture Management, discusses the values 

and business philosophy that grounds Crystal Seas as it develops inclusive and sustainable 

solutions in ever-changing environments.     

 

The Case of Crystal Seas 

 

Established in 2006 by mother-daughter tandem Mae and Carmaela Braceros-Alcantara, 

Crystal Seas is an export manufacturer that creates artisan bags and accessories using the 

traditional techniques of Mindanao’s peoples. Made of natural materials, Crystal Seas’ products 

showcase the intricacies and craftsmanship of textiles such as Tinalak of the T’Boli tribe, Inaul, a 

type of silk produced by the Maguindanao, and the Yakan fabric of Zamboanga.  These bags are 

also embellished with bead embroidery gleaned from the Lumads of Southern Mindanao. Crystals 

Seas sells its products at specialty stores both locally and abroad. 

 

Depth of Impact – Stakeholder Engagement 

The twelve to fifteen million indigenous peoples represent an eight of the total Filipino 

population. The Lumad refers to the seventeen groups of indigenous people in Mindanao. 

Indigenous peoples in Mindanao often face a plethora of development challenges including 

marginalization and extreme poverty. Despite generation of living within their ancestral domains, 

many are forced to give up their lands and access to productive natural resources (ILO, 2012). A 

significant population of indigenous peoples live in far-flung areas, with access to limited public 

services such as education and healthcare. Those who are in urban areas are often found living on 

the streets, their children forced to work in order to help feed the family (Rabasso & Rabasso, 

2014). Their culture and traditions are slowly disappearing as well, with the younger generation 

preferring to embrace modern life..  

In an effort to protect the rights of indigenous peoples, the Philippine government has 

implemented policies on developing literacy and preserve the rich cultural heritage of these 

communities (Rabasso & Rabasso, 2014). In line with this thrust, Crystal Seas works with the 

different indigenous cultural communities in Davao City and Southern Mindanao – the Bagobo, 
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Mandaya, Maguindanao, Manobo, T’boli and Tausug tribes. The co-founders of Crystal Seas 

immersed themselves in traditional weaving techniques as they bid to do justice to the artistry and 

craftsmanship of these tribes. 

To give these communities some much needed income, Crystal Seas formed agreements 

with these indigenous communities to supply the social enterprise with hand-woven textiles. These 

textiles are only made from natural materials. Even the dyes used to color the cloth are taken from 

the barks and leaves of trees, making it an environment-friendly process. 

Crystal Seas does not purchase the cloth via a middleman, it directly sources from the 

community. Without a middleman, Crystal Seas is able to pay these weavers up to double the 

going rate for each meter of fabric that they produce. Most of these weavers are women and they 

become the breadwinners in the family because the men are involved in armed conflict. Instead of 

look at becoming domestic workers in foreign countries, these women are able to earn a decent 

income while staying at home. 

In Crystal Seas’ Davao City facility, most of the employees are housewives who have 

previously never worked, and out-of-school youth. They are trained in sewing, beadwork and 

assembly of Crystal Seas’ products. The livelihood skills and the wages that they earn allow these 

employees to be productive members of society. They are able to provide for their family, raising 

their quality of life. Crystal Seas also plans to partner with the Davao City Jail and outsource 

packaging so that inmates will have savings and learn skills that they can utilize to integrate back 

into the community. 

Crystal Seas has taken it a notch further by encouraging their employees to finish their 

education and at least graduate from high school. However, many of them are apprehensive about 

stepping foot in the classroom once again. To boost their confidence and ease them back into 

school, workers are given bridging classes in English, mathematics and science, which allows them 

to catch up in the toughest subjects. 

 

Blended Value – Resource Mobilization 

As with all MSMEs, Crystal Seas has limited financial resources. The company turned to 

other organizations for assistance as the company tries to expand. Assistance and support came in 

different forms from the Department of Trade and Industry, the Medium and Small Scale Industries 

Coordinated Action Program, and the Small Business Guarantee and Finance Corporation. 

In order to pool and maximize resources with other Mindanao-based entrepreneurs, Crystal 

Seas is actively involved with the initiatives of the Mindanao Trade Expo Foundation, Inc. 

(MTEFI), whose goal is foster the growth of MSMEs in Mindanao. The organization works 

towards building trade relationships so that Mindanao-based MSMEs would be able to reach and 

capture a more global market. Crystal Seas co-founder Mae Alcantara sits as the treasurer of 

MTEFI.  

MTEFI is planning an exhibition in New York that will feature fabrics that are hand-woven 

using traditional techniques learned from centuries-old practices of the indigenous peoples of 

Mindanao. A social enterprise such as Crystal Seas would find it difficult to penetrate the US 

market given its limited resources. However, with the heft of MTEFI, smaller businesses are able 

to mobilize their resources collectively and penetrate an international market with a well-

established fashion industry. 
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 Efficiency – Knowledge Development 

 Carmaela Alcantara graduated with a degree in Clothing Technology from the University 

of the Philippines Los Baños. She serves as Crystal Seas’ designer. Her strategy is to marry the 

proud tradition of generations of indigenous peoples with innovation that will take the 

craftsmanship to a higher quality. She firmly believes that aside from access to financial resources, 

another way to alleviate poverty is to expand knowledge and build capacity. 

 In the beginning, Crystals Seas found it difficult to execute their more intricate designs. 

Given the limited amount of resources the company has, there is constant pressure to constantly 

come up with new and exciting designs that stayed true to Mindanao’s heritage. To address this 

issues, Crystal Seas collaborates with experts in textiles and design and looks for research on 

upcoming fashion trends. These collaboration has led to improvements in designs, materials 

selection, and efficiencies in the manufacturing process. Crystal Seas then transfers this knowledge 

directly to the tribal weavers. The Alcantaras themselves learned how to weave. They would sit at 

the looms to demonstrate to the weavers what should be done. Weavers are closely monitored to 

ensure quality outputs. These have resulted in export-quality products that met the impeccable 

standards of the international market. 

 

Adaptability – Culture Management 

 Crystal Seas mainly produces high fashion items that are in demand for formal events. 

While it is a beautiful way of showcasing Mindanao’s hand-woven textile as high-quality products, 

a niche product is often less flexible and adaptable in changing business environments.  It was 

fortunate that the culture at Crystal Seas is geared towards more sustainable impact. With that in 

mind, the company searched for opportunities to increase its social outcomes. 

In 2014, Joycee Miranda, a freelance communications researcher, approached Carmaela 

Alcantara, when the two met at a boot camp for social entrepreneurs, about an idea to fund field 

trips for children who could not afford the educational experience. Together with two other 

budding social entrepreneurs, they launched The Field Trip Project in 2015. TFTP is a brand that 

sold travel-friendly bags, such as backpacks and cross-body bags, made from Mindanao textiles. 

The bags are designed and manufactured by Crystal Seas, its first foray into a more casual line of 

bags and accessories. It also allowed Crystal Seas to further expand its social advocacies and 

further embed the company’s philosophy into doing more good. 

Half of TFTP’s net profit goes directly the reason the brand was developed in the first place 

– to fund field trips for less privileged children. The other half is plowed towards growing the 

social enterprise. In its first year, The Field Trip Project was able to sponsor thirty-eight children 

through its partnership with different educational non-profit organizations. The field trips focused 

on teaching schoolchildren about the history and culture of the Philippines, and the importance of 

protecting the natural resources of the country. 

It is important for Crystal Seas to work with partners that understand and share in their 

vision of preserving the rich culture and traditions of Mindanao’s people. Not only does the 

organization want to promote local weaving and textiles to the global manner, it also desires to 

give women the skills to earn a better livelihood and employment opportunities. 
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Conclusion 

 

 The case of Crystal Seas illustrates how social entrepreneurship can assist in moving 

forward towards the achievement of sustainable goals. The business model of Crystal Seas shows 

that it is possible to perform across the triple bottom line – generate profits but at the same time 

provide social and environmental benefits. Using the Four Lenses Strategic Framework, the best 

practices of the company in terms of Depth of Impact – Stakeholder Engagement, Blended Value 

– Resource Mobilization, Efficiency – Knowledge Development, and Adaptability – Culture 

Management is narrated. 

 

 Crystal Seas is just one of many social enterprises doing good work in Mindanao. The 

author hopes to be able to document some of them in further case research projects. 
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Abstract 

 

The objective of this paper is to come up with a theoretical framework that would identify 

different factors that Social Entrepreneurs can use in their respective opportunity tracing processes, 

so that they can have a holistic view of looking at the opportunity in the context of introducing a 

change to an unjust equilibrium in a sustainable way.  It examines how opportunity is seen through 

five dimensions, namely (1) the goal of the Social Entrepreneur, (2) the role of the Social 

Entrepreneur, (3) business models that will sustain the social entrepreneurship processes, (4) types 

of social entrepreneurs and (5) sources of opportunity.  Further studies is needed to be able to add 

more dimensions on opportunity tracing process from the vast literature available about social 

entrepreneurship.        

 

Keywords 
Social Entrepreneurship, dimension, opportunity, opportunity tracing. 

 

 

Introduction 

 

This paper presents how Social Entrepreneurs’ identify opportunities that drive change in 

an unjust social equilibrium that causes the exclusion, marginalization, or suffering of a segment 

of humanity in a sustainable way.   

It examines how opportunity is seen through three dimensions, namely (1) the goal of the 

Social Entrepreneur, (2) the role of the Social Entrepreneur, (3) business models that will sustain 

the social entrepreneurship processes, (4) types of social entrepreneurs and (5) sources of 

opportunity.   

Social Entrepreneurship make significant and diverse contributions to their communities 

and societies.  In order to ensure that they provide creative solutions in a sustainable manner, the 

social entrepreneurship should have a theoretical framework of identifying opportunities that 

matches their own personal set of beliefs, competencies and resources.  This will allow them to 

focus their energies and identify opportunities that are within their scope and align with other 

stakeholders who can complement their limitations. 

In order to ensure sustainability, the Social Entrepreneur need to understand how to sustain 

entrepreneurial success.  The Social Entrepreneur needs an appropriate business model to allow 

the proper financing, organization and delivery of the social value proposition.  The Social 

Entrepreneur also needs to align his specific set of competencies and ethical thinking and display 

the ability to put in the right governance and control to regulate their behaviors and that of the 

organization they will form in order to meet their organization’s goals. 

The opportunity also needs to be tested for relevance in relation to the Social Value 

Proposition in order to creatively renew the value proposition. 
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The objective of this paper is to come up with a theoretical framework that would identify 

different factors that Social Entrepreneurs can use in their respective opportunity tracing processes, 

so that they can have a holistic view of looking at the opportunity in the context of introducing a 

change to an unjust equilibrium in a sustainable way.  This is an expansion from three to five 

dimensions of opportunity tracing framework.  The previous study was presented in the 2nd DLSU 

Research Conference on March 2014. (Morta, 2014)   

Review of Related Literature 

 

Rather than leaving societal needs to the government or business sectors, social 

entrepreneurs find what is not working and solve the problem by changing the solution, and 

persuading entire societies to take new leaps” (Ashoka, 2010).    

Social Entrepreneurs make significant and diverse contributions to their communities and 

societies, adopting business models to offer creative solutions to complex and persistent social 

problems. (Zahra et. al, 2009)  However, according to Light, “as a field of inquiry, the study of 

social entrepreneurship is barely past its infancy.”  (Cited by Swanson & Zhang, 2010)  

It is important to review the existing and historical work on opportunity tracing so that 

Social Entrepreneurs can look at key success factors that will allow them to bridge the opportunity 

gap in a sustainable way. 

 

Factor 1: The goal of the social entrepreneur 

There are various literature that necessitates the need for a goal and mission for Social 

Entrepreneurs. 

“As pointed out by Light, although researchers have not agreed upon a definition for social 

entrepreneurship, they have generally reached consensus on its goal.  Social entrepreneurship 

strives to change the social equilibrium (Douglas; Light)”. (Cited by Swanson & Zhang, 2010) 

A similar goal was proposed by Martin and Osberg, that social entrepreneurship can be 

distinguished by having three components: (1) an ability to identify “a stable but inherently unjust 

equilibrium that causes the exclusion, marginalization, or suffering of a segment of humanity”, (2) 

an ability to identify an opportunity in this unjust equilibrium and develop a social value 

proposition, and (3) willingness to take action in order to forge “a new, stable equilibrium that 

releases rapped potential or alleviates the suffering of the targeted group… and even the society at 

large.” (Makhlouf, 2011) 

As Andy Horsnell observed, a “social enterprise is not balancing the double bottom lines 

of profit and social impact as though they are equally important.  The real bottom line for a social 

enterprise, the goal by which its success should ultimately be evaluated, is its social (or 

environmental) impact; and being profitable (or at least financially sustainable) is the entirely 

necessary means to that end.  Of course, there can be no social mission without money, but the 

first goal is mission. (Cited by Makhlouf, 2011)  

Having the goal in mind will give the Social Entrepreneur a sense of purpose in terms of 

identifying the opportunity that they will commit themselves to, and for the rest of their 

organization to believe in. 

 

Factor 2: The role of the social entrepreneur 
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It is also important to understand the role that the Social Entrepreneur will play over the life of 

the Social Entrepreneurial process.  According to Dees (1998 & 2001), social entrepreneurs play 

the role of change agents in the social sector by: 

 Adopting a mission to create and sustain social value (not just private value); 

 Recognizing and relentlessly pursuing new opportunities to serve that mission; 

 Engaging in a process of continuous innovation, adaptation, and learning; 

 Acting boldly without being limited by resources currently in hand; and 

 Exhibiting heightened accountability to the constituencies served and for the outcomes 

created 

In this context, there is a need to continuously pursue new opportunities to serve the goal or 

mission of the Social Entrepreneur.  There is a need to continuously be on the look-out for new 

opportunities. 

 

Factor 3: Business Models that will sustain the social entrepreneurship process 

One criticism of the Dees (2001) criteria is that they do not include earned income.  

According to Boschee (2008), this oversight enables some organizations to claim to be socially 

entrepreneurial without the need to maintain sustainable or self-sufficient operations.  Boschee 

argued this is inconsistent with the view that social entrepreneurs are as passionate about their self-

sufficiency as they are about their social mission. (Cited by Swanson & Zhang, 2010) 

 

Boschee added that social entrepreneurs do not want to be perpetually dependent upon the 

generosity of others as they pursue their mission.  They view their venture’s sustainability through 

self-generated revenue as a key to protracting their socially conscious work.  Unless organizations 

with missions to fulfill social needs are also self-sustaining through their own earned income – or 

through a combination of earned income, philanthropy, and subsidies – they cannot be considered 

to be socially entrepreneurial. (Cited by Swanson & Zhang, 2010) 

The Social Entrepreneur needs to sustain its operation by lessening its dependency on 

external benefactors.  This will allow the Social Entrepreneur a greater sense of independence and 

will not be pressured unnecessarily by ulterior motives of external benefactors.  

According to Dees and Battle Anderson, that there is a “full range of business models 

available to social entrepreneurs, from purely philanthropic to purely commercial, with many 

variations in between” . (Cited by Swanson & Zhang, 2010) 

However, as Eikenberry observed, unlike philanthropic foundations that often follow the 

“transactional model” of fund-raising, social entrepreneurships have to follow the 

“transformational model” which commensurate with their nature as innovative enterprises. (Cited 

by Makhlouf, 2011) 

Aside from the financial aspect and economic sustainability of the business model, the 

operational model, strategies and organizational plan also needs to be considered to realize the 

opportunity. 

There is also a need to examine the sociological aspects behind the exploitation of social 

entrepreneurial opportunities…. (Robinson, 2006)  
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Factor 4: Main sources of Social Entrepreneurial opportunity 

Kai Hockerts identified three main sources of social entrepreneurial opportunity; activism, 

self-help, and philanthropy while describing the respective actors involved, the economic value 

propositions, and the social value propositions.  Hockerts’ framework suggests that different 

sources of opportunity might lead to different operational models and strategies and could provide 

fertile ground for further research.  (Cited by Mair, 2006)  

 

Factor 5:  The different types of Social Entrepreneurs and their respective methodologies 

Another valuable criteria would be to understand how the social entrepreneurial 

organization will be developed and how will it be able to consistently capture the opportunity. 

Social Entrepreneurship have to build dedicated teams that believe in the mission, are 

committed to the cause, and have the skills needed to: (1) build and maintain strong relations with 

all external stakeholders, (2) attract the resources required for the financial viability of the 

organization, and (3) assist in the development and implementation of strategic and operational 

plans.  The external stakeholders upon whom SE depend, and to whom they should give special 

attention, include: (1) “constituents intended to benefit from the initiative (e.g. poor and 

marginalized people); (2) resource providers, who offer financial, technical, or political resources; 

(3) allies who help carry out programs; and (4) actors who are targets of programs or campaigns” 

(Alvord, Brown, and Letts as cited by Zahra, 2009)  

Zahra, et. al. highlighted key ethical concerns encountered when uniting economic thinking 

with the desire to generate social wealth.  These challenges vary based upon Social Entrepreneurs’ 

motives, the resources needed to pursue their ambitions, as well as the governance and control 

mechanisms employed to regulate their behaviors.  Because the goals of social ventures are deeply 

rooted in the values of their founders, balancing the motives to create social wealth with the need 

for profits and economic efficiency can be tricky.  Applying new and untested organizational 

models also raises concerns about the accountability of the actors involved.  Furthermore, Social 

Entrepreneurs operate in domains with scant governance and oversight.  This enables some to cut 

ethical corners or place their personal agendas and economic objectives ahead of the fiduciary 

needs of their clients. (Zahra, 2009)  

Building on the work of Hayek, Kirzner and Schumpeter; Zahra, Gedajlovic, Neubaum and 

Shulman (2009) identified three types of SE’s:  (a) Social Bricoleur – usually focus on discovering 

and addressing small-scale local social needs, (b) Social Constructionalist – typically exploit 

opportunities and market failures by filling gaps to underserved clients in order to introduce 

reforms and innovations to the broader social system, and (c) Social Engineer – recognize systemic 

problems within existing social structures and address them by introducing revolutionary change.  

As a result, these entrepreneurs often destroy dated systems, and replace them with newer and 

suitable ones.  (Zahra, 2009)  

For the social bricoleur, Hayek proposes that entrepreneurial opportunities can only be 

discovered and acted upon at a very local level.  The implication is that distant actors generally 

lack the relevant facts and knowledge essential to identify, frame, and evaluate a potential 

opportunity.   This knowledge is usually tacit in nature, severely limiting outsiders’ recognition 

of opportunities.  This tacit feature leads some individuals to make informed and intuitive 

judgments based on data not easily codified or transferred between individuals or across 

organizations (Nelson and Winter, 1982; Conner and Prahalad, 1996).  These entrepreneurs 
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derive their power to act from being in the fight place at the right time, as well as possessing the 

skills to address needs not on the radar screens of larger and less proximate parties. 

Social Bricoleurs are uniquely positioned to discover local social needs where they can 

leverage their motivation, expertise and personal resources to create and enhance social wealth.  

In organizing their ventures, Social Bricoleurs typically require neither external nor specialized 

resources.  They often rely on whatever resources that are readily harnessed (Weick, 1993).  This 

characteristic differs markedly from other types of social entrepreneurs, who typically depend on 

numerous external suppliers to achieve their objectives.  Independence from others also enables 

Social Bricoleurs to operate feely from resource suppliers who sometimes attempt to constrain 

their efforts or impose their own agendas (pfeffer and Salancik, 1978).  Given their improvised 

strategies and absence of strong ties to resource suppliers, Social Bricoleurs can be effective at 

self-correction (Weick, 1993), responding quickly to changing circumstances.  However, reliance 

on readily available resources and improvisation rather than formal planning sometimes prevents 

Social Bricoleurs from addressing larger needs and scaling up their operations or expanding 

geographically.   

Social Constructionists build, launch and operate ventures which tackle those social 

needs that are inadequately addressed by existing institutions, businesses, NGO’s and 

government agencies.  In contrast to Social Bricoleurs who improvise solutions to small-scaled 

local social problems, Social Constructionists seek to remedy broader social problems by 

planning and developing formalized or systemized scalable solutions to meet growing needs or 

could be transferred to new and varied contexts (Grant, 1996) 

The scope of the social needs to be addressed usually requires developing fairly large and 

complex organizations with considerable financing and staffing needs.  Governments, NGOs and 

charitable foundations are the traditional sources of funding for these entrepreneurs (Teegen et 

al., 2004). 

Acquiring resources through collaborative ventures often helps Social Constructionists 

build, maintain and grown their organizations.  However, acquiring resources from such diverse 

sources may also constrain or even alter their missions.  Oversight and the reporting procedures 

of donor organizations can also result in outsiders having a significant voice in how their funding 

is used (Brown and Moore, 2001).  Still, Social Constructionists often have to develop and hone 

a capability to raise funds, possibly diverting their attention away from their primary mission.  

The need to staff the organization can also influence the fate of this mission as the professional 

employees and volunteers begin to exert control over its operations, strategies and activities 

(Glaeser, 2002).  

The Social Engineer often introduce dramatic changes in the social sphere, resembling 

what Shumpeter’s (1942) entrepreneurs perform in the world of business enterprise.  They act as 

prime movers of innovation and change, engendering “gales of creative destruction” to destroy 

dated systems, structures and processes to be replaced by newer and more suitable ones. 

The literature is fragmented and lacking a coherent theoretical framework.  Thus, 

requiring the need to undertake this study. 

 

Literature on Social Entrepreneurship 

Table 1 shows the available literature on social entrepreneurship, and it contains the various 

definitions of social entrepreneurship and the characteristics of social entrepreneurs.  The majority 

of the articles focus on descriptive research and case studies research.  What is common across all 

definitions of social entrepreneurship is the creation and sustaining social value (Dees, 1998; 
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Austin, Stevenson & Wei-Skillern, 2006; Peredo & McLean, 2006; Sommerrock, 2010, and Londo 

& Morfopoulos, 2010).  Addressing the social needs (Leadbeater, 1997; Boshchee, 2003; Seelos 

& Mair, 2005 and Weerawardena & Mort, 2006), social wealth (Venkataraman, 1997, Zahra, 

Gedajlovic, Neubaum & Shulman, 2009; and Dacin, Dacin & Matear, 2010), social mission (Dees, 

2001; Seelos & Mair, 2005; Zahra, Gedajlovic, Neubaum & Shulman, 2009; and Horsnell, 2010), 

sustainability (Weerawardena & Mort, 2006; Schwab Foundation, 2007; Neck, Brush & Allen; 

2009) and Makhlouf, 2011), and social value proposition (Martin & Osberg 2007) are major 

concerns that the social entrepreneurs focus on.  Others consider innovation (Dees, 1998; Sherman, 

2005; Peredo & McLean, 2006); Zahra, Gedajlovic, Neubaum & Shulman, 2009) as another factor 

that can contribute to social entrepreneurship.      

  

 

Table 1 

Evolution of the Social Entrepreneurship and Social Entrepreneurs (Contributor, Year) 

Contributor  Definition 

Leadbeater (1997) Social entrepreneurs combine approaches of business and social 

welfare.  They identify under-utilized resources – people, 

buildings, equipment—and find ways of putting them to use to 

satisfy unmet social needs.  (London & Morfopoulos, 2010)  

Venkataraman (1997) Entrepreneurship is particularly productive from a social welfare 

perspective when, in the process of pursuing selfish ends, 

entrepreneurs also enhance social wealth by creating new 

markets, new industries, new technology, new institutional forms, 

new jobs, and net increases in real productivity. (London & 

Morfopoulos, 2010) 

Thake & Zadek (1997) Social entrepreneurs are driven by a desire for social justice.  They 

seek direct link between their actions and an improvement in the 

quality of life for the people with whom they work and those that 

they seek to serve.  They aim to produce solutions which are 

sustainable financially, organizationally, socially and 

environmentally. (Zahra et. Al, 2009) 

Dees 

 

 

 

(1998) The following definition combines an emphasis on discipline and 

accountability with the notions of value creation taken from Say, 

innovation and change agents from Schumpeter, pursuit of 

opportunity from Drucker, and resourcefulness from Stevenson. 

Social entrepreneurs play the role of change agents in the social 

sector, by: (1) Adopting a mission to create and sustain social 

value (not just private value), (2) Recognizing and relentlessly 

pursuing new opportunities to serve that mission,  (3) Engaging 

in a process of continuous innovation, adaptation, and learning,  

(4) Acting boldly without being limited by resources currently in 

hand, and (5) Exhibiting a heightened sense of accountability to 

the constituencies served and for the outcomes created.   

Reis (1999) Social entrepreneurs create social value through innovation and 

leveraging financial resources… for social, economic and 

community yield and sustain social benefits. 



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

264 

 

Contributor  Definition 

Brinkerhoff (2001) Individuals constantly looking for new ways to serve their 

constituencies and add value to existing services. 

Dees  (2001) Social entrepreneurs are one species in the genus entrepreneur.  

They are entrepreneurs with a social mission.  (Dacin, Dacin, & 

Matear, 2010) 

Seelos & Mair (2005) Social Entrepreneurship is used to refer to the rapidly growing 

number of organizations that have created models for efficiently 

catering to basic human needs that existing markets and 

institutions have failed to satisfy.  Social entrepreneurship 

combines the resourcefulness of traditional entrepreneurship with 

a mission to change society. 

Sherman 

 

 

 

Sherman 

continuation 

 

(2005) Pattern-changing social entrepreneurs are more concerned with 

scaling their impact than with growing their enterprises….  Social 

entrepreneurship is not a linear process; rather it is one of 

discovery, evolution, growth, learning and reinforcement…. The 

most successful social entrepreneurs discovered innovative ways 

to improve the profitability and mission-focus of key activities 

and once they had refined their model, they focused their energies 

to exploit the opportunity and scale their impact.  A critical 

success factor for scale was moving from individual-level skills 

to the building of core organizational-level competencies.   

Peredo & McLean (2006) Social entrepreneurship is exercised were some person or group: 

(1) aim(s) at creating social value, either exclusively or at least in 

some prominent way; (2) show(s) a capacity to recognize and take 

advantage of opportunities to create that value (“envision”); 

(3) employ(s) innovation, ranging from outright invention to 

adapting someone else’s novelty, in creating and/or distributing 

social value; (4) is/are willing to accept an above-average degree 

of risk in creating and disseminating social value; and  (5) is/are 

unusually resourceful in being relatively undaunted by scarce 

assets in pursuing their social venture. 

Mair and Marti  

 

 

 

(2006) Social entrepreneurship as a process of creating value by 

combining resources in new ways.  Second, these resource 

combinations are intended primarily to explore and exploit 

opportunities to create social value by stimulating social change 

or meeting social needs.  And third, when viewed as a process, SE 

involves the offering of services and products but can also refer 

to the creation of new organizations.  Importantly, SE, as viewed 

in this article, can occur equally well in new organization or in an 

established organization, where it may be labeled ‘social 

intrapreneurship’.  Like intrapreneurship in the business sector, 

social intrapreneurship can refer to either new venture creation or 

entrepreneurial process innovation.” 
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Contributor  Definition 

Weerawardena & 

Mort 

(2006) Social entrepreneurship results in an organization achieving a 

sustainable competitive advantage, allowing it to achieve its 

social mission.  

Light (2008) … a target (the status quo), and actor (an individual or a pair with 

inspiration, courage, and so forth), and an outcome (a new stable 

equilibrium that secures permanent benefits).  It also involves an 

idea for changing the status quo and opportunity for taking action 

and an organization.)  (London & Morfopoulos, 2010) 

Neck, Brush & 

Allen 

(2009) Similar to Mair et al (2006), the environment is one of the many 

social problems facing the work today; therefore, issues related to 

the environment and sustainability are considered part of the 

larger domain of social entrepreneurship. 

Horsnell (2010) “social enterprise is not balancing the double bottom lines of 

profit and social impact as though they are equally important.  The 

real bottom line for a social enterprise, the goal by which its 

success should ultimately be evaluated, is its social (or 

environmental) impact; and being profitable (or at least 

financially sustainable) is the entirely necessary means to that 

end.  Of course, there can be no social mission without money, 

but the first goal is mission” (p.2) (Makhlouf, 2011) 

Sommerrock (2010) SE organizations either create social value with their target group, 

for their target group or in a hybrid model combining these two 

strategies. 

Dacin, Dacin & 

Matear 

(2010) A social entrepreneur is an actor who applies business principles 

to solving social problems that involves wealth distribution 

among shareholders and/or stakeholders.   

Ashoka (2010) Social Entrepreneurs are individuals with innovative solutions to 

social problems.  They are ambitious and persistent, taking major 

social issues and offering new ideas for wide-scale change.  

Rather than leaving societal needs to the government or business 

sectors, social entrepreneurs find what is not working and solve 

the problem by changing the solution, and persuading entire 

societies to take new leaps”. 

 

Innovation is the specific tool of entrepreneurs, the means by which they exploit change as 

an opportunity for a different business or a different service.    Entrepreneurs always searches for 

change, responds to it, and exploits it as an opportunity.   

Adapted from Shane, people discover opportunities that others do not identify for two 

reasons: first they have better access to information about the existence of the opportunity.  Second, 

they are better able than others to recognize opportunities, given the same amount of information 

about it, because they have superior cognitive capabilities.  There are three mechanisms for gaining 

access to information, namely, life experiences, social networks, search processes.  And there are 

two factors that influence the ability to recognize opportunities in information: absorptive capacity 

and cognitive process.  Prior knowledge provides absorptive capacity that facilitates the acquisition 

of additional information about markets, technologies, production process, which enhances the 
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ability to formulate new means-ends frameworks in response to new information (Cohen and 

Levinthal, 1990).  

 

Table 2 

Social Entrepreneurship Definitions Literature Map 

 
 

Social Entrepreneurship Models 

The social enterprise spectrum “shows the range of commercialization in terms of non-

profit’s relationships with its key stakeholders’ (Dees, 1998, p.60). This construct describes the 

full range of business models available to purely philanthropic to purely commercial, with many 

variations in between.  

 
Figure 1. Bounded multidimensional model of SE (Weerawardena & Mort, 2006) Investigating 

social entrepreneurship: A multidimensional model. Journal of World Business, 41, 21-

35. 

Social Entrepreneurship strives to achieve social value creation and this requires the 

display of innovativeness, proactiveness and risk management behaviour.  This can be 

conceptualized in terms of a constrained optimization model (Figure 1).  This relationship can be 

stated in the following way: 

SVC = f (I, P, RM) subject to S, SM, E; where:  SVC: social value creation; I: innovativeness; P: 

proactiveness; RM: risk management; S: sustainability; SM: social mission; E: environment. This 

multidimensional model helps the entrepreneur identify the outcome of social entrepreneurship, 

social value-creation. Majority of social entrepreneurship organizations are innovative in their 

social value creating and are proactive in order to continue existing in the market.  They also 

manage the risk by generating funds from operations and not limited to access to bank borrowings, 

or other possible sources of funds. The constraints, namely, sustainability, environment and social 
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mission and create the organization’s vision and value proposition.  The environmental dynamics 

includes the impact of changing social and business contexts, competitiveness, and complexity 

including government policies will affect the social organization.  The sustainability of the 

organization, particularly in the fund-raising and service delivery are critically important for their 

growth within a competitive environment.  Its social mission is a priority differentiator than the 

profitability of the organization.  Once the social entrepreneur identified the social opportunity, 

the social-value creation captures the essence of a social entrepreneur’s ability to identify the social 

opportunity based on this model.  This model identified the core behavioural dimensions of 

innovativeness, pro-activeness and risk management, identified the optimization constrains within 

which social entrepreneurs operate and the social value as the outcome of social entrepreneurship. 

(Weerawardena & Mort, 2006)   

 

 
Figure 2. PCDO framework (Sahlman, 1996) 

 

Austin, Stevenson, and Wei-Skillern, (2006) presented a comparative analysis between 

social and commercial entrepreneurship was made using the existing analytical model from 

commercial entrepreneurship.  They presented a framework on how to approach the social 

entrepreneurial process by applying the PCDO (People, Context, Deal, Opportunity) framework 

(Sahlman, 1996) from commercial entrepreneurship.  The People consist of the human attributes 

such as skills, attitudes, knowledge, contracts, goals and values.  The Deals are mutually beneficial 

contractual relationship between the entrepreneurial venture and all resource provides.  Financial 

resources are primarily important to have a return on investment, either financial or social.  “Deals 

involve the exchange of value. (Austin, Stevenson, & Wei-Skillern, 2006).  The Context is the 

socio-political environment, regulatory structure, macroeconomy, tax, social movements and risks.         

The entrepreneur works within the environmental constraints.   This includes the tax, 

regulatory, political, macroeconomy, sociocultural, and demographics.  “Leaders must know the 

specific types of laws and regulations affecting their ability to function.  Laws regulating the tax-

exempt status or operations of nonprofits, tax policies that influence the amount of giving to the 

sector, and special social policies affect the needs or resources for certain types of social issued 

such as education, environment, health and housing.”  (Austin, Stevenson, & Wei-Skillern, 2006) 

“The impact of dynamic environmental constraint is the potentially large effect of environmental 

changes and challenges, such as changing social needs, government policy or competition from 

for-profit providers, is likely to have on the maximization of social value.  Social Entrepreneurship 

is likely to be strongly influence by environmental dynamics, policy decisions and management 

initiatives should be directed towards understanding and managing environmental dynamics.  

(Weerawardena & Mort, 2006)  Shane defined “demographic characteristics such as age or 

education or the psychological make-up, such as motivations, personalities, core self-evaluation 

or cognitive processing.” (Shane, 2003)     
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The Opportunity is an activity requiring the investment of scarce resources hopes of a 

future return.  (Sahlman, 1996).  Opportunity is defined as the desired future state that is different 

from the present and the belief that the achievement of that state is possible. (Austin, Stevenson, 

& Wei-Skillern, 2006)  For Social Sector, the primary focus is to have social returns while in the 

commercial sector, the future economic returns is the priority.  Growth can be an indicated to have 

the greatest social impact, but this is on a case to case basis since there is a limitation in terms of 

the available resources.  As the organization plans to expand, there will be additional resources 

required.  

 
Figure 3. SE Framework (Austin, Stevenson, & Wei-Skillern, 2006)  Social and Commercial 

Entrepreneurship: Same, Different, or Both? Entrepreneurship Theory and Practice, 1-22. 

Retrieved September 2013  

 

The Social Entrepreneurship framework on Figure 3 has the Opportunity circle on top, 

because that is the initiating point for entrepreneurship.  The two enabling variables: people and 

capital resources are at the bottom of circles.  The union of the three variables is the Social Value 

Proposition (SVP) it is the integrating variable.  Surrounding the Venn diagram are the six dynamic 

contextual forces shaping the other variables that needs to be addressed by the entrepreneur. 

(Austin, Stevenson, & Wei-Skillern, 2006)   It is the task of the social entrepreneur to determine 

the appropriate scope of the opportunity that can be pursued effectively.  This is dependent on the 

availability of resources in the organization.  The social entrepreneurial venture can be 

conceptualized as a vehicle for creating social value, either directly or through facilitating the 

creation of social value with and by others.  (Austin, Stevenson, & Wei-Skillern, 2006) 

There are similarities between the Multidimensional Model of Social Entrepreneurship by 

Weerawardena & Mort and the Social Entrepreneurship Framework of Austin, Stevenson & Wei-

Skillern (2006).  For instance, the environment variable in the multidimensional model is the outer 

ring of the Venn Diagram that includes: tax, regulatory, sociocultural, demographics, political and 

macroeconomy.  The SVP is the internal scope of the organization with the combination of the 

limited human and financial resources.  SVP is an achievable goal of the organization that was 

taken from the societal demand for social-value creation.  With Weerawardena & Mort Multi-

dimensional Social entrepreneurship model, the opportunity is inclusive in the social value creation 

and for Austin, Stevenson, & Wei-Skillern Social Entrepreneurship Model, opportunity is the 

initiating point of entrepreneurship. Both of the articles have not fully discussed the opportunity  

tracing process. 
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Figure 4:  Entrepreneurial Process (Sherman, 2005), Social entrepreneurship: patter-changing 

entrepreneurs and the scaling of social impact. Weatherhead School of Management. 

 

Dee’s presentation of the Social Enterprise Spectrum on Figure 5 provides a view at the 

level of organization and enables the SE lab to emphasize that there is a broad continuum of 

available options for organizational design rather than starkly differentiated categories. (Dees as 

cited by Bloom, 2006)  
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Mission & market-driven 

Social & economic value 
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Capital Donations & grants Below-market capital, or mix 

of donations and market-rate 

capital 

Market-rate capital 

Workforces Volunteers Below-market wages, or mix 

of volunteers and fully paid 
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Market-rate 

compensation 

Suppliers Make in-kind 

donations 

Special discounts, or mix of 

in-kind and full-price 

donations 

Market-rate prices 

 

Figure 5:  The Social Enterprise Spectrum (Dees, 1998b), Enterprising Non-profits. Harvard 

Business Review, 55-66. 

 

“In the spectrum, value creation and innovation through local business development are 

essential means to alleviate poverty and preserve the natural environment.”  (Peredo & 

Chrisman, 2006, p.309)  They proposed a theory of community-based enterprise (CBE) that it 

provides a potential for sustainable local development in poor populations by integrating the 
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community culture, natural and social capital from economic considerations.  (Peredo & 

Chrisman, 2006) 

The ‘Opportunity Creation Process’ developed in ‘The Process of Social 

Entrepreneurship: Creating Opportunities Worthy of Serious Pursuit’ provides an introduction 

and overview of the social-entrepreneurial process and its component parts (Guclu, Dees, & 

Battle Anderson 2002) (see Figure 6).  The two main parts of the process involves: (a) generating 

a promising idea and (b) attempting to develop that idea into an attractive opportunity.  The 

process depicted aims at the level of the individual student/social entrepreneur rather than the 

organization or economy and helps to clarify the process and commitment required to achieve an 

impact.  (Bloom, 2006) 

 

Figure 6, however did not elaborate on the role of the social entrepreneur as a change agent, 

and its importance on the opportunity creation process.   

 
Figure 6:  The opportunity creation process (Guclu, Dees & Battle Anderson as cited by 

Bloom, 2006). The Social Entrepreneurship Collaboratory (SE Lab): A University 

Incubator for a Rising Generation of Social Entrepreneurs. In A. Nicholls, & A. Nicholls 

(Ed.), Social Entrepreneurship New Models of Sustainable Social Change (pp. 270-305). 

Oxford University Press. Retrieved November 2013 

 

 Figure 7 shown below is the initial Social Entrepreneurship: Dimensions of Opportunity 

Tracing Framework (Morta, 2014) presented in the 2014 DLSU Conference in Manila.   

 
Figure 7.  Social Entrepreneurship: Dimensions of Opportunity Tracing Framework, (Morta, 

2014) 
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Proposed Theoretical Framework 

 

The proposed theoretical framework is presented in Figure 8.  This is an improvement of 

Figure 7.  This is an integrated approach in identifying the social entrepreneurs’ opportunity using 

the various models presented by scholars in the review of related literature.  Although there are 

much mention of opportunity recognition in the literature, there are scarcely few opportunity 

tracing frameworks available.  There are five factors that helps identify the opportunity, namely:  

(1) role of the social entrepreneur as a change agent (Dees, 1998), (2) the goal of the social 

entrepreneur (Martin & Osberg, 2007 and Weerawardena & Mort, 2006), (3) business models 

(Mair & Marti, 2006 and Weerawardena & Mort, 2006), (4) sources of opportunity (Mair, 

Robinson, & Hockerts, 2006), and (5) types of social entrepreneurs (Zahra, et. al., 2009).   

 

 
Figure 8.  Proposed Five Dimensions of Opportunity Tracing Theoretical Framework 

 

The goal of the social entrepreneur as defined by Martin & Osberg, 2007, are as follows:  

identify a stable but inherently unjust equilibrium, develop a social value proposition and 

willingness to act and forge a new, stable equilibrium.  In the second goal, various authors supports 

the importance of social value proposition in opportunity tracing.  (Mort et al. 2002, Weerawardena 

& Mort, 2006, Mair & Marti, 2006, Peredo & Mclean, 2006, Zahra et al., 2009).   

All of the articles cited Dee’s definition, one way or another in most of the articles available 

in Social entrepreneurship.  The role of the social entrepreneurs as a change agent.  The adoption 

of a mission is a primarily important in the opportunity tracing process.  This is supported by 

Peredo & Mclean, 2006, Seelos & Mair, 2005, Sherman, 2005, and Horsnell, 2010.  In order to 

recognize and pursue new opportunities to serve the mission, it is important to know new ways of 

combining resources in order to create social value by social change stimulation.  As described by 

Sherman, the opportunity in his entrepreneurial process framework, there are three stages by which 

a social entrepreneur identifies opportunity, namely: for start-up, development and scale stage.  

They have adapted Shane’s framework for two type of opportunities, Kirznerian and 

Schumpeterian.  Identification of the social problem will be easily determined when the 
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entrepreneur have a better access to information and knowledgeable on the long-term 

developments in the environment.        

Continuous innovation is a major role of a social entrepreneur that is highly supported by 

literature.  (Dees, 1998, Reis, 1999, Brikkerhoff, 2001, Mort et al, 2002, Anderson, 2004, Wei-

Skillern, 2004, Weerawardena & Mort, 2006, NYU Stern, 2005, Sherman, 2005, Tan et.al, 2005, 

Swab Foundation, 2005,  Peredo & McLean, 2006; Zahra et al, 2009, Ashoka, 2010).  Employing 

innovation, ranging from outright invention to adapting various processes that would address the 

social needs would help create social value for targeted organizations or people.  

In any organization, there are always limited resources and the challenge for social 

entrepreneurs is to find creative ways in order to maximize the sourcing and uses of resources, 

including volunteered services that is much needed.  Community involvement is a challenge for 

the social entrepreneurs because without their support, it would be very difficult to move forward.  

With a heighted accountability, the total wealth standard presented by Zahra, would be helpful for 

donors to monitor and account for the results of the social entrepreneur.  Transparency between 

key stakeholders is important so that the organization will be able to achieve their social objectives. 

There are various business models that can be applied in order to create social wealth.  By 

properly organizing and managing an organization, this will help in the sustainability of the 

identified opportunity or social concern that the organization wishes to address.    

 

Conclusion and Future Research 

 

The study is limited to the available literature upon the writing of this paper.  Indeed, there 

are a lot of dimensions in opportunity tracing in the study of Social entrepreneurship.  Future 

research is needed to be able to integrate other possible dimensions of opportunity tracing and its 

integration to processes.  A review of business models, particularly the governance framework 

would address the ethical concerns of social entrepreneurship.  Furthermore, regarding the 

effectiveness of the proposed theoretical framework is necessary, leaving a need for empirical 

examination.  I hope that this model can become a useful framework for other scholars to initiate 

further studies. 
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Session I - Finance (1) 
 

 
FINANCIAL INSTRUMENT AWARENESS AND OWNERSHIP AMONG SELECTED 

GENERATION X INDIVIDUALS IN METRO MANILA 

 
Dennis L. Berino 

De La Salle University 

dennis.berino@dlsu.edu.ph 

 

 
Abstract 

 

Financial planning is the process by which an individual identifies specific needs in the 

future and goes about coming up with a savings and investment plan to meet those needs.  Although 

financial literacy and awareness has increased among the population during the past decades, the 

savings rate and financial planning effort of a lot of Filipinos still need to be elevated to help  

prepare the citizens meet financial needs in the future like having an emergency fund for life’s 

unexpected occurrences which needs funding (health issues, accidents, among others), insurance 

for identified risks, funds for education or retirement, funds for acquiring a house or putting up a 

business, among others.  This research is an effort to elicit the level of awareness and ownership 

of financial instrument among Generation X individuals in Metro Manila. The results can be used 

to gain insights on their level of awareness, ownership and preparation to meet financial needs in 

the future.  The results can be used to identify certain courses of action to strengthen their financial 

preparation as well as for financial intermediaries to identify opportunities to address identified 

needs.  The study is a continuation on the paper delivered in the 2015 NMBC which covered the 

Generation Y. 

 

 

Personal finance 

 

Personal finance can be broadly defined as “all the financial decisions and activities of an 

individual which may include budgeting, insurance, savings, investing, debt servicing, mortgages 

and more” (http://www.investopedia.com/terms/p/personalfinance.asp).  As individuals earn 

sources of income, they acquire spending capacities and at the same time are challenged to develop 

a certain level of discipline to spend for specific needs for daily living as well as leisure and 

pleasure.  Yet, they are also challenged to set aside an amount for certain financial needs in the 

future, like acquisition of big ticket items like a house and car; a future business opportunity; funds 

for education of children; hospitalization expenses, among others. 

 

Financial planning 

 

To enable an individual to achieve that discipline, he or she has to acquire financial 

planning skills.  Financial planning can be broadly defined as an ongoing process to help one make 

mailto:dennis.berino@dlsu.edu.ph
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sensible decisions about money that can help one achieve ones goals in life (http://www. 

financialplanning.org.uk/wayfinder/what-financial-planning). 

 

The Institute of Financial Planning (http://www.financialplanning.org.uk/wayfinder/what-

financial-planning) offers the following basic steps in creating a sound financial plan: 

1. Establish your goals in life – short, medium and long term. 

2. Work out what assets and liabilities you have – write them down. 

3. Evaluate your current financial position –  how close are you to achieving your goals? 

4. Develop your plan – create a “route map” for achieving your different goals. 

5. Implement your plan – make the changes and make it happen. 

6. Monitor and review your plan at least yearly and make adjustments when needed. 

It sounds easy enough but many Filipinos, according to Tiongson (2011) “spend more than 

we should, borrow unnecessarily, save inadequately, hardly prepare for the long term...while there 

has been an improvement in our financial education, we still need to enhance the citizen’s ability 

to do financial planning”.  

 

Financial instruments 

 

Financial instruments as defined in this paper are the financial products that consumers can 

avail of for savings, investment and financial protection.  This paper focused on the traditional 

savings instruments of savings, current and time deposit accounts; protection instruments of life 

and non-life insurance; pre-need plans for health, education, retirement and memorial services; 

and investment instruments of treasury bills & notes, corporate bonds, UITF, mutual funds and 

common stocks.  In Annex I are definitions, advantages and disadvantages of the specified 

financial instruments. 

 

Financial instruments ownership 

 

Bank account holders 
It is reported in an edition of the World Bank Global Findex (http://www.bsp.gov.ph/ 

publications/media.asp?id=3715) that 31.3% of Filipino adults own a formal bank account, up by 

4.7 percentage points from the baseline figure of 26.6% reported in 2011. Data from the BSP 

(http://www.bsp.gov.ph/publications/speeches.asp?id=477) indicate that there are about 47 

million deposit accounts held by 38.4 million account holders in June 2014, about 38% of the 

country’s population.  From the immediately specified web source, it is stated that this is a 

considerable increase from the 40.1 million accounts in the name of 31.1 million depositors that 

was recorded as late as March 2012. 

 

The BSP also states that there is a rise in retail savers – the very segment who they believe 

can migrate into investors as they prepare for their future through trust and pension products 

(http://www.bsp.gov.ph/publications/speeches.asp?id=477).  Account ownership is generally 

higher for men, those with higher income, those with at least secondary education 

(http://www.bsp.gov.ph/publications/media.asp?id=3715) and those from the urban areas 

(http://www.bsp.gov.ph/downloads/publications/2015/NBSFIFullReport.pdf). 

http://www/
http://www.bsp.gov.ph/%20publications/media.asp?id=3715
http://www.bsp.gov.ph/%20publications/media.asp?id=3715
http://www.bsp.gov.ph/publications/speeches.asp?id=477
http://www.bsp.gov.ph/publications/speeches.asp?id=477
http://www.bsp.gov.ph/publications/media.asp?id=3715
http://www.bsp.gov.ph/downloads/publications/2015/NBSFIFullReport.pdf
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Insured Filipinos   

The Insurance Commission specifies that there were 18.5 million Filipinos with life 

insurance coverage as of 2013 

(http://www.insurance.gov.ph/_@dmin/upload/statistics/Key_Data_2013.pdf). From the same 

web source, given that the non-life insurance density is only about 17% of life insurance, it is 

estimated that around 3-4 million Filipinos are covered with some form of non-life insurance. 

 

Pre-need plan market   
The pre-need plan market has generally taken a big hit during the 2000-2009 period due to 

the closure of several big pre-need forms which eroded the public’s trust in the product.  A source 

(https://www.senate.gov.ph/publications/PB%202009-02%20%20%20What%20the%20pre-

need%20industry%20needs.pdf) reveals the pre-need industry sold 4 millions new plans during 

the 2000-2009 period, with the high posted in 2001 at almost 700k but steadily declining up to 

2009 for a low of just a little over 200k in 2009.  Given the foregoing, it is the author’s estimate 

that the number of pre-need plan holders may not even reach 4 million as of today.  

 

Investment products 

It is estimated from a BSP source (http://www.bsp.gov.ph/downloads/Publications/2013/ 

StatRep_2Sem2013e.pdf) that there are around 1.5 million trust account holders (time deposit, 

UITF, etc), 1.5% of the population.  A finance expert (So, 2015) opines that there only around 500 

thousand Filipinos with mutual funds, 0.05% of the population, while another (Merida, 2015) 

projects that around 700 hundred thousand Filipinos are invested in the stock market, 0.07% of the 

population. 

 

Generation Y 

 

Generation Y definition 

The 2015 research on the same title (Berino, 2015) is an inquiry on the financial awareness 

and ownership among Generation Y individuals in Metro Manila. Generation Y individuals are 

broadly defined as people born during the 1980s and early 1990s… who are more technologically 

savvy due to growing up within the Information Age and are prone to use media in everyday life 

(Business Dictionary, n.d., “Definition of Generation Y”).  These are individuals whose age group 

is between 20 and 35. 

 

Interest in Generation Y 

The author’s specific interest in Generation Y is due to the fact that they are generally 

starting out in their careers, acquiring income abilities and starting to strike out on their own in 

charting their life for the future.  The author works directly with this generation specially those 

who are enrolled in the MBA program in DLSU where he has been teaching for the past 14 years.  

In addition, the author also works as an agency executive in a leading life insurer in the Philippines 

whose primary objective is to help address the insurance and financial planning needs of Filipinos. 

 

Generation Y sample 

The sample study, done thru purposive sampling, comes from students of the author as well 

as individuals from a BPO center.  The results are meant to contribute to the body of knowledge 

http://www.insurance.gov.ph/_@dmin/upload/statistics/
https://www.senate.gov.ph/publications/PB%202009-02%20%20%20What%20the%20pre-need%20industry%20needs.pdf
https://www.senate.gov.ph/publications/PB%202009-02%20%20%20What%20the%20pre-need%20industry%20needs.pdf
http://www.bsp.gov.ph/downloads/Publications/
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regarding Generation Y in relation to their financial instrument awareness and ownership and their 

specific rating and evaluation regarding identified financial instruments. 

The sample size for the study was 90 individuals.  The author devised a survey 

questionnaire which can be seen in Annex II.  The study showcased trends and distribution among 

the characteristics and attributes identified in the questionnaire.  

 

Generation X 

Generation X definition 

The 2016 edition of this paper focuses on the Generation X to compare and contrast the 

financial instrument awareness and ownership between the Generation X and Y.  Generation X is 

the label for people born in the 1960s and 1970s (Business Dictionary, n.d., “Definition of 

Generation X). A source (http://socialmarketing.org/archives/generations-xy-z-and-the-others/) 

specifies that this generation is well-educated with specific concern on financial planning as well 

as raising a family properly. 

 

Interest in Generation X  

The author is a member of the Generation X and as stated is interested to provide points of 

comparison between the two generations stated earlier. 

 

Generation X sample 

As with the 2015 study, study was done through purposive sampling among the author’s 

peer group from his college and graduate studies classmates, officemates and other contacts.  The 

same survey form in Annex II was used. There was however a limited response of only 20 from  

the targeted sample size of 50.  This limits the results’ representativeness. Nevertheless, the 

results can help contribute to the literature on the subject as well as provide certain insights from 

this population segment. 

 

Demographic highlights 

 

Age, Gender and Status distribution  

In the Generation Y study, most fall within the 20-25 age group, are female and single. 

Generation Y 

 
 

Expectedly, the Generation X results show an older age group with more males and more 

married individuals. 

 

 

  

Age group Frequency % to total Gender Frequency % to total Status Frequency % to total

   20-25 40 44%    Male 37 43%   Single 58 74%

   26-30 34 38%    Female 49 57%   Married 20 26%

   31-35 16 18% Totals 86 100% Totals 78 100%

Totals 90 100%

http://socialmarketing.org/archives/generations-xy-z-and-the-others/
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Generation X 

 
 

Education and Occupation   

For the Generation Y study, majority are college graduates in business and work in 

professional/ technical positions with some in supervisory/managerial levels. 

 

Generation Y 

 

 
 

The Generation X study also showed majority with college degrees with most working as 

professional/technical workers.  There was a higher percentage from this sample in the 

supervisory/managerial level.  There were two who were already retired, an occurrence not 

expected among Generation Y. 

 

Generation X 

 
  

Age group Frequency % to total Gender Frequency % to total Status Frequency % to total

37-42 7 39%    Male 12 60%   Single 5 26%

43-49 4 22%    Female 8 40%   Married 14 74%

50-56 7 39% Totals 20 23% Totals 19 100%

Totals 18 100%

Education Frequency % to total Occupation Frequency % to total

  Business/economics 48 55%   Professional/technical 44 51%

  Engineering/IT 18 21%   Clerical 16 18%

  Nursing & AMP 10 11%   Supervisor/manager 13 15%

  Education/Law/Soc sciences 6 7%   Sales 12 14%

  Tech/Vocational 5 6%   Self-employed 2 2%

Totals 87 100% Totals 87 100%

Education Frequency % to total Occupation Frequency % to total

  Business/economics 11 58%   Professional/technical 11 55%

  Engineering/IT 2 11%   Clerical 2 10%

  Nursing & AMP 2 11%   Supervisor/manager 4 20%

  Education/Law/Soc sciences 4 21%   Self-employed 1 5%

Totals 19 100%   Retired 2 10%

Totals 20 100%
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Industry  

Majority of those surveyed work in the service industry followed by those in finance while 

most have worked 5 years of less. 

 

Generation Y 

 
 

The Generation X sample also showed more percentage in the service and finance field.  

Similar to age, the sample exhibited longer years of work with more than 20 years accounting for 

half of the sample. 

 

Generation Y 

 
 

Monthly income   

The Generation Y sample showed a majority earning between P11,000 to P20,000 while a 

significant share comes from the P21K-P30K and P31K-50K income range each. 

 

Generation Y 

 
 

As expected, the Generation X sample exhibited higher levels of income with more than 

50% earning more than P50,000 a month or more. 

  

Industry Frequency % to total Years of Work Frequency % to total

   Service 35 44%   <= 5 years 55 69%

   Finance 18 23%   6-10 years 20 25%

   Manufacturing 9 11%   >= 11 years 5 6%

   Government 7 9% Totals 80 100%

   NGO 5 6%

   Others 5 6%

Totals 79 100%

Industry Frequency % to total Years of Work Frequency % to total

   Service 7 39%   15-20 years 8 47%

   Finance 4 22%   21-29 years 5 29%

   Government 3 17%   >= 30 years 4 24%

   Education 2 11% Totals 17 100%

   Transport 2 11%

Totals 18 100%

Monthly income Frequency % to total

  <= P10K 8 10%

  P11K - <= P20K 28 35%

  P21K - <= P30K 19 24%

  P31K - <=P50K 19 24%

  >=  P50K 5 6%

Totals 79 100%
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Generation X 

 
 

There were marked difference noticed between the two generations in the following areas:  

age, status (more Generation X married), occupation (more Generation X in 

supervisory/managerial posts), years of work, monthly income (higher among Generation X).   No 

claims however are made regarding statistical significance of differences, just the general  trend. 

The differences cited above, however, are consistent with experience and literature on these 

subjects. 

 

Financial instrument awareness and ownership 

 

Bank account 

 

Generation Y   

Eighty of the 90 (89%) sampled reported bank account ownership, mostly savings account.  

Almost an equal number had 1 or more than 2 or more bank accounts. A significant percentage of 

the sampled owned personal accounts as opposed to corporate accounts.  This result is a lot higher 

than the 31% national average (http://www.bsp.gov.ph/publications/media.asp?id=3715).  Most 

have had their accounts for 5 years or less.  Time deposit is not a preference among the depositors 

since only a small percentage have it or have had one. 

 

Generation X 

Similar results were obtained from this generation although at a higher percentage for bank 

ownership at 95%, most of which are also personal accounts. Generation X however exhibited 

more in terms of number of accounts from 3-4 with higher checking account ownership. Length 

of account ownership is also longer but share the same results in terms of non-preference for time 

deposits.   

 

Savings account rating scale 

 

Generation Y 

Respondents have a generally favorable viewpoint about savings account being good 

investment, accessible and safe as can be seen from the results below.  There is a segment, a third 

of the sample, who do not feel it provides good interest income and 11% who do not view it as a 

good investment. 

  

Monthly income Frequency % to total

  <= P30K 2 13%

  P31K - <= P50K 6 38%

  P51K - <= P70K 2 13%

  P71K - <=P99K 2 13%

  >=  P100K 4 25%

Totals 16 100%

http://www.bsp.gov.ph/publications/media.asp?id=3715
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                                                                     Strongly                                                         Strongly 

                                                                       Agree         Agree    Neutral     Disagree     Disagree 

1.  A savings account is good investment.        36              26           11               8                 2 

2.  A savings account can be easily accessed.  55              29           ___             ___              ___ 

3.  Savings accounts provide safety for            39              35             6               ___             ___ 

depositors’ money. 

4.  Savings accounts provide good interest      25                6            26               15               12  

income. 

 

Generation X 

Similar results were obtained in terms of savings account being favorable as an investment 

and ease in accessibility. A higher percentage however at 65% (versus 30% of Generation Y) 

indicates savings account not providing good interest income. We may infer here certain maturity 

among this group in terms of appreciating the instrument’s value.  

 

                                                                      Strongly                                                         Strongly 

                                                                       Agree         Agree    Neutral     Disagree     Disagree 

1.  A savings account is good investment.         5                6            3                 3                2 

2.  A savings account can be easily accessed.  13               6           ___             ___              ___ 

3.  Savings accounts provide safety for             7              10             2               ___             ___ 

depositors’ money. 

4.  Savings accounts provide good interest        4                1             2                6               7  

income. 

 

Insurance  

 

Generation Y 

Health insurance ownership was the highest followed by life insurance.  Health insurance 

awareness is high most probably because it is a staple employment benefit.  The percentage of 

ownership for all forms of insurance (40%) for the sample is also higher than the national average 

(18%) (http://www.insurance.gov.ph/_@dmin/upload/statistics/Key_Data_2013.pdf).  

 

Type of insurance        Ownership                    Awareness 

Life insurance                  52 (58%)                        16 (18%) 

Home insurance               18 (20%)                        19 (21%) 

Auto insurance                 26 (29%)                        19 (21%) 

Accident insurance           23 (26%)                       17 (19%) 

Health insurance              59 (66%)                        20 (22%) 

 

There is also a good percentage of awareness of the different types of insurance specified 

where about a fifth of the sample exhibiting awareness.  In addition, majority of those with 

insurance also specified that they either “Strongly agree” or “Agree” that insurance provides for 

good protection for the risk they cover as well as they are also good investment.  Insurance 

ownership among the sample however is significantly lower than that of bank account – 40% 

average for the former vs. 89% for the latter. 
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Generation X 

There is a significantly higher level of ownership of the different insurance types among 

Generation X (73%) compared to Y (40%).  This is expected since they have a higher level of 

income, higher purchasing capacities, more properties and risks that need to be insured compared 

to their younger generation. 

 

Type of insurance        Ownership                     

Life insurance                  18 (90%)                         

Home insurance               14 (70%)                         

Auto insurance                 12 (60%)                         

Accident insurance           11 (55%)                        

Health insurance              18 (90%)                         

 

Similar to the Generation Y results, significant percentage of Generation X indicated either 

“Strongly agree” or “Agree” in relation to insurance providing good protection as well as good 

investment.  Average insurance ownership percentage among the sample at 73% is closer to bank 

ownership at 95% versus the Generation Y.  

 

Pre-need plans 

 

Generation Y 

There is an almost equal ownership for the specified pre-need plans as well as their 

awareness.  But the pre-need plans ownership from the sample (18%) is significantly lower 

compared to bank account (89%) and insurance (40%).  It is however three times higher than the 

national estimate of 5% (https://www.senate.gov.ph/publications/PB%202009-02%20-

%20%20What %20the%20pre-need%20industry%20needs.pdf). 

 

Type of pre-need        Ownership                    Awareness 

Education plan               16 (18%)                          53 (59%)   

Pension plan                   17 (19%)                         50 (56%)  

Memorial services/lot     16 (18%)                         48 (53%) 

 

 

Majority of those with pre-need plans also specified that they either “Strongly agree” or 

“Agree” that pre-need plans provide for good protection for the risk they cover as well as they are 

also good investment.  More than half indicate awareness which points to an inclined need for the 

services in the future.       

 

Generation X 

This generation’s low education plan ownership may indicate children who have finished 

college studies already.  They have higher percentage of pension plan ownership indicating 

retirement as a significant need.  In fact, two of the sample are retired already.  A higher percentage 

is also indicated for memorial services/lot, an intimation of mortality awareness from this group 

they need to prepare for. 

 

https://www.senate.gov.ph/publications/PB%202009-02%20-%20%20What%20%20the%20pre-need%20industry%20needs.pdf
https://www.senate.gov.ph/publications/PB%202009-02%20-%20%20What%20%20the%20pre-need%20industry%20needs.pdf
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Type of pre-need        Ownership                    Awareness 

Education plan                  5 (25%)                           3 (15%)   

Pension plan                    11 (55%)                          3 (15%)  

Memorial services/lot       6 (30%)                          2 (10%) 

 

Just like for insurance and their younger generation counterparts, they indicated “Strongly 

agree” or “Agree” about pre-need providing good protection and a good investment.  

 

Investment instruments 

 

Generation Y 

Mutual funds and stocks are the most preferred investments among the surveyed 

respondents although they are lower in terms of ownership compared to bank accounts, insurance 

and pre-need plans.  What works in favor of the mentioned investment choices however is the 

good awareness among the respondents about them (average of 48%).   

 

Type of investment        Ownership                    Awareness 

T.bills/T.notes                     3 (3%)                            35 (39%) 

Corporate bonds                 4 (4%)                             37 (41%)     

UITF                                 10 (11%)                          50  (56%) 

Mutual funds                     19 (21%)                          45 (50%) 

Stocks                                15 (17%)                          49 (54%) 

 

Again, just like the previously discussed financial instruments, the ownership for these 

investment instruments are higher than the national averages. 

In general, majority of those with the above investments also specified that they either 

“Strongly agree” or “Agree” that the investment vehicles either provide safety of invested capital 

and good return on investment.  

 

Generation X 

Type of investment        Ownership                    Awareness 

T.bills/T.notes                     0 (0%)                              6 (30%) 

Corporate bonds                 2 (10%)                             7 (35%)     

UITF                                   6 (30%)                            5 (25%) 

Mutual funds                      5 (25%)                            7 (35%) 

Stocks                                 9 (45%)                            9 (45%) 

 

Just like the previous instruments, the Generation X percentage for these set of investment 

instruments are generally higher compared to Generation Y.  This may be ascribed to their higher 

income and higher level of investment sophistication, Awareness is lower since more of the 

percentage already owns the instrument.   
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Financial needs prioritization 

 
 

Generation Y 

Based on the above ranking, even with the relative youth and lower income capacity of the 

Generation Y surveyed relative to their Generation X, they already know the things they have to  

prepare for financially by citing as top preferences (1) funds for day-to-day expenses, (2) health 

and illness expense, and (3) savings for emergency fund. 

It is also significant to point out that those ranked from 4th to 7th are activities with 

noteworthy impact on the samples’ personal and financial well-being (education fund, purchase of 

house, retirement, business start-up).  House purchase is significantly more important to this 

generation compared to Generation X since the latter has most likely acquired their own property 

already.  Lower tiered ranking (8th to11th) were reserved for leisure, recreation and special 

purchases.  

 

Generation X 

The sampled groups also identified the same top 3 as their younger counterpart although 

with a little difference in ranking: (1) health and illness expenses, (2) funds for day-today expenses, 

and (3) savings for emergency fund. 

Ranked 4th to 6th are within the same rank range of Generation Y although different in 

priority, ie (4) retirement fund, (5) education fund, and (6) business start-up.   

Funds for leisure and recreation is significantly more important for this group than 

Generation Y which may signify enjoy life fruits after working for at least 25 years or more. 

Spearman-rank correlation 

The Spearman-rank correlation (http://www.statisticssolutions.com/correlation-pearson-

kendall-spearman/) was used to evaluate any statistical significance in the differences in ranking 

of the two groups.   

 

 

  Generation Y  Generation X

Financial need Rank Score Rank Score

Funds for day-to-day expenses    1 3.12 2 2.68

Health and illness expense           2 3.42 1 2.37

Savings for emergency fund     3 3.84 3 3.95

Education fund                              4 4.53 5 4.84

Future purchase of a house      5 5.08 9 8.53

Retirement fund  6 6.14 4 4.00

Future start-up capital in business  7 6.25 6 6.63

Future travel  8 7.76 8 8.11

Future purchase of a car  9 8.81 11 9.26

Funds for leisure and recreation  10 8.87 7 7.42

Funds for special purchase (gadgets, 11 9.57 10 9.11

     appliances, others)

Funds for donation and contribution  12 10.56 12 9.63

http://www.statisticssolutions.com/correlation-pearson-kendall-spearman/
http://www.statisticssolutions.com/correlation-pearson-kendall-spearman/
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Since the sum of difference is equal to zero, the Spearman-r value then is equal to 1.  This 

means both generations ranked the financial needs generally the same despite some of the 

identified differences.  

 

Conclusions 

 

Generation Y 

The results reveal that even at an early age, the Generation Y surveyed already exhibit 

awareness as well as ownership of the identified financial instruments.  The percentage results as 

compared to the national average are also a lot higher.  This is most likely due to where they stay 

(Metro Manila) which exhibits higher educational levels and income among to the general 

population. 

Although preference of respondents tend to be the traditional savings account and 

insurance, awareness for other forms of investments like UITF, mutual funds and stocks are 

relatively good.  The awareness comes from several sources – school, advertisement, web source, 

family/friends, sales agents. 

The Generation Y despite their youth are already conscious of the need to provide for 

certain identified financial needs considered as priorities - expenses for day-to-day, health, 

emergency; as well as funds for education, retirement, house purchase and business start-up.  

 

Generation X 

Due to their more experience, better job positions and higher income, Generation X as 

expected exhibited higher ownership among the various financial instruments that were surveyed 

of them compared to their younger counterparts. 

As with the Generation Y results, percentage of financial instruments ownership is higher 

compared to the national average (sample were Manila residents) and higher preference were 

  Gen Y  Gen X Difference

Financial need Rank Rank in rank

Funds for day-to-day expenses    1 2 -1

Health and illness expense           2 1 1

Savings for emergency fund     3 3 0

Education fund                              4 5 -1

Future purchase of a house      5 9 -4

Retirement fund  6 4 2

Future start-up capital in business  7 6 1

Future travel  8 8 0

Future purchase of a car  9 11 -2

Funds for leisure and recreation  10 7 3

Funds for special purchase (gadgets, etc) 11 10 1

Funds for donation and contribution  12 12 0

Sum of 0

differences
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specified for savings account, then insurance and pre-need with investment instruments with lesser 

priority.  

 

Recommendations 

 

The banking sector is still the most preferred savings and investment vehicle for both generations. 

Banks should endeavor to further improve their products and services for the segments to cement 

their hold on the market. 

There are opportunities which can be exploited by insurance and pre-need companies to 

expand their sales and marketing activities in order to tap the needs of both markets which can be 

provided for by their products specifically in the areas of protection, health, education, retirement 

and accident. Both generations are more focused on protection and health although Generation X 

has more pronounced ownership and is also starting to focus on retirement and memorial services.  

Investment companies can also enhance their ability to communicate and reach out to both 

segments in order to convince them about the potential in participating in UITF, mutual funds and 

stock investments to afford them potential for higher income.  This is significant considering the 

high awareness of the respondents about these products but there is a gap between ownership and 

awareness, especially for Generation Y.  The companies have to be able to educate the market 

about the possible risks and how they can be mitigated. The upside potential of growing the income 

and wealth of investors can be emphasized. 

Study on other generations – baby boomers (born after World War 2 up to 1959) and the 

millennials (born from 1985 onwards) should also be undertaken to have a more complete picture 

of the various generation’s financial awareness and ownership.  
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PHILIPPINE PESO EXCHANGE RATE MOVEMENT ON IMPORT LEVEL IN THE 

PHILIPPINES: AN EMPIRICAL STUDY 

 
Frederick P. Romero 

De La Salle University – Manila 

 

Abstract 

 

This paper aims to explore the impact of the volatility of Philippine peso exchange rate on 

the movements of the overall import level of the country. Based on previous studies, the exchange 

rate movements is an important factor in the overall international trade of an economy. In addition, 

previous literature suggests that exchange rate uncertainty can affect positively or negatively the 

international trade of the developing countries such as the Philippines in the short or long terms. 

This study looks at the causation between the exchange rate and the import level of the Philippines 

from January 2005 to December 2014. Using ADF stationary test, LaGrange-Multiplier Test of 

ARCH Test and Exponential Generalized Autoregressive Conditional Heteroskedasticity 

(EGARCH) and Granger Test for Causality, the paper concludes that the Philippine Peso exchange 

rate does not have any long-run dynamic impact on the volatility of the import trade level and vice 

versa. The historical movements of the Philippine peso exchange rate did not provide any 

explanation on the movement of the import levels in the Philippines in the period used. The export 

level of the Philippines is not affected or not sensitive to the uncertainty in the movement of the 

Philippine peso exchange rate. 

Although in transition and emerging economies, the exchange rates may become volatile 

in relation to other major currencies such as the US Dollar, and can provide significant impact on 

the country’s foreign trade levels; this cannot be the same in the Philippine settings. This implies 

that the volatility of the peso exchange rate does not significantly increase or decrease the level of 

import by the local businesses. Other macroeconomic variables might be impacting the level of 

imports in the Philippines, thus, further studies should be taken to test the causality between these 

other variables. 

 

Key Words: 

 

Import Level; International trade; PHP exchange rate; Granger Causality; time-series 
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Introduction 

 

Based on historical and present studies and literature, a country’s economic 

competitiveness versus other nations can be reflected by macroeconomic variables such as its real 

exchange rate. Given this perspective, real exchange rate has a very strong influence on the foreign 

trade developments of any country. The country’s international trade, that is its import and export 

level, is generally believed to be affected by the fluctuations of the real exchange rate on a 

permanent level. Thus, the stability level of exchange rate of countries is important for the ongoing 

growth and stability of their respective economy. The government’s policies in managing the 

exchange rate play a critical function since these policies can determine and impact the flow of 

international trade, foreign capital flows, international reserves, as we as the inflation of a given 

country. The last few decades saw a considerable amount of attention focused on determining 

different factors that significantly impact macroeconomic variables such as international trade 

flows and exchange rates. However, Bakhromov (2011) reported that most studies on the 

relationship between international trade volume and the exchange rate volatility are concentrated 

on developed markets. This paper examines the relationship and causation between the Philippine 

Peso exchange rate the level of international trade, specifically Philippine import level. 

There have been different theories that may explain the reason behind the relationship 

between the fluctuation of the exchange rate and the movement of international trade such as the 

import level.  Krugman (2007) and Bahmani-Oskooee et al., (2013) hypothesized that international 

trade is reduced by the fluctuation in the country’s exchange rate. The main assumption of this 

theory is that in the advent of fluctuations on the exchange rate, the foreign international traders 

will take a risk-averse approach in their decisions. With this, the international trade will be reduced 

since the traders will decrease their level of output (import and export) caused by the volatility in 

the exchange rate. McKenzie (1999) and Bahmani-Oskooee and Hegerty, (2007) added that the 

international traders’ profit risks will rise given the increase in the uncertainty on the exchange 

rate of the host country.  Since exchange rate risk is an example of market or systematic risk, 

wherein people cannot minimize or diversify this type of risk, the profits that can be earned and 

ultimately, the volume of trade of international foreign traders will be dampen caused by the 

increased profit risks (Blanchard et al., 2005; Obstfeld and Rogoff, 2005). 

Another theory that relates the import level as a function of international trade and 

exchange rate is the third country effect. McKenzie (1999) suggested that in the global business of 

international trade, the competition lies within the idea that the exporting and importing country is 

also competing against other countries. The studies added that the variability in the exchange rate 

of another country (referred to as third country) can disrupt the international trade patterns between 

two countries. This third country which is not involved in the trade may benefit in the competition 

of the two countries because of its exchange rate fluctuations. This is true since the third country’s 

exchange rate variability can divert exporters in the domestic country may opt to sell their goods 

and products to this third country given its better price levels. Similarly, importers may look at 

other countries with better pricing prospects caused by exchange rate movements, thus changing 

the trade partners in the process. 

There have been other studies that suggest the impact of exchange rate on international 

trade. Sercu and Uppal (2003) reported that the underlying source of the exchange rate fluctuation 

plays an important role in determining if the relationship between the exchange rate and 

international trade is positive or negative. In addition, based on the study made by Abeysinghe and 

Yeak (1998), currency devaluation can positively impact export level, but can limit the volume of 
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import of a country. This paper looks at the relationship between these variables in the Philippines, 

which is considered as one of the emerging markets in the world.  

The paper proceeds as follows. Section II provides a summary of all historical studies and 

literature from developed and emerging markets that looks at the relationship between the variables 

used. Section III discusses the data, variables, and the methodology used for the study. Section IV 

presents the results of the study and brief explanation of the outcomes of the statistical tools used. 

Section VI concludes the study; recommendations were also provided. 

 

Review of Related Literature 

 

Bahmani-Oskoee and Ratha (2004) wrote a literature review on the relationship of 

international trade and exchange rate. The paper pointed out that there are varying results regarding 

the relationship on these variables despite the common idea that devaluation of exchange rate 

would significantly result to reduce imports, better export level and ultimately, increased level of 

overall international trade. The paper added that some countries do not react as expected; results 

are not definitive and findings depend on the data and methodology used, as well as the region and 

period chosen by the researchers. Studies like Barkoulas et al. (2002) suggested that on the 

theoretical level, the fluctuation of exchange rate should result to a decreased level of international 

trade caused by the exchange rate risk. Risk-averse international traders will reduce their trade 

volume ceteris paribus in order to minimize their loss caused by the exchange rate uncertainty. 

However, in contrast, De Grauwe (1988) stated that in order to for very risk-averse foreign traders 

to increase its profit and avoid lower expected revenue, they should not reduce trade volume and 

find ways to increase their international trade. However, Giovannini (1988) presented a different 

take on the relationship of the variables and suggested that the level of international trade may not 

be affected by the fluctuations of the exchange rate of a country.  Daly (1997) and McKenzie and 

Brooks (1997) found a positive relationship between exchange rate volatility and import flows, 

however, negative relationship findings were obtained by McKenzie (1998), Rahmatsyah et al. 

(2002), Byrne et al. (2006) and Bahmani-Oskooee and Kovyryalova (2008). According to Baek 

(2013), these varying results may be explained by the foreign trade structures of the countries used 

in the study. Since each country has a unique set of foreign trade structure, the impact of exchange 

rates on export and import may also varies.  

A study by Calderon (2004) examined the trade openness and real exchange volatility for 

the period of 1974 to 2003. Using a sample of 79 countries, the study found out that when a 

particular country follows more open trade policies, the effect of exchange rate fluctuation is 

minimal. On the other hand, negative effects between trade flows and exchange rate were obtained 

by Frankel and Wei (1993) using selected Asian countries. On a different note, the short-run and 

long-run relationship between trade balance and exchange rate in Turkey were examined by 

Akbostanci (2004). According to the study, the devaluation of the exchange rate of Turkey 

increases its trade balance in the long run. Another long-run and short-run analysis was done by 

Nyamrunda and Mborela (2014) wherein they examined the impact of exchange rates on exports, 

imports and national output of Tanzania for the period of 1990 to 2011. The findings suggest that 

lower value of the currency (annual official exchange rate) will lead to declining imports level; 

however, the same will result to appreciation of the export level in Tanzania. In addition, Bahmani-

Oskooee et al (2014) studied the exchange rate-trade balance relationship on the Korean market. 

Using 148 Korean export industries and 144 import industries vis-a-vis the rest of the world, the 

results show that for the importing companies, eight have negative coefficients and fourteen have 
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positive ones; however, most of the industries are unaffected. Bakhromov (2011) examined the 

Uzbekistan’s exchange rate and international trade relationship for the period 1999 to 2009 and 

found out that there exists a significant relationship between the real exchange rate and the level 

of Uzbekistan’s import and exports.  

In terms of developed countries, Wong et al (2012) looked at the United States and 

Malaysia settings and examined both linear and nonlinear relationships between exchange rate 

volatility and import flows for the period of 1975/2009 and 1980/2009. The findings from the 

nonlinear causality test show that both Malaysia and the US have nonlinear causal relationships 

between exchange rate volatility and import flows. Lastly, looking at the China market, Marquez 

and Schindler (2006) used monthly data of real exchange rate (RMB) and foreign trade volume 

from 1992 to 2004. The study found out that the appreciation in RMB real exchange rate may 

cause different degree of import and export reduction. 

 

Methodology 

 

This study examines the relationship between the Philippine’s import level and PHP 

exchange rate and how their volatility impacts each other. Given this, monthly data for these 

variables were sourced from the Bangko Sentral ng Pilipinas website and other financial database 

websites. The time period covers from January 2005 until December 2014. 

 

Unit Root test 

The unit root properties of the variables need to be examined to check if causation is evident, thus, 

causality analysis will be employed. Specifically, the paper will utilize the Augmented Dickey 

Fuller test to check the stationary characteristic of the import level and the Philippine Peso 

exchange rate. The process of differencing will be done to make any non-stationary variables be 

transformed into stationary. 

 

Autoregressive Conditional Heterskedastic (ARCH)/ exponential general autoregressive 

conditional heteroskedastic (E-GARCH) 

Campbell, Lo, and MacKinlay (1997) noted that using volatility measures that are based on the 

assumption of constant volatility across a specific period is considered both logically inconsistent 

and statistically inefficient, particularly when the time series moves through line. They added that 

clustering is common in financial data such as large and small errors, which connotes that returns 

are serially correlated. Financial econometrics studies suggest that in order for researchers to 

model the investor’s perception toward risk and return, the nonlinear time series structures should 

be utilized. The findings of a study by Bera and Higgins (1993, p.315) confirmed that the 

fluctuations of some financial time series data may be a result from a certain type of nonlinear 

dependence as opposed to exogenous structural changes in the time series data. With this, the study 

employs Autoregressive Conditional Heterskedastic (ARCH) and the its extended version, 

Exponential General Autoregressive Conditional Heteroskedastic (E-GARCH) in order to 

determine the heteroskedasticity of the import level and PHP exchange rate. 

 

Granger Causality Test 

Lastly, the paper studies the relationship between import and PHP exchange rate and the 

causation between the two variables. Given this, the Granger Causality test was used to check the 

causation of variables.  According to Granger (1969), the Granger Causality test is based on the 
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idea that using mean square error logic, a variable (x) is said to not Granger-cause another variable 

(y) if the current and past information about x does not define or influence the future values of y. 

There are three (3) results that can be obtained using Granger Causality test, namely: uni-

directional, bi-directional and non-directional (where variables move in independent direction). 

 

 

Results and Discussion 

 

Table 1: Descriptive Analysis of Time Series Data 

  
Exchange 

Rate 

Current 

account - 

Imports 

Original   

Mean 46.244 5944.704 

Standard 

Deviation 
4.132 1361.935 

Median 44.941 6030.921 

Minimum 40.360 3273.220 

Maximum 56.160 8608.304 

Transformed  
Mean - 76.592 

Standard 

Deviation 
- 8.893 

Median - 77.659 

Minimum - 57.212 

Maximum - 92.781 

 

Table 1 presents the Descriptive Statistics of the parameters of the study from Year 2005-

2014. To normalize the data, current accounts imports was transformed using square root and 

logarithmic methods. After the transformation, the value of median (the central tendency when 

extreme values were treated with caution) became nearer to the actual mean. 

Exchange Rate has an average of 46.244 ± 4.132. This variable ranges from 40.360 to 

56.160. Current account - Imports have an average of 5944.704 ± 1361.935 (transformed: 76.592 

± 8.893) and its minimum and maximum value is 3273.220 – 8608.304.  

 

  

Without Differencing With Differencing 

T-stat 
P-

value 
Interpretation Order T-stat 

P-

value 
Interpretation 

Exchange Rate -2.143 0.228 Non-Stationary 1 -12.085 0.000 Stationary 

Current account - Imports -2.430 0.133 Non-Stationary 1 -19.007 0.000 Stationary 

 

Stationary Testing was done using Dickey-Fuller Test wherein p<0.05 indicates that the 

data is stationary; otherwise non-stationary. Dickey-Fuller Test without Differencing (lag zero) 

presents a p-value above 0.05 on Exchange Rate and Imports which means that these values are 

non-stationary. Therefore, the differencing will be used.  
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Collinearity was present on Exchange rate, Current accounts – imports, that is, the current 

values of these variables could have been affected by the values of the previous years. Through 

differencing, the variables are able to satisfy the assumption of stationarity.  

 

Figure 1: Time series line of Exchange rate before and after the Differencing 

     
Figure 2: Time series line of Current account - Imports before and after the Differencing 

     
Table 2: The LaGrange-Multiplier Test of ARCH Test for Heteroscedasticity. 

  
Chi-square 

Statistic 

P-

value 
Decision 

Current account - Imports 0.022 0.881 Homoscedastic 

 

This table presents the preliminary test for heteroscedasticity of a time series model. In 

STATA, it is advisable to test first if the data has an ARCH effect or none. If the p-value is above 

0.05, null hypothesis is rejected and therefore conclude that there is no ARCH effect in the model 

which means that the model is Homoscedastic. Using the differenced values, the ARCH Effect 

was tested. That p-value of the model is above 0.05 which means that there is no ARCH effect. 
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Table 3: The EGARCH Test 

Parameters: 
Current account - 

Imports 

Constant -0.100 

Coefficient 0.008 

P-value 0.750 

ARCH   

EARCH 0.100 

p-value 0.448 

EARCH 

A 
0.164 

p-value 0.527 

EGARCH 0.614 

p-value 0.283 

All of the models are at first order difference 

 

The table above presents the EGARCH model of Exchange Rate and Current account - 

Import. The positive value of EARCH indicates that an unexpected increase in Exchange rate is 

more destabilizing on Exchange Rate than its unexpected or sudden decrease. However, if the 

magnitude is lower than its symmetric effect (EARCH_A) therefore, symmetric affect in Exchange 

rate dominates than its positive asymmetric effect. 

For CA Imports, the positive value of EARCH indicates that an unexpected increase in 

Exchange rate is more destabilizing on Exchange rate than its unexpected or sudden decrease. Its 

magnitude is higher than its symmetric effect (EARCH_A) which means that asymmetric affect in 

both CA Imports dominates than its symmetric effect. 

 

Table 4: The Grange-Causality Test 

 

Table 4 presents the Granger-Causality of Exchange Rate to Current account - Import and 

vice versa. The model above shows that there is no granger causality between parameters. 

Therefore, there is no causal effect between Exchange rate and Current account – Import. For CA 

– Imports and Exchange Rate, a unit increase in CA – Imports leads to a decrease in Exchange 

Rate and vice versa.  

 

Conclusion and Recommendation 

 

This paper aims to examine the relationship between the Philippine Peso exchange rate 

fluctuations and the import level of the Philippines from January 2005 to December 2015. The 

variables have been analyzed through the application of Autoregressive Conditional 

Heterskedastic (ARCH)/ exponential general autoregressive conditional heteroskedastic (E-

 Coefficient z-statistic P-value Decision 

CA – Imports and  Exchange Rate -0.416 -1.13 0.257 No Granger 

Causality Exchange Rate  and CA - Imports -0.005 -0.20 0.844 
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GARCH) for the test of heteroscedasticity and, ADF test and Granger Causality Test for the test 

of causation. According to the results obtained, the following conclusion is drawn: 

The Philippine Peso exchange rate and import level do not granger-cause each other in the 

period covered. The future movement of the import level was not forecasted or explained by the 

historical and present values of the Philippine Peso exchange rate, and vice versa. This means that 

policy-makers, financial analysts or other investors may not use either of the variables in predicting 

the fluctuations of the other variable. Wong, et al. (2012) suggested that the insignificant 

relationship may be explained by the stability of the exchange rates of the country. One implication 

of this study is that the Philippine import level may be affected by other macroeconomic variables 

outside the import levels. In addition, to obtain significant relationship between the variables used, 

the Philippine policy-makers can create clear and coherent policies that can improve the exchange 

rate system, which may further enhance the country’s overall trade and economic growth strategy. 

With regard to future research on this perspective, researcher may also look at sectoral and 

disaggregate variables since the dependence on aggregate data such as the overall import level 

may not provide a clear picture of the implications of exchange rate volatility for import flows. 

Future researchers can also look at shorter time periods in order to examine the short-run 

relationship between the variables. 
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Abstract 

 

This paper contributes to the plethora of studies which looks at the significant effect of 

foreign portfolio investments (FPI) on the Philippine economic growth as represented by the 

Philippine peso exchange rate. This study used time-series month-end data of the Philippine 

foreign portfolio investments and the PHP exchange rate from the period of January 2005 to 

December 2014. In order to test the stationarity and heteroscedasticity of the time-series data, the 

paper used Augmented Dickey Fuller (ADF) test and LaGrange-Multiplier Test of ARCH Test 

and Exponential Generalized Autoregressive Conditional Heteroskedasticity (EGARCH), 

respectively. In addition, the paper employed the Granger Test for Causality in order to investigate 

the long-run dynamic relationship between the foreign portfolio investments and the PHP 

exchange rate.  

The results suggested that there is the changes in the PHP exchange rate have no significant 

effect on the Philippine FPI, and vice versa. The volatilities of the peso exchange rate did not 

provide any explanation of the movements of the foreign portfolio investments in the period taken. 

The results indicate that the Philippine exchange rate is not significant information in the policy 

creation pertaining to the foreign portfolio investments of the country. International finance theory 

suggests that foreign portfolio investment (FPI) flows are an inevitable outcome of investors 

wanting to invest across countries in order to diversify the risk of their portfolio and achieve higher 

returns. However, this variable is not affected by the changes in the exchange rate in the Philippine 

setting. This also implies that regulators and economic policy-makers may look at other 

macroeconomic variables that may explain the movements of foreign portfolio investments in the 

Philippines. 

 

Key Words: 

 

Foreign portfolio investments; PHP exchange rate; Granger Causality; time-series 
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Introduction 

Because of the development and growth of financial markets from different countries, more 

and more investors are trying to find investment avenues and platforms from these foreign 

countries in order to increase their overall investment returns. This type of investment, referred to 

as foreign private investment has two components, namely: foreign direct investment (FDI) and 

foreign portfolio investment (FPI). FDI is more permanent in nature since the investment made by 

investors in this component is focused on providing business capital to create operations in the 

host country. The capital is used in creating business, buying real assets and expanding through 

acquisition. FPI on the other hand, often referred as “hot money”, is less permanent as compared 

to FDI. Broto, Diaz-Cassou, & Erce-Dominguez (2011) suggested that a way to enhance the 

economic well-being of a developing country is to increase the foreign capital inflow, that is, the 

FPI level. 

For some, the increasing level of foreign capital flows has been a source of concern since 

the foreign investor may find it difficult to determine which country to invest in since they may 

have to look at different country-level risks and other factors compared to putting their money in 

their home country. On the other hand, from the point of view of the country receiving the capital 

inflows from foreign investors, the portfolio flows are subject to reversals and volatility, thus, it 

can cause the country to experience new macroeconomic problems and challenges which may 

adversely affect its overall economic status (Dua and Garg, 2014). However, the overall tone of 

this paper is to look at the positive effects of the foreign portfolio investments and how it provides 

benefits to the economic well-being of a country. Previous studies reported the different benefits 

of having an increase level of FPI for a particular country. Beck et al. (2005) mentioned that 

corporations can attain better financial capital raising by having a good level of FPI in the stock 

markets. La Porta et al. (2000) & Bekaert and Harvey (2003) added that an increased FPI can result 

to an increase in the liquidity in the capital market. This is crucial in the economic activities of 

firms since they can have easier access to financing at a lower cost of capital. 

Furthermore, the international finance theory tells us that FPI flows going into a particular 

country are due to the idea that investors want to put their money outside their home country in 

order to manage risk by diversifying their investments and in theory, achieve higher returns. 

Multiple studies have reported the different benefits of diversifying investments by putting the 

funds into different markets and countries (Grauer and Hakansson, 1987; Harvey, 1991; and De 

Santis and Gerard, 1997). In case of the country obtaining this foreign capital from investors, the 

foreign capital inflow is an important factor in connecting the gap between the country’s need for 

foreign exchange to finance its current account deficit and the foreign investors wanting to 

diversify its surplus funds in order to obtain higher returns. Given the benefits of economic growth 

and financial market development, more and more developing and emerging countries have been 

creating policies and strategies in order to attract more foreign portfolio investments. According 

to Kaminsky and Schmukler (2003), Prasad et al. (2003), and Campion and Neumann (2004), 

countries can attract more foreign portfolio investments by providing incentives to the foreign 

investors. These incentives may include de-regulating activities in their domestic financial 

markets, and by liberalizing their capital account transactions and equity markets. In addition, the 

policy-making body of the countries can create policies that can reduce the transaction costs of 

these investments and also, reduce the quantitative limits of ownership and investments of the 

foreign investors. 
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Lastly, in relation to the topic of this paper, the portfolio investors also looks at the volatility 

of the host country’s exchange rate when trying to determine to invest their funds or not. A 

country’s exchange rate play a vital role in its international trade since this enables people to value 

goods and services, as well as to determine their investment valuation across different assets and 

locations. Given this major role, it is with utmost important to understand what factors can be 

affected by the exchange rates and/or factors that affects this variable in order to help people 

predict the changes of exchange rate, also known as exchange rate fluctuation (Ramasamy and 

Abar, 2015). Bleaney & Greenaway (2001) mentioned that the host country’s currency devaluation 

can attract more foreigners to invest since this can provide them higher return. With this, we can 

infer the relationship between the volatility of the host country’s exchange rate and the fluctuation 

of the foreign portfolio investments. 

The remainder of the paper is structured as follows: section 2 includes historical studies 

about the relationship between FPIs and macroeconomic variables that includes exchange rate. It 

also includes other studies that look at factors affecting the movement of the exchange rate. 

Presented in section 3 are the empirical methods used in the study and a preliminary analysis of 

the data gathered. Section 4 highlights the empirical findings, including the data preliminaries and 

the results based on empirical tests used. Lastly, section 5 provides conclusion based on the results 

obtained; includes results implications and future recommendation as well. 

 

Review of Related Literature 

The aforementioned discussion provides the overall benefits and effects of FPI in the 

economic well-being of a country. According to Evans (2002), the increased level of foreign 

portfolio investment provides the country an enhanced level of liquidity, specifically in the 

domestic capital markets. In addition, it facilitates the use of new products and financial 

instruments that helps in minimizing investment risks. Lastly, it also creates discipline and know-

how into the country’s domestic capital market. The below provides information as to the 

importance of FPI in a country’s economy. 

Previous studies looked at the different factors that may affect the fluctuation of the FPI. 

According to the study done by Kreicher (1980), the real interest rates movement has a significant 

relationship with the portfolio capital flows. The study investigated the empirical relationship 

between long-term portfolio capital flows and the real rate of interest for three European countries 

and the United States and found that real interest rates positively affect the FPI in the countries 

used in the study. In addition to this Verma et al. (2011) studied the relationship between the 

foreign capital inflows and interest rate volatility in India. The study used causality and co-

integration analyses in determining the factors affecting FDI and FII from 2000 to 2010. The paper 

reported that the capital inflows are not significantly affected by interest rate differentials. In 

addition, Waqas, et al., (2015) reported that foreign portfolio investment fluctuation and some 

selected macroeconomic factors are significantly related. The study confirmed that less volatile 

international portfolio flows is linked with macroeconomic variables such as currency 

depreciation, foreign direct investment, lower inflation, high interest rate and higher level of GDP 

growth rate of the host country. This implies that stable macroeconomic well-being of a country 

is an important factor for the foreign investors’ investment decision. 

This paper’s ultimate goal is to understand of the volatility of the PHP exchange rate can 

explain the movement of the Philippine foreign portfolio investments, and vice versa. According 
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to Darby, Hallett Ireland, and Piscitelli (1999) the exchange rate volatility provide significant 

influence on foreign portfolio investments. Carrieri, Errunza, and Majerbi (2006) also suggested 

the one should use nominal exchange rates rather than real exchange rates since the latter excludes 

the effect of inflation; nominal exchange rate provides a better indicator of foreign portfolio 

variability. Also, Bleaney & Greenaway  (2001) and Ersoy, (2013) found out that there exist an 

inverse relationship between exchange rate and foreign portfolio investments which implies that 

as the currency of the host country devaluates, foreign investors are acquiring local assets caused 

by the lower prices. On the other hand, using the quarterly real interest rate and exchange rate in 

Turkey for the period 1995 to 2009, Eratas and Oztekin (2010) examined the relationship between 

these variables using ARDL (autoregressive Distributed Lag) method. On the long term basis, the 

results show that there is a positive relationship between STFC and real interest rate, and negative 

relationship between STFC and exchange rate. However, in the short term basis, the paper found 

insignificant relation between STCF and real interest rate, and negative and significant relationship 

between STCF and exchange rate. Lasly, Onuorah and Akujuobi (2013) used Ordinary Least 

Square (OLS) model in examining the influence of macroeconomic variables, which includes 

exchange rate, on Nigeria’s foreign portfolio investments from 1980 to 2010. According to the 

study, the selected macroeconomic variables such as interest, inflation and exchange rates impact 

foreign portfolio investments positively. On the other hand, the other variables have negatively 

impact Nigeria’s FPI. 

 

Methodology 

This paper looks at the relationship between the Philippine Peso exchange rate and the 

foreign portfolio investments level of the Philippines from January 2005 to December 2014. 

Month-end time series data was obtained from Bangko Sentral ng Pilipinas’ website and other 

financial information databases (Bloomberg and Factset). The study determines if the future values 

of the foreign portfolio investments can be explained or predicted by the volatility of the Philippine 

Peso exchange rate and vice versa. 

First, since causality analysis will be employed in order to determine the causation between 

the PHP exchange rate and FPI, the study will first check the unit root properties of the time series 

variables. The Augmented Dickey Fuller test will be used to check the stationarity of the values. 

If non-stationary characteristic is present in any of the variables, the study will employ differencing 

method in order to convert the non-stationary variables into stationary. 

Second, since the study will employ time series data, Autoregressive Conditional 

Heterskedastic (ARCH) and exponential general autoregressive conditional heteroskedastic (E-

GARCH) will be used to check if these variables have an ARCH effect.  The model is said to be 

homoscedastic if ARCH affect does not exist as characterized by a p-value of above 0.05. ARCH 

is looks at the variance in the model; EGARCH is more concerned about the variance of the 

variances in the model used. Specifically on financial application and economic studies, the ARCH 

and E-GARCH models have been one of the most important tools in studying time series data, 

especially if the objective is to examine its forecast volatility. 

Lastly, in order to determine the causation between PHP exchange rate and FPI, the study 

used Granger Causality test. There are three results that can be obtained when using Granger test, 

namely: uni-directional, bi-directional and non-directional (where variables move in independent 

direction). The idea about this test is to determine if the prediction of the future value of a variable 
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(Y) can be done using the past values of another variable (X), taking into consideration the past 

values of (Y) (Granger, 1969). 

 

Results and Discussion 

Table 1: Descriptive Analysis of Time Series Data 

  
Exchange 

Rate 

Foreign 

Portfolio 

Investments 

Original   

Mean 46.244 -136.756 

Standard 

Deviation 
4.132 757.689 

Median 44.941 -150.027 

Minimum 40.360 -2373.571 

Maximum 56.160 2414.750 

Transformed  
Mean - -4.272 

Standard 

Deviation 
- 23.996 

Median - -12.247 

Minimum - -48.719 

Maximum - 49.140 

 

Table_ presents the Descriptive Statistics of the parameters of the study from Year 2005-

2014. To normalize the data, foreign portfolio investments was transformed using square root and 

logarithmic methods. After the transformation, the value of median (the central tendency when 

extreme values were treated with caution) became nearer to the actual mean. 

Exchange Rate has an average of 46.244 ± 4.132. This variable ranges from 40.360 to 

56.160. In addition, Foreign Portfolio Investments has an average value is -136.756 ± 757.689 

(transformed: -4.272 ± 23.996) and its minimum and maximum value is -2373.571 to 2414.750. 

  

Without Differencing With Differencing 

T-stat 
P-

value 
Interpretation Order T-stat 

P-

value 
Interpretation 

Exchange Rate -2.143 0.228 Non-Stationary 1 -12.085 0.000 Stationary 

Foreign Portfolio 

Investments 
-12.085 0.000 Stationary - - - - 

 

Stationary Testing was done using Dickey-Fuller Test wherein p<0.05 indicates that the 

data is stationary; otherwise non-stationary. Dickey-Fuller Test without Differencing (lag zero) 

presents a p-value above 0.05 on Exchange Rate which means that the values are non-stationary. 

Therefore, the differencing will be used. On the other hand, Foreign Portfolio Investments was 

stationary with p-values of 0.000. No differencing will be done for this variable. 

Using a Differencing technique, the non-stationary variable, which is the exchange rate, 

was tested again using Dickey-Fuller Test at first differencing. In STATA, the variable was 

converted with a “D1.” next to its variable name. After using first order differencing, the p-values 

of Foreign Portfolio Investments became 0.000 which means that the first order difference of 

Foreign Portfolio Investments became stationary. Therefore, first order difference this variable is 

stationary therefore, can be used for further analysis. 
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Figure 1: Time series line of Exchange rate before and after the Differencing 

      
Figure 2: Time series line of Foreign Portfolio Investments 

 
 

Collinearity was present on Exchange rate which means that the current value of this 

variable could have been affected by the values of the previous years. Through differencing, the 

variable is able to satisfy the assumption of stationarity.  

 

Table 2: The LaGrange-Multiplier Test of ARCH Test for Heteroscedasticity. 

  
Chi-square 

Statistic 

P-

value 
Decision 

Foreign Portfolio Investments 0.099 0.753 Homoscedastic 

 

Table 2 presents the preliminary test for heteroscedasticity of a time series model. In 

STATA, it is advisable to test first if the data has an ARCH effect or none. If the p-value is above 

0.05, null hypothesis is rejected and therefore conclude that there is no ARCH effect in the model 

which means that the model is Homoscedastic. Using the differenced values, the ARCH Effect 

was tested. That p-value of the model is above 0.05 which means that here is no ARCH effect. 
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Table 3: The EGARCH Test 

Parameters: 
Foreign Portfolio 

Investments 

Constant -0.055 

Coefficient 0.009 

P-value 0. 007 

ARCH   

EARCH 0.103 

p-value 0.512 

EARCH 

A 
0.061 

p-value 0.812 

EGARCH - 

p-value - 

All of the models are at first order difference 

 

The table above presents the EGARCH model of Exchange Rate and Foreign Portfolio 

Investments. The positive value of EARCH indicates that an unexpected increase in Exchange rate 

is more destabilizing on Exchange Rate than its unexpected or sudden decrease. However, if the 

magnitude is lower than its symmetric effect (EARCH_A) therefore, symmetric affect in Exchange 

rate dominates than its positive asymmetric effect. Foreign Portfolio Investments is significantly 

related to Exchange Rate with an inverse relationship. An increase in Foreign Portfolio 

Investments leads to a decrease in Exchange Rate of about -0.055 

 

Table 4: The Grange-Causality Test 

 

Table 4 presents the Granger-Causality of Exchange Rate to Foreign Portfolio Investments 

and vice versa. The model above shows that there is no granger causality between parameters. 

Therefore, there is no causal effect between exchange rate and foreign portfolio investments. 

 

Conclusion and Recommendation 

 

The development of the capital markets of emerging countries such as the Philippines has 

paved the way for the increasing inflow of capital investments from foreign investors globally. 

These FPI has been an important factor in improving the economic level of the host countries as 

explained by different benefits caused by these investment inflows. This paper examined the 

relationship between the Philippine Peso exchange rate and foreign portfolio level from the period 

of January 2005 to December 2014. The Augmented Dickey Fuller (ADF) test was utilized to 

check the stationarity of the variables used. The LaGrange-Multiplier Test of ARCH Test and 

Exponential Generalized Autoregressive Conditional Heteroskedasticity (EGARCH) was also 

used in order to determine the Philippine Peso exchange rate and FPI’s heteroscedasticity. Lastly, 

 Coefficient z-statistic P-value Decision 

Foreign portfolio investment    and  Exchange Rate 7.482 2.76 0.006 No Granger 

Causality Exchange Rate  and  Foreign portfolio investment     -0.003 -0.99 0.323 
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to examine the causation between the variables, the study used the Granger causality test on the 

Philippine exchange rate and foreign portfolio investment. Based on the results obtained from the 

empirical processes, the study found out that the exchange rate and FPI have no significant 

relationship. The historical movement of the exchange rate does not Granger-cause the future 

fluctuation of the Philippine FPIs for the period covered. 

Results of this study suggest that policy-makers may look at other macroeconomic 

variables that may significantly impact the level of FPI in the Philippines. In addition, the 

fluctuation of the FPI also does not influence the variability of the Philippine Peso exchange rate. 

Economists and policy-makers may look at other factors that may explain the volatility of the PHP 

exchange rate outside the level of FPIs. According to Ben Naceur, Bakardzhieva, & Kamar, (2012) 

and Jotikasthira, Lundblad, & Ramadorai, (2013), there were evidences that show that variability 

in exchange rate may be higher or more significant for some other factors such as bank lending 

and/or FDIs. To supplement this, the results may imply that foreign investors may be more 

interested on looking at other more preferred macroeconomic variables such as GDP per capita. 

Lastly, the results obtain may imply that foreign investors may see country risks such as exchange 

rate risk as a non-significant factor when deciding in their foreign investment decisions (Gard and 

Dua, 2014). Future researchers may try to look for other factors that that may significantly 

influence the movement of PHP exchange rate as well as the movement of the Philippine foreign 

portfolio investments. 
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Abstract 

 

 Survey shows that Filipinos are “now more concerned about planning their personal 

finances while at the same time trying to improve their financial security” (Citt’s Fin-Q Survey). 

However, very few Filipino households utilize financial products and services offered by 

commercial banks, specifically Unit Investment Trust Funds (UITFs). The researcher used 

Pindyck and Rubinfield’s (2005) Theory of Consumer Behavior as the theoretical framework for 

consumer behaviour, supported by various literature on behavioural economics and behavioural 

finance. The researcher used the learning organization framework in developing management 

strategies based on current and potential UITF investor preferences, which the researcher classifies 

as organizational inputs. 

This study examined the characteristics and investor preferences of current and potential 

UITF investors in the Philippines. This was done by conducting a survey and the data was 

examined using factor analysis. The author concluded that most of the respondents are non-UITF 

investors. The main preventive factor for not investing in UITF was lack of awareness. For current 

investor, the main driver was better earning potentials. Most of the respondents held salaried 

positions and aged below 30 years old. In general, the respondents value Fund Product Qualities 

then Trustee Qualities and lastly Investor Services. Also, the analysis identified that Performance 

Record, Reputation, Expertise and Transparency in Fund Management were the qualities that do 

matter for them. Based on the findings of the study, UnionBank should implement strategies that 

focus on investor education, improving fund product qualities, maintain and improve trustee 

qualities and providing adequate disclosures to clients. 

 

Key Words:  

 

UITF; preferences; investor; characteristic 
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Chapter 1: Problem 

 

Background of the Study 

 

 Universal and commercial banks are considered as the most important type of banks 

because they comprise approximately 90% of total assets of the entire banking system (Domingo, 

2012). Being the biggest among banks, Abola (2006) stresses that they are able to establish strong 

presence in urban areas and boast a large network of branches in different areas. As of June 2011, 

there are 4,764 Universal and Commercial Banks, 38 of which are Head Offices supervised and 

regulated by the BankoSentralngPilipinas (BSP, 2011). With these, Abolastates that commercial 

banks can cater medium to large companies and individuals in need of their products and services. 

A number of financial services banks can offer try to satisfy the need of the individual for financial 

security. 

According to Citi’s Financial Quotient (Fin-Q) Survey, Filipinos are more skilled at 

managing their finances at present (Morillo, 2012). Furthermore, Morillo quotes that with 

thePhilippines’ 52.6 points,up from46.6 points in 2008, Filipinos are “now more concerned about 

planning their personal finances while at the same time trying to improve their financial security”. 

Looking more closely, BSP’s first Consumer Finance Survey (2009) showed that there is only a 

small percentage of households that have investments in stocks, mutual funds, and/or fixed-income 

securities, including government securities. The survey data has illustrated that there are less than 

one per cent of households in NCR that invest in any of the mentioned financial instruments while 

the percentage of households outside NCR investments are negligible. Aside from the financial 

instruments stated in the survey, another type of these is the UITF. 

UITFs are open-ended pooled trust fund dominated in pesos or any acceptable currency, 

operated and administered by a trust entity and made available by participation (Trust Officers 

Association of the Philippines, 2009). It pools together funds of various investors and places it in 

government securities, bonds, stocks/equities, deposit products, and other similar instruments. 

Some of the banks that offer UITFs in the country are Banco De Oro (BDO Unibank), Bank of the 

Philippine Islands (BPI), EastWest Banking Corporation, Metropolitan Bank and Trust Company 

(Metrobank), and UnionBank of the Philippines. 

UnionBank, a universal bank, currently has 175 branches and 202 ATMs nationwide, as 

well as a call centre and an internet banking site (UnionBankph.com).  With a wide market base 

being served by the banking industry as well as it has various industry players, competition among 

banks is high. To obtain favorable position in terms of promoting banking products and services 

and to increase the number of existing clients, aggressive strategies should be developed and 

implemented. UITFs are one of the most profitable among the Trust products, thus management 

strategies of UnionBank should center on these. 

 

Problem Statement 

 

 Even with the Filipinos’ growing awareness on the relevance of wealth management, as 

stated by Citi’s survey, it is noticeable that few Filipinos utilize financial services such as mutual 

funds and UITFs. With this in mind, it would be worth pursuing the examination of one of these 

financial instruments, UITFsin particular, to be able to assess the needs and wants of current and 

potential UITF investors for the improvement of UITF product and services of UnionBank Trust. 

Thus the problem statement is phrased as follows: 
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What are the impacts of the investors’ preferred characteristics of Unit Investment Trust 

Fund on the management strategies of UnionBank Trust and Investment Services Group? 

 

Objectives of the Study 

 

To address the problem, the study seeks: 

1. To determine the characteristics of UITFs preferred by current and potential investors. 

2. To determine the appropriate management strategies that UnionBank Trust could adopt 

in relation to its UITFs. 

 

Theoretical or Conceptual Framework 

 

Theory of Consumer Behavior 

 

 
Figure 12. The Optimal Choice Model 

Source: Varian, 2006 

 

Pindyck and Rubinfield’s (2005) Theory of Consumer Behavior serves as the guideline in 

economics, finance, and marketing, and explains how consumers allocate their incomes for goods 

and services. Due to limited income and having numerous choices, consumers deal with trade-offs. 

Figure 1 illustrates that choices are subjected to budget constraints (what they can afford) and 

preferences (what they would like to consume). Pindyck and Rubinfield (2005) also point out that 

“economists assume that a consumer can rank various consumption possibilities. The way in which 

consumers rank the consumption bundles describe consumer preferences. Indifference can be used 

to depict different kinds of preferences” (p. 32). 

Behavioral economics also studies how consumers make choices depending on how a 

problem is framed. This uses insights from psychology and related fields (Varian, 2006). Based 

on literature, behavioral economics has been recognized as an important tool in financial industry. 

According to Chuah and Devlin (2011),  

Behavioural economics are useful in helping to explain various aspects of consumer 

behaviour in financial services markets. It is shown that an understanding of the 

implications of behavioural economics may help in fashioning a choice architecture that is 

more likely to bring the desired consumer response, from either a commercial or 

policymaking perspective. (p. 456).  

 

Indifference curve 

Budget Line 

Optimal Choice 
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Olsen (2010) stressed that a general theory of behavioral finance must include the 

assumptions of subjective perception, indeterminancy, and financial decision process. DeBondt, 

Forbes, Hamalainan&Muradoglu (2010) mentioned that behavioral finance is beneficial and can 

contribute to the financial industry, but stressing that there was an issue between the academic and 

the professional world when it comes to utilizing behavior finance research. Stronger partnership 

and dialogue is needed to bridge the gap according to the authors. A possible framework for 

understanding investor’s psychology is Nuerofinance. According to Sahi(2010), this tries to relate 

the brain processes to investment behavior. However, it is still a young discipline and most of past 

studies focus on trading behavior.  

 

 

 
 

Figure 13. The Learning Organization: Input / Output Model 
Adapted from Murray, Poole & Grant (2006) 
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Learning Organization Framework 

 

The process by which better knowledge and understanding help develop actions (Murray, 

Poole & Jones, 2006); organizational learning is described as the method within the organization 

to improve performance based on experience. The key output from the model is knowledge which 

directs competitive advantage and change. The authors also highlighted that the framework 

focused on “understanding what knowledge is and becoming more self-aware” (p. 271). Thus, this 

framework can serve as a backbone for this research in developing management strategy based on 

acquiring knowledge about current and potential UITF investor preferences. 

The researcher classifies the UITF characteristics and the investor preferences  as 

organizational inputs; the creation of strategies for UnionBank Trust as the learning organization 

inputs, whereas, competitive advantage will be the output. 

 

Research Hypotheses 

 The formulations of the following hypotheses are based on the findings of Panda and 

Tripathy (2001) and Rajeswari (n.d.) in Indian studies: 

1. The selection of fund products/services of investors is influenced by product qualities, 

trustee/sponsor qualities and investor services. 

2. Among the top underlying factors valued by investors are performance record, reputation 

of the firm, disclosure of investment objectives, method and fund valuation. 

 

Significance of the Study 

This paper offers additional empirical research on financial services,specificallyUITFs, in 

the Philippines. The researcher noted that studies on investor fund preferences have been limited 

to mutual funds and that studies on investor preferences in the Philippine setting have been scarce. 

This study hopes to determine the main reasons a Filipino investor would choose to invest in UITF. 

The researcher, being the head of the UnionBank Trust and Investment Services Group, 

would also like to gather empirical evidence to support future management initiatives. 

 

Scope and Delimitation 

This study is based on data collected to develop a marketing strategy for UnionBank’s 

Retail UITFwhich was conducted by the same author. Since the study was conducted for the 

UnionBank of the Philippines, the data presented in this paper is secondary in nature. Also, the 

researcher understands that the local funds business has a very wide scope, thusthefocus will be 

limited to UITFs in the Philippines. The study limits itself to determining what current and 

potential investors preferences of UITFs characteristics would be.  Other investment outlets such 

as mutual funds and variable life funds will not be included. 

The study will use current UnionBank UITF clients, UnionBank employees, and selected 

parents of University of Asia and the Pacific (UA&P) students as respondents for convenience. 

 

Definition of Terms 

1. Common Trust Fund – fund maintained by an entity authorized to perform trust functions 

under a written and formally established plan, exclusively for the collective investment and 

reinvestment of certain money representing participation in the plan received by it in its 

capacity as trustee, for the purpose of administration, holding or management of such funds 
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and/or properties for the use, benefit or advantage of the trustor or advantage of the trustor 

or of others known as beneficiaries. 

2. Central Bank –institution for the conduct of monetary policy. 

3. Bank – entities engaged in the lending obtained in the form of deposits. 

4. Trust Entity – any bank, investment house or a stock corporation duly authorized by the 

Monetary Board to engage in trust, investment management and fiduciary business. 

5. Unit Investment Trust Fund –open-ended pooled trust fund denominated in pesos or any 

acceptable currency, which is operated and administered by a trust entity and made 

available by participation. Each UITF product is governed by a Declaration of Trust (or 

Plan Rules) which contains the investment objectives of the UITF as well as the mechanics 

for investing, operating and administering the fund. 

6. Investor preferences – Behavioral and cognitive biases that influence UITF clients when 

choosing outlets. 

7. UITF characteristics – the product, fund manager and trustee qualities 

8. Management Strategies- plans and approaches of the UnionBank organization to increase 

profitability and market share. 

 

Chapter 2: Review of Related Literature 

 

Empirical literature are presented which study the behavior of investors in selecting 

financial services, the tool used to examine them and financial services and products availed by 

investors. 

 

Investment Choices and Consumer Behavior 

Clark-Murphy and Soutar (2005) studied the link between investment choices and 

consumer behavior. They aimed to identify the different share attributes favoured by individual 

investors and the investor segments that value the different share attributes. Using conjoint 

analysis, the author processed 488 valid questionnaires and found that the most important share 

attribute was company management then a stock’s market statues (i.e. speculative, growth, etc.) 

and finally a stock’s price trend. Clark-Murphy and Soutar (2005) identified four groups from their 

survey: explorers, risk-averse investor, traders, and contrarian investors; and concluded that there 

were investor segments that prefer different share attributes. According to them, these differences 

should be taken into consideration by Financial professionals when providing services and 

products. The authors recommended examining “how accurately those advising individual 

investors perceive their client’s preferences and attitudes, and how they take such opinions into 

account in client interactions” (p. 14). Haslem (2008) created a study to understand why investors 

employ financial investors in mutual fund selection. The frameworks he used were five measurable 

characteristics sold through broker and advisor channels. They found that investors asked the 

assistances of advisors because of their expertise, assurance that the estate is in order, idea about 

savings and other services they provide. They have also emphasized in their study that returns 

earned by MF investors are lower than the rational behavior paradigm of finance proposes. 

 



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

314 

 

Factors Affecting Mutual Fund Investor Demand 

Moreover, Duke and Upadhyay (2006) analyzed the factors affecting the demand of 

investors in mutual fund industry, the follow-on reaction of the mutual fund management 

companies and the impact on the investment and marketing performance of the funds. They 

concluded that in order to achieve the desired long term investment performance to entice more 

investors, investment style and specific fund’s characteristics should be given more attention. To 

obtain short-term marketing successes, fee reductions and introduction of new class shares may be 

beneficial,while for long-term benefits, achieving higher levels of investment performance for 

individual mutual funds may be focused on. 

Loyalty Marketing Programs 

On the other hand, Ferguson and Hlvanka (2007) assessed the banking industry’s 

expanding use of loyalty marketing programs to build profitable relationship with customers. 

Using innovative programs launched by various banks as data for the study, their findings showed 

that: 

“Banks are customizing their relationship-building strategies to create value propositions 

as unique as the institutions and customers they serve. When banks use loyalty programs 

to engender trust and build confidence in the brands, the customer relationship will develop 

organically, and so will profits. (p. 110). “ 

Therefore, building enduring customer relationship is imperative to bank growth.  

Preferences for Financial Investment Products 

In India, Sahi, Dhameja and Arora (2011) identified the predictors of preferences for 

financial investment products using CART analysis. They examinedthe different demographic, 

socio-economic and psychographic variables influenced investors’ preferences. With valid sample 

of 377 and applying classification and regression tree (CART) methodology, their study 

discovered that psychographic variables was the most important predictor of investment 

preferences with greater degree of risk, while demographic and socio-economic variables were 

considered as the most important to investors with lesser degree of risk. The sample wasthen 

divided based on occupation profile (government and non-government) for fixed returns based 

instruments and non-fixed instruments, the authors determined that psychographic variables was 

the most important predictors. The authors concluded that investment preferences were more 

understood if psychographic variables of customers were also studied and recommended doing the 

same study in the different countries for verification.  

Younger Generations’ Mutual Fund Investing Behavior 

Wang (2011) focused his research study on younger generation’s Mutual Funds’ investing 

behavior. He examined if age and gender affected investing behavior. His study sought to know 

how to cater to young generations in wealth management and hypothesized that knowledge and 

experience in investing as well as higher levels of income would influence the investing behavior. 

Using MANCOVA as statistical procedure, the study showed that age, income, experience, and 

knowledge were significant in the model while education contributed in their model 

insignificantly. Wang results’ suggested that, 

“The more experiences the respondents had, the more the respondents searched 

information about mutual funds and invested in mutual funds. With more experience, the 

respondents also perceived better performance from their investments in mutual funds. 
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However, experience did not influence how long the respondents maintained their 

investments in mutual funds.”(pp. 17-18). 

 

Results suggested that social and personal influences were important factors to examine in 

their investing behavior. Nga, Yong and Sellapan (2010) also conducted a study on young 

consumersand their financial awareness. They aimed to assess the level of general financial and 

products awareness among young adults. This paper filled the gap by developing measurement 

scales for both general and financial product awareness. The sample size of 280 college students, 

data was processed using Exploratory Factor Analysis. Results showed that the level of education 

and majors influence the youth’s awareness on the general and financial products; males were 

more aware about financial awareness. The paper verified the past studies that finance awareness 

should be incorporated among college level students’ education system.   

 

Factors Valued by Pakistani Mutual Fund Investors 

Same with Wang, Awan (2012) examined the factors valued by Mutual Fund investors in 

Pakistan. His problem statements revolved on factors valued, determinants of investors’ 

behaviorand demographic factors affecting their behavior. Using AHP and factor analysis, he 

revealed that investors’ age group and cities have impact on fund selection schemes while income, 

education level and occupation have no effect. Attributes such as past performance of a fund, the 

reputation of the investment company, the withdrawal facility, and company services for the 

investorhave greater impact on decision making. Rajeswari and Moorthy (n.d) used factor analysis 

to identify the influencing factors affecting mutual fund/scheme selection of Retail Investors in 

India. According to them, in the financial literature there were “no models which explain the 

influence of these “perceptions” and beliefs” on “Expectations” and “Decision Making” (p. 3). 

Therefore, these authors filled the gap. Based on their study, the three major factors analyzed were 

Fund/Scheme Qualities, Fund Sponsor Qualities and the Expected Investor Services. There were 

23 identified variables that were classified under three major groups. These variables were based 

on brainstorming session in Anantapur and Bangalore India and evidence from past research prior 

to the construction of the questionnaire. Some of the results were: the most preferred investment 

vehicle was Bank Deposits while Mutual Funds ranked 4th in order of choices. Growth Schemes 

were ranked first while based on the duration of operation, open-ended schemes were ranked 

primarily. Investors looked for safety first in Mutual Funds followed by good returns. Then scheme 

selection decision was made by respondents and other sources of influencing their selection 

decision were Newspapers and Magazines, Brokers etc. Lastly, respondents preferred to get the 

routine/special information like daily NAV, dividend, bonus, change in asset mix, etc. through 

automated response system.  

 

Investors’ Preferences and Priorities toward Mutual Fund Products 

With factor analysis as methodology, Panda and Tripathy (2001) aimed to track investor’s 

preferences and priorities towards different types of mutual fund products and to identify the key 

features in deciphering sustainable marketing variables in the design of a new mutual fund product 

as emphasized on their paper. Based on their results, the five key factors for Mutual Fund Product 

were: The Core Product, Investors Expectation, Service Behavior, Persuasive Promotion and 
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Investor Confidence. By identifying these factors, the authors stressed that they provided inputs 

on understanding investors and these would serve as a guide in designing mutual fund products in 

India. 

 

Investors’ Behavior towards the UTI Mutual Fund in Thoothukudi 

Balamuragan’s (2012) paper analyzed the investors’ behavior toward the UTI Mutual Fund 

in Thoothukudi. His objectives were to determine the investment pattern, influential factors, and 

level of satisfaction of mutual fund investors.  He tested the hypotheses that there was no 

significant relationship between gender and age with investment behavior; while, occupation of 

respondents, level of satisfaction, and income levels had significant relationship with their 

behavior. The results proved the following: 

1. No significant relationship between the gender of investors and the investment behavior 

towards the UTI schemes. 

2. No significant relationship between the age of investors and the investment behavior 

towards the UTI schemes. 

3. There is a significant relationship between the Educational qualification of investors and 

the investment behavior towards the UTI schemes. 

4. There is a significant relationship between the Occupation of investors and the investment 

behavior towards the UTI schemes 

5. There is a significant relationship between the investors' level of satisfaction and their 

behavior. 

 He concluded that the relevant factors stated earlier influence the investment behavior.He 

recommendedgaining deeper understanding on all types of investors and providing better services 

to them. Martenson (2008) aimed to contribute “how customer contact persons influence 

attitudinal and behavioral loyalty in three different customer groups, who differ in terms of their 

motivation and ability to understand stock market information” (p. 119). He tested three 

hypotheses: characteristics of the contact person are positively related to perceived relationship 

quality; relationship quality is positively related to relationship intentions such as commitment; 

and, relationship intentions are positively related to behavioral loyalty. Based on the results, all 

the hypotheses were supported. Findings showed customer contact person create behavioral 

loyalty. This paper dealt with the substantive areas of complex financial services and professional 

advice. Furthermore, the model tested in the study “is a micro-theory of the role of the contact 

person in developing and keeping loyal customer” (p. 121). 

 

The Effect of Advertising on Mutual Fund Cash Flows 

In Korkeamaki, Puttonen and Smythe’s (2007) paper, they studied the effect of advertising 

on mutual fund cash flows in the Finnish fund market. With the sample of 145 Finnish fund 
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families over the period of 1999-2004; using regression analysis framework, their results showed 

that the impact of advertising on fund families was relevant. The results are as follows: 

“Advertising when the fund family has top performing funds lead to higher flows andwhen they 

examine these relationships looking at specific media outlets, we find that newspaper and 

periodical advertising follow the same pattern” (p. 447). 

 

How Investors Assess Mutual Fund Performance Quantitatively and Qualitatively 

In addition, Wu, Chan, and Wu (2008) evaluated how investors assess mutual fund 

performance in both quantitative and qualitative manners. Using Delphi method and Analytical 

Hierarchy process (AHP) to design an assessment method, they found that Mutual Fund investors’ 

important criteria for evaluating mutual fund performance were Mutual Fund Style and Market 

Investment Environment. They recommended exploring the correlation between each criterion 

conducted in the study. Using risk utility frameworks, Niendorf and Ottaway (2002) examined the 

cause of market risk premiums and risk preferences of individual investors. Based on the artificial 

market, they have found that, 

“If investors have financial incentive to vary their risk preferences, or if investors of a 

constant risk preference vary the way they participate in the market under different market 

conditions, this could lead to time variation in market risk premiums. We find that the 

agents that trade in our artificial stock market have significant incentive to demonstrate 

different risk preferences under different market conditions. Specifically, during both bull 

and flat markets, agents have incentive to act in a risk-averse manner, and during bear 

markets, agents have incentive to act in a risk seeking manner. We also find that a 

hypothetical risk preference optimizing agent could outperform straight risk averters and 

risk seekers.” (p. 85-86). 

 

Marketing Financial Services to Hispanic American Consumers 

Steven and Plath’s (2006) examined Hispanic American and non-Hispanic White 

consumers for targeting and marketing financial services. They tested three hypotheses:  

1.    There are differences in the proportionate holdings of investment categories across 

Hispanic American and NHW investors that can be explained by controlling for household 

income levels. 

    2. There are differences in the proportionate holding of investment categories across Hispanic 

American and NHW households that can be explained by controlling for head of household 

age. 

    3. There are differences in the proportionate holding of investment categories across Hispanic 

American and NHW investors that can be explained by controlling for head of household 

educational attainment.  

Utilizing data from the 1998 Survey of Consumer Finances, they concluded that Hispanic 

American increased in size and relevance. Furthermore, Hispanics and non-Hispanic Whites differ 

in terms of financial product preferences, investment asset portfolio composition, breadth and 
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depth of financial holdings. These differences could be an opportunity for financial service 

providers due to the emerging of Hispanic American segment.  

Demographic Characteristics of Socially Responsible Investors 

Junkus and Berry (2010) observed the demographic characteristics of people who invest in 

socially responsible (SR) related funds and those who did not, as well as the statistical significance 

of the demographic factors. They tested six hypotheses:  

1. SR investors will not differ in age from non-SR investors. 

2. No difference in investment behavior between male and female investors 

3. Little difference in SR investment behavior and wealth level. 

4. There may be a correlation between education levels and wealth. 

5. Married investors are more likely to be SR investors. 

6. Those who are retired or employed might have the financial resources to include a non-

financial factor, such as SR, when making investment choices, while those with more 

limited means might be expected to concentrate exclusively on rate of return. 

They surveyed US-based, well-informed individual investors and discovered that a typical 

SR investor was female and likely to be single, younger, less wealthy and better educated than the 

non-SR investors, and SR investor differs significantly from non-SR investor. They recommended 

encouraging wealthier male investors to avail the socially responsible funds. 

Past studies state there are several factors and attributes that influence the investing choices 

of individuals, such as advertising, fund/company services, investment performance, occupation, 

and reputation of the investment company among others. By studying the different demographic, 

socio-economic, and psychographic variables, the authors found the different characteristics and 

buying behavior of different investors in several countries. In the case of the Philippines,studies 

on investor preferences in investment products are scarce, particularly on UITF. It would therefore 

be worth pursuing a study similar to these to assess and verify past studies and to improve UITF 

services and products. 
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Chapter 3: Methodology 

 

Research Design 

The study is descriptive in nature, using the survey method, mean analysis, and factor 

analysis. The data was generated for the UnionBank of the Philippines Trust and Investment 

Services Group, the proponent for this is the author; therefore, the data that will be presented in 

this paper is secondary in nature. This studyfocuses on identifying the profile and investment 

preferences of the respondents tobetter understand them in order to improve UITF products and 

services. 

For this study, a survey is created to identify the investor’s UITFselection criteria. This is 

patterned after Panda and Tripathy, Rajeswari&Moorthy’s (2001) study which used Factor 

Analysis for identifying key Mutual Fund features preferred by the respondents. The selection of 

the variables used for the UITF survey was based on the studies of Panda and Tripathy, 

Rajeswari&Moorthy (2001). The author included those variables which could be applicable for 

studying the UITF selection in the Philippines. 

Population and Respondents 

Conducting a survey enabled the researcher to observe clients’ decision and investment 

preferencesand gain primary information from the respondents. Neuhauser (2010) stated that 

usingsurvey method can be worthily applied in finance topics and stressed that it can improve 

one’s understanding of all finance areasbut cautioned future researchers to be careful to use the 

same rigor of survey technique with other research topics. UITF and non-UITF investors are the 

target respondents for this survey. For convenience, the researcher used UnionBank clients, 

UnionBank employees (20) and parents of UA&P students as respondents for the survey. 

 

Sampling Design 

The convenience sampling method employed is drawn on the basis of opportunity and 

accessibility of the target respondents (Adamchak, et. al. 2000). The results of this survey are only 

a representation of the entire investor population. The formula used for calculating the sample size 

is: 

 pp
m

z
n 








 1

2

 

 

Where z   = 1.645 for 90% confidence interval level 

m = 0.10 for margin of error 

p  =  0.50 for estimated value for the proportion of a sample that will respond a given 

way to a survey question 

 

The value arrived from this formula is 68, expected response rate is 60%, new sample size 

113. Furthermore, the researcher takes into account that 10% of the total respondents will not 

answer the survey, bringing thefinal sample size to 136 [68/(0.60-0.10) = 68/.50 = 136] expecting 

to receive 68 valid surveys.  
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Measurement and Instrumentation 

The survey to be used is adapted from Panda and Tripathy, Rajeswari&Moorthy’s (2001) 

survey.  Consultation with statistician determined that Cronbach alpha was not necessary due to 

the lack of relationship between the survey items (i.e. product qualities, investor qualities). Prior 

to processing the data using Factor Analysis, Kaiser-Meyer Olkin (KMO) and Bartlett’s test of 

sphericity will be implemented to determine the appropriateness of factor analysis. If KMO value 

is greater than 0.6 and Barlett’s test significance is <.05, the data is appropriate for factor analysis 

(Cohen, L., Manion, L., &Morrions, K., n.d.).The results were all greater than 0.6 and significant 

at the <.05 level, as shown in appendix B. 

 

Research Procedures 

The survey was distributed to current UnionBank clients and employees, and parents of 

UA&Pstudents by UnionBank officers. Respondents were guided on how to accomplish the survey 

and that their input will be used in developing marketing strategies. The officers stayed with the 

respondents to answer any questions. 

Factor Analysis was used to: 1) reduce the number of variables, and 2) detect structure in 

the relationships between variables that is, to classify variables (StatSoft.com). It is performed by 

observing the pattern of correlations between the observed measures (DeCoster 1998). Factor 

Analysis was conducted using Principal Component Analysis (PCA) to identify the underlying 

UITF selection criteria of the sampled respondents (investors). DeCoster states that “the purpose 

of PCA is to derive a relatively small number of components that can account for the variability 

found in a relatively large number of measures” (p. 3). The PCA model is illustrated below. 

Afterwards, the varimax rotation method was applied in the factor analysis. According to 

Abdi(n.d), this method makes the “interpretation simple because each of original variables tends 

to be associated with one (or a small number) of factors, and each factor represents only a small 

number of variables” (p. 3). 

 

 

Figure 14. Principal Components Analysis Model (DeCoster) 
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Data Analysis 

Survey results wereanalyzedusing mean and factor analysis. The Statasoftware was used 

to run the model. 

 

Assumptions of the Study 

The researcher assumes that the survey will be sufficient to measure the preferences of the 

respondents.   

 

Methodological Limitations 

 The analysis of the study is based on the survey results. The results are limited based on 

the soundness of the survey and the sample size of UITF and non-UITF respondents. 

 

 

Chapter 4: Results 

 

The actual survey was conducted from January 31 to March 13, 2012, was discontinued 

and thencompleted November 16, 2012. A total of 127 respondents were surveyed. The 

respondents were UITF and non-UITF investors. Of the 127, 100 responses were considered valid 

for analysis while 22 surveys were not returned to the researcher.  Of those surveyed, 20 were 

UnionBank employees. Five responses were considered invalid because they were not answered 

properly and were therefore not included in the data processing. Overall, the researcher was able 

to obtain an 83% response rate. 

 

Demographic Profile 

Figure 4 shows that66% of the total respondents were female while 34% were male. Of the 

99 respondents, majority were 30 years old and minority were above 50 years old. 

 

 
N = 99 

Figure 15. Gender 
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N =99 

Figure 16. Age 

 

Figure 6 and 7 shows the educational attainment and occupation of the 99 respondents. 

Majority are salaried university/college degree holders.. 

 

 
 

Figure 17. Educational Attainment 
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Figure 18. Occupation 

 

 

Respondents’ Investment Profile  

This section reports the respondents’ investment profile in terms of UITF. Figure 8 shows 

the percentage ofUITF and Non-UITF investors. 

 
N = 100 

Figure 19. UITF Investors 
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   Table 7. 

Reasons for not investing in UITF 

Variable Rank Mean Std. Dev. 

UITF Awareness 1st 1.87 1.03 

Returns not assured 2nd 2.59 1.06 

Lack of capital for UITF 3rd 2.61 1.28 

Risky 4th 2.96 0.87 

N = 54 
Lowest mean is the first influencing factor 

 

  

Table 1 reflects the reason investors do not invest in UITFs while table 2 reflects the main 

reason investors invest in UITFs.  

 

Table 8. 

Reasons for investing in UITF 

Variable Ranking Mean Std. Dev. 

Better earnings potential 1st 1.88 1.50 

Professional Fund Management 2nd 3.47 1.81 

Liquidity 3rd 3.71 1.65 

Diversification 4th 3.82 1.74 

Affordability 5th 3.82 1.78 

Transparency 6th 5.53 1.74 

Regulated Product 7th 6.29 1.65 

Exempt from Reserve Requirement 8th 7.47 0.72 

N = 17 

 

Table 9. 

Influencing factors for investing in UITF 

Variable Ranking Mean Std. Dev. 

Self-Evaluation 1st 1.82 1.45 

Friend's Suggestion 2nd 2.83 1.67 

Brokers and Agents 3rd 3.58 1.64 

Newspaper/Magazines 4th 4.81 1.40 

Direct/E-mail 5th 4.90 1.80 

Internet 6th 4.92 1.69 

Television and Commercials 7th 5.08 1.63 

N = 77 

  

Table 3 shows that the most influencing factor for investing in UITF was self-evaluation 

while the leastwas Television and  Commercials. 

 



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

325 

 

 
Figure 20. Influencing Qualities for UITF investment 

   

 

Most of the respondents primarily looking for the Investor Services in UITF investments 

with Total Return of Investment as their main objective. 

 

 
 

Figure 21. Investment Objective 

 

UnionBank being among the top performers in the last five years affects the willingness 

on investors to invest in UnionBank UITF as shown in Figure 11. 
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N = 100 

 

Figure 22. Investing in UnionBank UITF 

 

 

The respondents’ annual incomesbrackets are reflected on Figure 12 with majority being 

below 1M.  

 
 

Figure 23.Income 
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Figure 24.Percentage of Income for Investment 

 

Figure 13 exhibits the percentage of income that respondents are willing to allocate for 

investment and most prefer to receive investment updates via Email. 

 

Table 10. 

Modes for receiving updates and performance 

 Ranking  Mean Std. Dev. 

Email/Internet 1st 2.26 1.42 

Smartphone 2nd 2.91 1.25 

Personal contact/Visit 3rd 3.06 1.73 

Direct Mail 4th 3.27 1.31 

Telephone 5th 3.46 0.99 

N =78 

Factor Analysis Results 

“The Factor Analysis is based on the fundamental assumption that some underlying factors, 

which are smaller in number than the number of observed variables, are responsible for the 

covariation among the observed variables” (Kim and Mueller 1978a, 6 as cited in Apuyan 2006, 

p. 145). It is used to reduce the number of variables and to detect structure in the relationships 

between variables; with this, the researcher may be able to group into factors the investors’ UITF 

selection preferences based on various attributes.  

This section presents the factor analysis results for the three qualities: Fund Qualities, 

Trustee Qualities, and Investor Services.  

Fund Product Qualities: Table 5 presents the ranking of Fund Product Qualities that are 

relevant to investors,Performance Record ranking first. 
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Table 11. 

Mean Ratings of Fund Product Qualities 

Variable Ranking Mean Std. Dev. 

Performance Record 1st 1.16 0.44 

Reputation of fund and portfolio manager 2nd 1.61 0.80 

Trust Fees 3rd 1.85 1.06 

Portfolio constituents 4th 1.97 0.94 

Withdrawal Facilities 5th 1.98 0.91 

Innovativeness 6th 2.06 1.09 

Expense Ratio 7th 2.08 0.88 

Rating by Rating Agency 8th 2.09 1.01 

Fund Brand Name 9th 2.11 0.95 

N = 100    

  

 To identify the UITF selection preferences of investors based on several Fund Product 

Qualities, factor analysis was implemented. Prior to analysis, Kaiser-Meyer Olkin (KMO) and 

Bartlett’s test of sphericity were done to determine the appropriateness of factor analysis. The test 

results revealed that factor analysis was suitable for studying Trustee and Investor Services 

Qualities. Detailed results of the Kaiser-Meyer Olkin (KMO) and Bartlett’s test of sphericity could 

be found in the Appendix. 

Based on Kaiser Criterion, three factors were retained. Table 6 shows that Factors 1, 2, and 

3 explained a total of 66% of the variance. 

   

Table 12. 

Factor analysis/correlation 

Factor analysis/correlation        

Method: principal-component factors       

Rotation: (unrotated)         

Factor  Eigenvalue Difference  Proportion   Cumulative 

Factor1   3.79 2.63 0.42 0.42 

Factor2  1.16 0.15 0.13 0.55 

Factor3        1.01 0.24 0.11 0.66 

Factor4     0.77 0.13 0.09 0.75 

Factor5   0.64 0.13 0.07 0.82 

Factor6    0.52 0.07 0.06 0.88 

Factor7    0.45 0.07 0.05 0.93 

Factor8    0.38 0.11 0.04 0.97 

Factor9    0.27  .  0.03 1.00 

   

To get a clearer pattern on the relevance of each variable, varimax rotation was done. After 

rotation, factor 1 accounted for 28% of the variance; factor 2 for25% and factor 3 for 14%; total 

variance was 66%. Furthermore, the varimax rotation supported that three factors have emerged. 

Similar with Rajeswari and Moorthy (2001), each factor is composed of variables having factor 



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

329 

 

loadings greater or equal to 0.5. Table 8 presents the list of attributes under factor 1 (Fund 

Management and Reputation), factor 2 (Inherent Qualities of Fund) and factor 3 (Performance). 

 

Table 7. 

Factor analysis/correlation (OrthoganalVarimax) 

Factor analysis/correlation      

Method: principal-component factors        

Rotation: orthogonal varimax (Kaiser off)  

Factor  Variance Difference  Proportion    Cumulative 

Factor1 2.48 0.23 0.28 0.28 

Factor2 2.25 1.00 0.25 0.52 

Factor3  1.24  .   0.14 0.66 

LR test: independent vs. saturated:  chi2(36) =  283.79 Prob>chi2 = 0.0000 

 

Table 8. 

Summary of Attributes under Factor 1, Factor 2 and Factor 3 

Characteristics Factor Loadings 

Factor 1 – Fund Management & Reputation   

Reputation of fund and portfolio manager 0.79 

Withdrawal Facilities 0.78 

Rating by Rating Agency 0.64 

Trust Fees 0.63 

 

Table 8. (continued) 

Summary of Attributes under Factor 1, Factor 2 and Factor 3 

Factor 2 – Inherent Qualities of Fund   

Fund Brand Name 0.73 

Expense Ratio 0.76 

Portfolio constituents 0.52 

Innovativeness 0.64 

Factor 3 – Performance   

Performance Record 0.92 

 

Trustee Qualities: Table 9 shows the ranking of Trustee Qualities that are significant for 

investors with Reputation of Trust Institution and Expertise in Managing Money equally most 

important. 
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Table 9. 

Mean Ratings of Trustee Qualities 

Variable Ranking Mean Std. Dev. 

Reputation of Trust Institution 1st 1.22 0.44 

Expertise in Managing Money 1st 1.22 0.58 

Trust Institution various products 2nd 1.47 0.70 

Developed Network/Infrastructure 3rd 1.65 0.78 

Efficient Research Wing 4th 1.71 0.77 

Trust Institution's Brand Name 5th 1.88 0.84 

N = 100    

 

Based on Kaiser Criterion, only two factors with eigenvalue of 1.0 or higher were retained; 

Factors 1 and 2 explained a total of 66% variance. 

 

   Table 10. 

                           Factor Analysis/Correlation  

Factor analysis/correlation        

Method: principal-component factors       

Rotation: (unrotated)         

Factor  Eigenvalue Difference  Proportion   Cumulative 

Factor1   2.95 1.92 0.49 0.49 

Factor2  1.03 0.38 0.17 0.66 

Factor3        0.65 0.10 0.11 0.77 

Factor4     0.54 0.06 0.09 0.86 

Factor5   0.48 0.14 0.08 0.94 

Factor6    0.34   .     0.06 1.00 

N = 100 

 

After varimax rotation, factor 1 accounted for 44% of the variance while factor 2 

accounted 22%. Overall variance was 66%, shown in Table 11. Furthermore, the varimax 

rotation supported that there were two factors: factor 1 (Proficiency) and factor 2 (Image). 

 

Table 11. 

Factor Analysis/Correlation 

Factor analysis/correlation      

Method: principal-component factors        

Rotation: orthogonal varimax (Kaiser off)  

Factor  Variance Difference  Proportion    Cumulative 

Factor1 2.65 1.32 0.44 0.44 

Factor2 1.33      .  0.22 0.66 

LR test: independent vs. saturated:  chi2(15) =  168.33 Prob>chi2 = 0.0000 
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Table 12. 

Summary of Attributes under Factor 1 and Factor 2 

Characteristics Factor Loadings 

Factor 1 – Proficiency   

Trust Institution various products 0.77 

Developed Network/Infrastructure 0.75 

Efficient Research Wing 0.80 

Expertise in Managing Money 0.77 

Factor 2 – Image   

Reputation of Trust Institution 0.92 

Trust Institution's Brand Name 0.59 

 

Table 13. 

Mean Ratings of Investor’s Services 

Variable 
Rankin

g 

Mea

n 

Std. 

Dev. 

Disclosure in advertisement of objectives, method and periodicity 1st 1.58 0.82 

Announcement of Net Asset Per Value on every trading day 2nd 1.72 0.98 

Disclosure of deviation of investment from expected pattern 3rd 1.79 0.89 

Disclosure in in offer documents of objectives, method and 

periodicity 
4th 1.83 1.04 

Disclosure of investment on every trading day 5th 1.93 1.00 

Fund grievance reparation machinery 6th 2.05 1.07 

Free Services/Perks 7th 2.12 0.92 

 

Investors’ Services: Table 13 exhibits that Disclosure in advertisement was the most 

important for investors in terms of Investor’s Services.Only one factor with an eigenvalue of 

4.28was retained based on Kaiser Criterion; the component explained a total of 61% variance.  

Table 14. 

                           Factor Analysis/Correlation  

Factor analysis/correlation        

Method: principal-component factors       

Rotation: (unrotated)         

Factor Eigenvalue Difference Proportion Cumulative 

Factor1   4.28 3.56 0.61 0.61 

Factor2  0.72 0.05 0.10 0.71 

Factor3        0.67 0.12 0.10 0.81 

Factor4     0.54 0.21 0.08 0.89 

Factor5   0.33 0.02 0.05 0.93 

Factor6    0.30 0.13 0.04 0.98 

Factor7    0.17  .  0.02 1.00 

N = 100 
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Varimax rotation revealed the same variance values and only one relevant factor; all 

variables have factor loadings greater than 0.5 and weretherefore grouped as one, shown on Table 

16. 

 

Table 15. 

Factor Analysis/Correlation  

Factor analysis/correlation      

Method: principal-component factors        

Rotation: orthogonal varimax (Kaiser off)  

Factor Variance Difference Proportion Cumulative 

Factor1 4.28 .  0.61 0.61 

 LR test: independent vs. saturated:  chi2(21) =  385.88 

Prob>chi2 = 0.0000 

 

Table 16. 

           Summary of Attributes under Factor 1 

Characteristics Factor Loadings 

Factor 1 – Investor Confidence  

Advertisement of objectives, method and periodicity 0.69 

Disclosure in offer documents of objectives, method and 

periodicity 
0.80 

Announcement of Net Asset Per Value on every trading day 0.76 

Disclosure of deviation of investment from expected pattern 0.87 

Disclosure of investment on every trading day 0.82 

Fund grievance reparation machinery 0.85 

Free Services/Perks 0.66 

 

Chapter 5: Discussion 

The results suggest that there were few UITF investors among the respondents; the main 

preventive factor being the lack of UITF awareness which is a possible hindrance in increasing 

UnionBank’s potential clients. This indicates that strategies should focus on investor education on 

the product and its risks. As with Rajeswari and Moorthy (2001), this survey reveals that Self-

Evaluation is the key influencing factor in fund investment selection. The researcher agrees with 

the authors’ arguments that information dissemination through all possible cost-effective routes 

must be tapped. Due to most of the respondents’ lack knowledge on UITF, they prefer to make 

personal decisions on this matter; as such, providing them access to UITF information in an easier 

and less technical approach is beneficial for trust entities which emphasizing ‘better earnings 

potential’ as this is their main reason for investing. Of the 100 respondents, 28 Non-UITF 

respondents are willing to invest in UnionBank and 35 Non-UITF respondents may possibly invest 

given that they have an idea about the bank, its performance, and UITF products. This openness 

sets a better platform for investment promotions. UnionBank may improve existing products or 

create new products to tap the younger salaried market segment, majority of respondents.   
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In general, the respondents value Fund Product Qualities, Trustee Qualities, and Investor 

Services. The findings are congruent with past studies of Panda, Tapan&Tripathy(2001).Analysis 

identifies that Performance Record, Reputation, Expertise and Transparency in Fund Management 

are the qualities that matter most. Therefore, the bank should continue maintaining its strong 

performance and reputation in developing products by continuous research and development 

focusing on Inherent Qualities of the Fund, Fund Management and Proficiency, Reputation and 

Image, and Investor Confidence. 

The findings of the PCA and mean analysis support the hypothesis that investor selection 

of fund products or services is influenced by product qualities, trustee/sponsor qualities and 

investor services. The mean analysis also supports the hypothesis that the top underlying factors 

valued by investors are performance record, reputation of the firm, disclosure of investment 

objectives, method and fund valuation. 

 

Chapter 6: Summary, Conclusion and Recommendations 

 

Summary  

At present, more Filipinos are proficient at managing their finances (Citi’s Financial 

Survey). However, there are still some Filipinos who put their funds in financial investments such 

as stocks, mutual funds, fixed-income securities, and unit investment trust (BSP). With this in 

mind, it is worth pursuing the examination ofone of these financial instruments, UITFs, to assess 

the needs and wants of current and potential investors for the improvement of UITF product and 

services of UnionBank Trust.A survey and mean and factor analysis were used to address the 

objectives of this study. 

 

Conclusion 

Majority of the respondents are non-UITF investors due to product lack of awareness; most 

of whom are below 30 years of age and hold salaried positions. Respondents identify self-

evaluation as their key influencing factor in fund investment selection with better earning potential 

as the main motivation for current UITF investors.Most of the respondents are willing to put five 

to ten per cent of their income in UITF.  

In general, the respondents value Fund Product Qualities then Trustee Qualities and lastly 

Investor Services. Also, the analysis identifies that Performance Record, Reputation, Expertise and 

Transparency in Fund Management are the qualities that do matter for them. 

 

Recommendation 

It is suggested that further studies on currentUnionBank UITF investors be surveyed to 

determine their preferences to develop and improve management strategies. Future studies could 

also segregate the investors by gender, age, educational attainment, and income level to determine 

differences in preferences. In addition, case studies that are longitudinal in nature may be 

conducted as supplements. 

 Based on the findings of the study, UnionBank should implement several steps to gain 

competitive advantage in the funds business. These strategies include: (1) investor education on 

the benefits of UITFs; (2) ensuring the fund product qualities desired by the investors are intact 

(acceptable performance records, reputable fund managers and manageable trust fees); (3) taking 
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steps to attain the trustee qualities desired by the investors (reputation of the Trust institution and 

highlighting the bank’s expertise in fund management); and (4) providing adequate disclosures to 

clients. 

 Marketing strategies should center on the factors on what investors value. These are: the 

performance record, the untarnished reputations of the fund managers, affordable trust fees, the 

trust institution’s expertise in fund management, and on disclosing product qualities to current 

and potential investors. 
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Abstract 

Sustainable event tourism has been a buzz word reflecting suggested approach to tourism 

destination competitiveness. This research study is included in the DLSU-URCO funded project 

entitled “Development of “Catanduanes Reef Break”: A Case with an Accompanying Teaching 

Note on Event Sustainability”. The aim of the study is to uncover factors that will attract 

participants to destination music festivals particularly the Catanduanes Reef Break 2016  (CRB) 

to make the event sustainable and determine customer satisfaction. The research tools used are 

combinations of quantitative survey and qualitative observation methodologies to obtain more 

consistent results. These will enable event organizers and tourism officials to strategize and 

develop promising engagement activities for participants to future destination festivals (in the 

Catanduanes area and neighbouring Bicol provinces). 
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Tourism; event sustainability; destination events 
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Introduction 

 

The Festival is a type of themed special event that involves a sense of celebration and an 

experience enjoyment among its participants (Ma & Lew, 2012). Therefore, music festival is an 

event that uses music to celebrate and brings joy to its participants. Festivals are being employed 

as tools in destination image-making, re-positioning strategies, and branding (Getz, 2010).  

Furthermore, destination music festival aims to raise awareness of a particular place including their 

local products, wonderful places, and variety of artists. It can also provide tourism wherein local 

communities can benefit from (Arcodia & Whitford, 2006).  Nonetheless, festivals that 

“…marketed for tourism…, increasingly lack meaningful connections… This is not necessarily 

bad, but it does present different challenges to different types of celebrations.” (Ma & Lew, 2012). 

In the Philippines, the destination music festival is emerging in many parts of the country. 

And apparently, each of the destination music festival has different requirements wherein 

organizers must specifically know what kind of quality of its services, maximize its potentials and 

reach its sustainability in order to achieve success. Getz (2010) revealed that festival’s theme are 

being made by the organizers and should not always be associated with the social/cultural 

phenomenon. He also added that researches can be done through comparative and cross-cultural 

studies. 

One study has shown that “failing to be attractive to both tourists and local residents is that 

event organizers de-contextualize or mis-contextualize the festivals” (Ma & Lew, 2012).  Tourists 

attend festivals because they have certain expectations, including historic or geographical 

experiential value (Ma & Lew 2012, Yang, Gu and Cen, 2011). It is also possible that participants 

attend according to Arcodia & Whitford, (2006) because “Festivals also encourage a more 

effective use of community resources by giving organizers and participants the opportunity to 

explore local resources...”. Gibson and Connell (2007) also stated that “music tourism destinations 

are capable… of enticing tourists inside and inviting them to feel part of a musical community”. 

Consequently, “to fully understand and create knowledge about festivals it is also necessary to 

consider ….. why people attend (or do not)...” (Getz, 2010) 

 

Objective and Scope & Limitation 

 

This research examines the reasons why guests of Catanduanes Reef Break 2016 attend the 

destination music festival. It draws out factors best identified by event guests that ensure their 

satisfaction in pursuing such festivity.  

Philippines destination music festivals are surprisingly of minimal information and have 

limited researched or scientific studies. Hence, this study while it itemizes the significances of 

various destination festivals focuses on the Catanduanes Reef Break event of 2016 (CRB 2016); 

and results made from the qualitative and quantitative surveys are reaffirmed through a cross-

reference with various related literature from similar destination musical events. Further, in the 

absence of the concrete scholarly results and references, this paper would be a start up point to 

succeeding guest satusfaction studies amongst musical events held in distinct locations. 

Also, to further  sieve the parameters of cross-reference events, the study identified three 

events covering the following filters: (1) organized by one group/company/coordinator; (2) 

comprised of an activity and music sub-events; (3) activities are more than one full day; and (4) 

event location is outside Mega-Manila. 
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Methodology 

 

To appreciate the results on which factors affect event goers to destination music festivals 

such as the CRB 2016, the proponents conducted random quantitative survey to more than 100 

participants during the event dates (May 19-21, 2016). The questionnaire was designed distinct to 

the sub-events comprising of: (1) sports, i.e. water surf and skate board activitites; and (2) musical 

program, i.e. bands and disc jockeys fashioned for three (3) whole days in the island of 

Catanduanes. The design was also patterned from an ongoing case study in relation to the 2015 

CRB event. 

The qualitative method on the other hand presents the list of inspections observed by the 

researchers during the 3-day event. The results are categorized based on similarities of inspection, 

accompanied by verbal confirmation without aided and probing-leading questions. When needed, 

verbal confirmation (not more than 2 questions) are closed-ended queries answerable by “Yes or 

No” replies. 

 

Related Literature 

 

The related literature was derived from the following Philippine destination music 

festivals: Malasimbo Music Festival in Puerto Galera, Oriental Mindoro; Summer Siren in Crystal 

Beach, Zambales; Soul Surf Festival in San Juan, La Union; and Catanduanes Reef Break in 

Puraran, Catanduanes. These festivals were chosen for the following factors: one major organizer, 

one specific location, 2-3 days duration, and various packages. 

Malasimbo Music Festival in Puerto Galera, Oriental Mindoro was launched in 2011  by 

the D’Aboville Foundation and Volume Unit Entertainment. The festival is structured on “Four 

Pillars” namely: Music, Arts, Environment, and Indigenous People. They aim to combine Filipino 

heritage, international artists and social responsibility through the event. The festival is located at 

the foot of Mt. Malasimbo where local and international artists perform, art installations can be 

viewed and local culture of the Mangyans can be experienced.  According to the founder Hubert 

D’Aboville “Instead of bringing the Filipino around the world, we want the world to come to 

Puerto Galera”(Oriel,2015). Puerto Galera has white sand beaches, mountains and falls that 

tourists enjoy exploring. According to the Asianparent.com, Malasimbo is an excellent place for a 

family friendly party vacation since it allows families to be disconnected from technology, the 

venue can be considered as a huge playground for children and the program is designed for parents. 

“Kids have always been a part of the Malasimbo Festival,” says Co-founder and Festival 

Director Miro Grgic. “We have many kids coming to the festival and they all play on the grounds 

anyway,” (Sy,2016). Stylebible.ph mentioned that the reason Malasimbo gained a cult following 

was because the artists are well-curated and passionate about their craft, the program was well 

planned for the discerning music lovers, there are various activities for everyone to be entertained 

aside from the evening performances such as yoga, capoiera, tours, and kite boarding exhibition, 

The entire venue is conducive to relaxing and appreciating music and arts. The art installations 

were social media worthy to upload (Jocom, 2016). 

Tim Yap from philstar.com observed that the vibe of Malasimbo brought people from 

various fields together because of the good music and good company. There were a lot of activities 

offered to the participants such as lit up hula hoops, glow in the dark gadgets, and poi. Interesting 
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dishes from the food booths were available to guests such as the now famous Daba Dobo, the 

founder of the festival’s version of adobo and kesong  puti panini.  

Another festival that is gaining a following is Summer Siren in Zambales.  It is located in 

Crystal Beach in San Narciso that has an expansive beachfront and is considered as a popular 

surfing spot. The festival was launched in 2014 by Travel Factor and it combined 3 factors such 

as Beach, Play and Party.  There are various activities that were enjoyed by the guests such as the 

rave party with international and local DJs; flow, poi and fire dancing workshops, exercise classes; 

glamping accommodations;  make your own art; giant beer pong; free iced tea drinks; and live 

performances from well know artists (Andres,2016). Airra Daniel of Balikbayanmag.com 

observed that Summer Siren was able to provide clean bathrooms, food booths, well known artists 

and various activities to keep all guests entertained such as yoga and poi dancing. 

In 2013, STOKEDINC. in cooperation with La Union Surf School organized the Soul Surf 

Festival in La Union.  La Union is considered as a top surfing destination with waves suitable for 

beginners to professionals. Philip Manahan the organizer stated that the inspiration for the event 

was "We wanted to do something more than a collection of local and international artists, we tried 

to focus on the participation and experience of each of our patrons by providing venue and platform 

such as music, surfing, festive food and DIY arts to spirit them away from their binding routine 

and encourage them to commit to something communal driven and personally galvanizing. 

Everyone was in the same moment, everyone had their own process and we were all turned into 

storytellers,” (Choose Philippines, 2013). The organizers combined Music, Surfing and Art to keep 

participants entertained before the musical performances.  There was a surfing competition, 

international and local musicians, surf lessons, beach sport competitions, film exhibits, carnival 

games and live art  

In 2014, Surf4Ezra organized the Catanduanes Reef Break a Surf, Skate and Music Festival 

in Puraran, Catanduanes is located in the Bicol Region and has white sand beaches and falls for 

tourists. Attendees enjoyed various activities such as surf lessons at the CRB surf clinic,  bikini 

open, music from various artists and surf and skate competitions  

 

Framework 

 

 
Figure 1. Six P’s of Event Marketing 
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This study uses the six P’s of event marketing of Preston as a guide to clearly understand 

and implement the factors that contribute in a destination music festival that will surely interact 

with the participants. These six P’s of event marketing is composed of place, process, product, 

price, promotion and people.  

 

Place 

The Place is where all the actions are taken into place. In a destination music festival, the 

place is the number one essential factor, because the organizers mostly aim to boost the travel and 

tourism industry of the chosen location. In place, it is incredibly important to consider and plan 

the different modes of transportation going to the chosen location for the convenience of the 

customers. Moreover, since destination music festival events are participated by hundreds of 

people, the organizer must also consider the layout or architectural design of the whole place. 

Nevertheless, there are studies that the place is a huge factor why participants attend in a 

destination music festival. 

 

Process 

The Process in six p’s of event marketing is controlling the quality of the product, services 

and most especially the procedure from the start until the end of the event.  It includes the steps of 

getting the products and passing it to the customers. The destination music festival organizers must 

have an accurate plan in each possible scenario to guarantee the success of the event. In addition, 

the organizers of destination music festival have to consider the flow of all the P’s in an event 

marketing. 

 

Product 

The Product is the goods or services offered to the customers. This is defined as the end 

benefit of the customers given by the organizers. In a destination music festival such as 

Catanduanes Reef Break, the products are music festival, surfing competition and downhill 

skateboarding competition. Furthermore, in terms of sponsorships, the destination music festival 

organizers must consider the arrangement of the agreement. 

 

Price 

The Price determines the value the event. It has to be the right amount in order to reach the 

win-win relationship with the customer that leads to repeat purchase. The destination music 

festivals, mostly sell their product through packages since the participants attend in a group. The 

destination music festival organizer must do research on how much does their product sell that is 

affordable to its target market including the people who join the competitions. 

 

Promotion 

Promotion is mainly the distribution of the information to its target market through 

different channels such as radio, newspapers, television, and online forms. However, the 

organizers must know-where to place their advertisements in order to capture the right target 

market. Clearly, in destination music festival, the organizers influence and encourage the target 

market to attend and participate in the event. 
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People 

Interestingly, some people think that People refer to customer, but it is not. The People are 

all the stakeholders,; persons who are involved in the business from the managers down to blue 

collar level. In a destination music festival, the People are the organizers, local government, 

tourists, sponsors and especially participants. People are very important in a destination music 

festival because they are the face of the event.   

Moreover, participant is part of the People who are very essential, without participants the 

event is automatically unsuccessful. The participants’ satisfaction in a destination music festival 

will lead them to attend again on the next event or perhaps influence other friends to attend the 

event. They will be the basis of the success of the destination music festival if they will go back 

and buy products from that place even without the event. They will be the one who will spread the 

experiences they encountered in attending the music festival. Therefore, the participants are the 

reason why a destination music festival exists. In other words, a business is not a business without 

the customers. Hence, the destination music festival organizers should know well the participants 

in order to strengthen the factors why they attend such event. 

It is clear that a destination music festival revolves around the six P’s of event marketing.  

Thus, this study focuses on the participants’ perception and other valuable  factors that motivate 

them to attend. 

 

Findings 

 

a. Survey 

Demographic results for the survey revealed that men (65%) are likely to attend destination 

music festivals covering sports and music. While majority of event goers are within the age range 

of 18 to 25 years old (57%), followed by the 26 to 35 years old (17%). This means that destination 

music festivals largely captures the millenials as its target market. 

Results also showed that there is no siginificance if guest is a first-time attendee or have 

experienced a destination event. The equal relationship of results presents that each new attendee 

may have been influenced by an experienced event goer to pursue attending destination festivals. 

However, it was evident that most of the partipants have 2 or less than years in attending events 

with inculcated surfing activities (1-2years, 27%; and less than 1 year, 25%). This may also 

represent that respondents are likely those who have been recently introduced to surfing, and/or 

event goers observing destination events but trying an alternative activity involving water surf. 



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

343 

 

 
 

Respondents replied various factors influencing their decision to attend destination events. 

However, when asked which among the factors they have identified as a main reason or influencer, 

majority responded that “Artist/Program” is the majority feedback (23%). This means that while 

price/package and location are frequently considered as a driver to attend events, the satisfaction 

of guests would be measured with the artist/program designed for the festival. 

In relation to the CRB 2016, 43% mentioned of respondents mentioned that they attended the CRB 

because of the artist/music; followed by surf events and other activities, both with 14% respondent 

share. Therefore, regardless of the musical line up is a top driver for event goers regardless what 

activities or sports design will be conducted with CRB. Also, favourable results were evident when 

83% of respondents said they will recommend CRB to their friends and family. 

b. Observation 

The results of the observation (CRB 2016) were harmonized using the following categories: 

 Registrations/Payment. CRB 2016 introduced digital features in registration thorugh an online 

portal. Further it initiated an RFID event membership which identifies guests according to 

package type and distinct event privileges. However, it was observed that day-pass goers (i.e. 

onsite/walk in) are less aligned to the digital offers; hence making it more difficult to manage 

food purchase via the RFID links. 

 Logistics/Transportation. CRB destination was held in the subdued area of Puraran. The 

location is a hindrance for participants with challenges in terms of transport. Likewise, transit 

of goods was also difficult for those without vehicles; while many of private vehicles are not 

allowed within the event premise as parking is not sufficient for the guests. 

 Accommodation/Food. Participants found the food prices expensive compared to its serving 

size. Further, there are limited choices for snacks as there are less food booths during the event 

but solely limited to the resorts snack bars (i.e. expensively priced). It was also observed that 

the implementation of the RFID for food purchase was disorganized and resulted to queing, 

late order services, and food cancellation. While comfort rooms and bathing facilities are 

limited to campers and day-trip guests which steered negative comments from event goers. 

 Artist/Program. Guests presented positive reaction and acceptance to every musical event. 

While there have been suggestion for more artists, it was viewed that there are more 

attendance to the music program proper. Also, it was noticed that when a electric/power issue 

Top 3 factors affecting decision to join destination musical events: 

 Location (20%). Location place a critical role as it offers the ambiance of the whole event. As it 

coins, destination is a crucial factor that influence event goers as it pre-empts the program 

outcome of the festival.  

 

 Price and Package (15%). Destination events as it involve more than a 24-hour program offers 

packages suitable to a full program or per day participation service.  Because of these packages 

must be priced accordingly; that is, package offering commensurate the price to be paid by 

participants. 

  

 Artist/Program (13%). The program as whole is the life blood of the destination event as it fulfils 

the expectations of guests.  
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was encountered, back up for music programs did not have alternative to pursue the event. 

Because the activity was held in an open space, heavy rain and electric/power issues just 

ceased any planned activity. 

 Activities aside from music program.Musical events were concentrated during the the late 

afternoon to evening only. This means that guests were encouraged to view the sports 

competition which is difficult to be observed given the distance and nature of the sporting 

events.  

c. Cross-referenced Findings 

 Music as identified with  other destination music festivals and the CRB research presents the 

primary factor why guests choose to go out of their way such as long-distance locations or 

even spend suitable-priced packages. This means that if program line up for music is designed 

accordingly, guests will be influenced to go to these events. 

 Destination festivals are likely designed to millenials. This means that target market for this 

events will be largely attended by guests. Tartgetting this group will likely get favourable 

attendance results. 

Recommendations 

 

The researchers recommend the following suggestions so that participants will be enticed 

to attend destination music festivals: 

 The venue should be accessible and the availability of transportation options are available 

for participants. 

 Packages should be attractive and worth the price. Variety of affordable, delicious and 

innovative food options should be available. 

 Accommodations should be clean and there should be ample toilets for all the guests. The 

organizers should include nteresting activities and tour packages to cater to different 

types of customers. 

 A well planned program and line up of artists to cater to the discerning taste of attendees.  

The event should showcase and discover local artists and offer more art exhibits. 

 More social media promotion geared towards the target market of 18-35 year olds. 

 More studies should be done to further validate the results of this survey as data for 

Philippine destination festivals is very limited. 

 

Conclusion 

 

To conclude the study, the main drivers for participants to attend destination music festivals 

are the attractive destination, program line up and the different activities that can cater to different 

personalities and preferences.  To sustain a music festival, organizers need to anticipate what will 

excite participants to exert effort to attend their event.  Due to the influence of social media, 

attendees are very discerning when it comes to spending their hard earned money. They can easily 

compare the program and reviews of previous festivals. When they attend a specific music festival 

they already have a preconceived notion on what to expect based on social media sites. Event 

organizers need to improve their standard of service to be able to capture and grow the local and 

international market. 
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Abstract  

 

One of the longstanding problems of the Philippines is providing adequate employment 

opportunities for its young citizens. Even in times of strong economic growth, unemployment and 

underemployment remains a significant problem according to International Labor Organization in 

2009. The mission of the higher education institutions is to prepare students in anticipation of the 

needs of the hospitality and tourism-related companies and organizations. This study was grounded 

on Determinants of Academic Performance and Employability Skills Framework. It employed a 

descriptive research design to capture the relevant issues that surround the academic performance 

and employability skills of the College of International Hospitality and Tourism Management 

(CIHTM) Senior Students taking up degree programs in Tourism and Hotel and Restaurant 

Management in De La Salle Lipa. The completed findings of this study revealed that among the 

demographic profile variables, only gender was found to be significantly related to GPA; age was 

found to be positively related to academic performance; and educational attainment of mother and 

occupation of father are both positively related to the employability skills of the students. Also, 

academic competence and self-management are the main strengths of the students while test 

anxiety and problem-solving skills need improvement. Overall, demographic profile has no 

significant effect on GPA while employability skills of the students can be attributed to variations 

in the GPA and perceived academic performance. Further, results showed that the perceived 

academic performance has a significant effect on employability skills of the students.   

 

Key Words: 
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Abstract  
 

This study aimed to determine the contribution of local food resources to the tourism 

growth of the Province of Nueva Vizcaya. It reviews some of the underpinning concepts and to 

provide a set of considerations for stakeholders to maximize the opportunity of local food can offer 

to businesses and the wider community. The basis of the study was to develop a sustainable food 

tourism model for Nueva Vizcaya. The respondents of the study were stakeholders consisting of 

government official, local producers, businessman and Non-government organizations in the 

selected municipalities of Nueva Vizcaya. The study utilized a clear case for mixed methods of 

qualitative and quantitative. Documentary study, focus group discussion and survey questionnaire 

was used in order to meet the objectives of the study. The study concluded that the province of 

Nueva Vizcaya is blessed for its rich farmlands and fertile mountain soil boasts to produce high 

quality agricultural products. It is a home of various different indigenous groups creating a wide 

range of local cuisine. The province has substantial local food development evidence by the 

various food tourism related resources, increase in facilities and celebrating food tourism-related 

events. The local food resources provide extensive potential economic empowerment and helps in 

building the identity of the province. In addition, the local food resources extensively enhance the 

agriculture sector and other attractions in the province.  Finally, it helps to preserve the authenticity 

of the food culture extensively. All stakeholders have the same perception on the potential 

contribution of local food resources to the development of the province of Nueva Vizcaya. The 

public and private sectors are cognizant on their roles to support the production of local food 

resources in Nueva Vizcaya. Production or supply and marketing were the major challenges and 

barriers in the development of sustainable food tourism in Nueva Vizcaya.  

 

Keyword/s: local food resources, sustainable tourism, food tourism  
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Abstract 

 

Cebu’s tourism industry has always been a strong driver for economic development of the 

province providing employment opportunities and income augmentation while bringing 

substantial contributions to the overall growth not only for Cebu but also for the entire Visayas. 

This study assessed the competitiveness of Cebu’s tourism industry vis-a-vis the Central Visayas 

and the rest of the Philippines.  By examining relevant tourism indicators, the study investigated 

and analyzed the status, challenges and sustainability of Cebu’s tourism industry amidst the highly 

competitive tourism environment in the Visayas and across the country. It employed quantitative 

research approach utilizing secondary data which were subjected to descriptive statistical analysis. 

This study adapted the conceptual framework of sustainable tourism development of Alampay, et 

al., (2005) which advocates the needs for interactions and alliances of tourism stakeholders to bring 

about sustainable development. The vital key sectors include national government agencies 

(NGAs), the local government units (LGUs), the local destinations and local communities and the 

tourism industry players which, altogether endeavor to create, develop and sustain a viable tourism 

industry. The framework is expanded to include the business sector which primarily operates in 

parallel vision of attaining tourism sustainability. Another key players also include the academic 

and tourism-related training institutions whose graduates are hired by the industry. The findings 

revealed that Cebu’s tourism competitiveness is strengthened by its diverse historical and natural 

resources, rich cultural milieu, established land, sea and air transport infrastructure, presence of 

hotels and resorts and a thriving industrial and manufacturing economy.  The presence of the 

Mactan Cebu International Airport in Lapulapu gives Cebu a high competitive edge for Cebu’s 

connectivity to the rest of the archipelago and many vital Asian cities. White sand beach resorts 

which abound in the province are easily accessible from urban centers of Cebu, Talisay, Mandaue 

and Lapulapu cities. The same holds true for hotels and other tourism facilities.  Meanwhile, trade 

and business organizations contribute to sustainable tourism development through bringing and 

spearheading their environmental protection advocacies, tourism promotions and self-regulations 

supportive to responsible tourism practices. Nonetheless, many challenges pose to slowdown 

Cebu’s tourism momentum. Tourist destinations in many parts of the country and in neighboring 

Asia are rapidly growing and innovating. Cebu tourism industry has to take the lead with highly 

competitive better-quality products and services than what its competitors put in the tourism 

market. The tourism industry players must ensure efficient and strong partnerships among the local 

government units (LGUs), the business entrepreneurs, the local communities in keeping Cebu a 

premier tourist destination hub in a sustainable manner. 

 

Key Words:  Cebu tourism industry, sustainable tourism, Cebu hotels and resorts, LGUs 
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Introduction 

Tourism competitiveness refers to the ability of the tourism industry to stay in a 

competitive position while optimally satisfying tourist (or customer) expectations by way of 

providing better goods and services delivery as compared to other offered goods and services in 

the tourism market.   The concept of competitiveness encompasses economic, social and cultural 

dimensions of a tourism entity with ensured high productivity of tourism fundamentals in the local 

destination or attraction area. When properly implemented and effectively managed in the right 

direction, tourism competiveness can lead to long-term sustainability of the tourism industry which 

augur for economic development, improved and sustained standard of living (Crouch & Ritchie, 

as cited in Kim, 2012). The Cebu tourism industry significantly contributes to the economic 

development of Central Visayas provinces (Cebu, Bohol, Negros Oriental and Siquijor) and cities 

(Bogo, Canlaon, Carcar, Cebu, Danao, Dumaguete, Lapulapu, Mandaue, Talisay, Tagbilaran and 

Toledo). Side by side with the Information Technology (IT) industry, Cebu tourism industry has 

become a major economic growth driver for several decades in the Visayan archipelago, placing 

Cebu province second to Manila in terms of economic performance, IT related investments, 

tourism industry outputs and potentials. Cebu’s tourism performance has consistently dominated 

the Central Visayas region which benefited its neighboring provinces. Essentially, as Cebu tourism 

industry expands, the benefits ripples to Bohol, Negros Oriental and Siquijor provinces. 

The fact that Cebu is endowed with abundant natural resources for tourism, especially 

white beaches, waterfalls and mountain resorts, tourism activities become more important 

economic machinery for the island. The continued tourism expansion and development provide 

impetus for employment generation and consequently bring about opportunities for augmenting 

income among Cebuano workforce residing in the rural areas and those in coastal destination areas 

where tourism activities are found. However, Cebu’s tourism industry is very fragile when it comes 

to its natural and cultural settings.  The industry can easily get damaged once human interventions 

are injudiciously executed harming the environment of a particular tourism area.  This calls for 

careful development planning and strategic supervision of Cebu’s vital tourism resources whose 

huge potentials can only be sustainable when judiciously managed. It is imperative that any 

development planning for tourism activities must be carried out with full consultations and 

participations by all concerned stakeholders – from the government, tourism industry players, the 

private sector, the local communities in mutually beneficial cooperation and partnerships. 

This study adapted and modified the conceptual framework of sustainable tourism 

development of Alampay, et al., (2005) which portrays the interactions and interrelations of major 

stakeholders in the pursuit of tourism sustainable development– the national government agencies 

(NGAs), the local government units (LGUs), the local destinations and local communities, and the 

tourism industry which is comprised of the private sector and other vital key players.  Altogether, 

these major stakeholders endeavor to create, develop and sustain a viable tourism industry. The 

key players also include the academic and tourism-related training institutions whose graduates 

are hired by the industry. The framework can also be expanded to include the business sector which 

primarily operates in parallel vision of attaining tourism sustainability. Meanwhile, trade and 

business organizations can contribute to sustainable tourism development through bringing and 

spearheading their environmental protection advocacies, tourism promotions and self-regulations 

supportive to responsible tourism practices. 
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Operating independently but with 

strong linkages and coordination, the 

stakeholder groups, determine the extent of 

sustainable tourism development. From the 

conceptual framework, stakeholders in the 

local destination are classified to three key 

component groups: (1) the NGAs and LGUs; 

(2) the local destination and local 

communities; and (3) the key tourism industry 

players largely formed by the private sector.  

These groups then pursue their respective 

objectives focusing on the fundamental values 

of sustainable tourism development. In 

essence, one stakeholder may delve into 

poverty reduction through employment 

generation while pursuing economic 

sustainability. Others may implement 

programs on ecological, environmental 

sustainability and equity aspects of tourism 

development. Incorporating the concept of 

sustainability to any tourism development 

endeavor, these three component groups have 

to be in place in the local destination where 

their interplay in the tourism system itself is suitably integrated.  

The cited framework primarily concerns the local tourism environment; however, the role 

of NGAs and LGUs, industry-based organizations and the private sector, is fully considered since 

they significantly contribute to overall sustainable tourism initiatives in the destination or 

attraction area.  National development policies and priorities can support or hinder the ability of 

the destination or attraction area to realize sustainability, based on how a specific locality conforms 

to the tourism development framework.  The primary components of the study framework are 

based on the basic elements of sustainable development, which include among others equity, 

economic and ecological sustainability. These basic elements represent the principal goals for any 

sustainable tourism endeavor which are also considered as key parameters in assessing and 

evaluating the success or failure of sustainable tourism initiatives.  

This paper assessed the competitiveness of Cebu tourism industry performance from the 

perspectives of its status, challenges and sustainability which the industry confronts amidst highly 

dynamic and complex tourism environment. The paper also highlights Cebu’s tourism 

development with substantial contributions from the private-sector-led growth mechanism which 

is instrumental for the industry to withstand several challenges and keep its development at 

sustainable level.  

 

  

 
Figure 1.   Schema of the conceptual framework for 

sustainable tourism development 
Source of basic framework:  Adapted from Alampay, 

et al. (2005), Chapter 1: The challenge of 
sustainable tourism development in the 
Philippines, in “Sustainable tourism: 
Challenges for the Philippines”. 
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Literature Review 

Tourism is an important economic sector because it promises tremendous prospects of 

development (Handerson, 2011). In fact, tourism is vitally discussed as one economic driver for 

growth in the Philippine Development Plan (PDP) 2011-2016 as a growth pillar dedicated to 

poverty alleviation (NEDA, 2013).  Tourism is highlighted as a top priority sector in the MTPDP 

because of its considerable social and economic benefits. It is claimed that the tourism industry 

has certainly helped many poor rural area residents to improve their living standards (Handerson, 

2011). Accordingly, tourism is a strong driver for development offering opportunities employment 

and income augmentation, especially for coastal and rural Filipino dwellers where the tourism 

attraction is located (Alampay et al., 2005). 

The Tourism Act of 2009 is founded on the three goals of carefully planned tourism 

activities which include profit, environment and the community (Pilapil-Añasco and Lizada, 

2014).  The triple goals were stipulated in the 1987 constitution and they form the bases for 

planning tourism activities with strong participation from all stakeholders. The main focus is to 

conserve and sustain the natural resources and appreciate local culture while securing more 

revenues for the local community stakeholders (Pilapil-Añasco and Lizada, 2014).  Evidently, the 

tourism sector as an industry, thrives in fragile natural and cultural environments, where not-so-

well-thought, haphazard planned initiatives and innocent human activities can easily bring 

destructions to the site’s resources (Alampay et al., 2005). This puts heavy challenge for the 

government to make the tourism industry sustainable both as a revenue and employment 

generation milieu. In fact, the tourism industry is seen as integral weaponry of the country’s 

economic arsenal (Alampay et al., 2005). 

Meanwhile, it is noted that the tourist destinations and the country’s tourism industry are 

now plagued by unfavorable environmental and social costs linked to tourism unprecedented 

expansion and exploitation in the guise of development (Alampay et al., 2005).  At present, the 

Philippines has acknowledged the needs to adopt and implement new development programs and 

approaches sensitive and responsive to environmental protection, preservation and economic 

viability (Rieder, 2012). Accordingly, the sustainability of tourism enterprise is viewed primarily 

from the onset of economic viability (Solis, 2003) which emanate from initiatives undertaken by 

the various stakeholders of the industry. Pilapil-Añasco and Lizada (2014) noted that the 

Philippines already acknowledged the importance of adopting new development approaches and 

programs supportive to generating tourist products which do not bring harmful effects on the 

environment and are economically viable.  

Tourism sustainability refers to the principles and practices of establishing suitable balance 

among the various components of the environment and socio-cultural dimensions of the industry 

(Korez-Vide, 2013).  In essence, tourism sustainability is achieved when the tourism industry “(1) 

make optimal use of environmental resources that constitute a key element in tourism development, 

maintaining essential ecological processes and helping to conserve natural resources and 

biodiversity; (2) respect the socio-cultural authenticity of host communities, conserve their built 

and living cultural heritage and traditional values, and contribute to inter-cultural understanding 

and tolerance; and (3) ensure viable, long-term economic operations, providing socio-economic 

benefits to all stakeholders that are fairly distributed, including stable employment and income-

earning opportunities and social services to host communities, and contributing to poverty 

alleviation”, according to the United Nations Environment Programme [UNEP] (2012). 
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For the tourism industry to survive and be sustainable, it must ensure steady supply of 

workers who are sufficiently equipped with trainings and suited qualifications. The industry is 

marked by pronounced peaks and seasons whereby industry players like service companies, hotels 

and resorts position their workforce volume according to the needs of the season (Solis, 2003).  In 

situations which, require recognizing the human resources as cost elements of the tourism 

enterprise, companies resort to cost reduction schemes and labor flexibility options to minimize 

cost of their business operations. Most likely, hotel companies regard their workforce in two 

distinct manner (Alampay et al., 2005): firstly, employees and personnel are part of the cost 

elements which have to be managed in such a way to ensure stability of their financing portfolio 

and viability of  the enterprise operations; and secondly, employees and personnel comprise the 

core element of the company’s services delivery,  so they need to be maintained and improved to 

ensure quality product, company marketability and competitive service delivery. 

Ensuring the sustainability of tourism development implies keeping high level of 

awareness and strong commitment among stakeholders regarding crucial issues like quality 

assurance and sustainable practices.  The UNEP (2012) emphasized to keep the tourism industry 

(and its various initiatives) sustainable, it should correspond to the need of integrating economic, 

social, and environmental development planning in all facets of tourism operations.  Accordingly, 

this signals for a continuous process of assessment, evaluation and improvement in all forms of 

tourism related initiatives.  

The government plays a very crucial role in terms of crafting tourism policies, sustainable 

development and tourism management over the long term.  In this regard, Korez-Vide (2013) 

stressed that the primary function of government is to influence the private sector and industry 

players to operate in a sustainable manner thereby encourage more visitor inflows and promote 

positive behavior towards maximizing benefits and minimizing negative consequences of tourism 

development endeavors.  

 

Research Methodology 

 

This study employed descriptive quantitative method of inquiry and secondary data 

collection from various sourced agencies mainly from the Department of Tourism Regional Office 

7 (DOT7), the National Economic and Development Authority (NEDA), the National Statistical 

Coordination Board (NSCB) of the Philippine Statistics Agency (PSA), the United Nations 

Environment Programnme (UNEP) and other tourism statistics databases.  Secondary data on 

tourist arrivals and pertinent tourism indicators were processed and analyzed as bases in the 

assessment of Cebu tourism competitiveness covering the period 2010-2014.   

Descriptive quantitative and economic reports on tourism from the academe and 

government agencies, key persons on trade and tourism were also considered in the analysis and 

assessment. Graphical presentations of relevant data were done and presented in the discussion. 

Pertinent literature were sourced from peer reviewed journal articles and monographs from 

ProQuest databases and the Directory of Open Access Journals (DAOJ). Generated secondary 

quantitative data were processed and transformed into tables and charts. 
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Results and Discussions 

 

The following discussion highlights the status, challenges and sustainability prospects of 

the tourism industry in Cebu in relation to other tourist destinations in the Visayas and Mindanao 

areas and of the entire Philippines.  Descriptive statistical data are presented in tables and charts 

with analysis and implications provided. Conclusions are drawn based on the discussion of results 

and some policy recommendations are put forward for consideration among concerned tourism 

industry stakeholders. 

 

Tourism status and momentum 

Foreign tourists statistical 

update released by the Department of 

Tourism (DOT) last May 2015 

showed that Cebu sustained its second 

rank position after Metro Manila in 

terms of foreign tourists visiting the 

country.  Although Cebu only received 

about 15 percent of arriving air 

traveler tourists (61,970), the 

registered foreign visitors (Table 1) 

should not be literally taken since 

many visiting tourists pass through the 

Ninoy Aquino International Airport 

(NAIA) in Manila on their way to 

other regional destinations of the 

country. This situation applies to other 

provincial destinations of the country which have no direct flight connecting their province to 

international routes.  Primarily at present the bulk of international flights are concentrated in NAIA 

to major destinations and airports of Australia, Europe and the Americas.  Many of those registered 

tourists arriving through the NAIA have final destinations in the regional areas outside the 

Metropolitan Manila area.  For several years, Cebu has sustained its second rank as a major tourist 

destination in the Philippines.  

Meanwhile, arrivals by sea accounted 19 

percent of the overall tourist visits, 

ranking third after Davao and Batangas. 

Notably, tourists visit Cebu via air 

instead of sea travel transport. 

Focusing on the Central Visayas 

region as a tourist destination, about two-

thirds (66 percent) of domestic tourists 

flocked to Cebu as of 2014 (Figure 2), a 

share that Cebu has maintained for many 

years until today.  The province of 

Negros Oriental ranked second with 

about one-fifth of local tourists visiting 

the province over the same period, 

 
Figure 2.  Distribution of domestic tourist arrivals to 

Central Visayas, 2014 

Cebu, 

66.45%

Bohol, 

12.71%

Negros 
Oriental, 
19.77%

Squijor, 

1.07%

Table 1.  Inbound Tourists by Mode of Travel 
and Port of Entry, May 2015 

 
Source of table data: Philippines Department of Tourism 

(DOT) Research and Statistics Division, OTPRIM, 
2015  
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followed by Bohol with about 13 percent of local tourist arrivals and Siquijor (1 percent).  This 

confirms the contention of Sicat (2014) that visitor arrivals to the Central Visayas region registered 

double-digit growth rates which resulted to the rise in demand for hotels and resorts.  Notably, 

local tourists visit Cebu due to its renown tourist spots, the presence of high-end shopping malls, 

luxury hotels and first class resorts.  

The same holds true for foreign 

tourists who have chosen Cebu as their 

top destination.   The province attracted 

nearly 84 percent of foreign visitors in 

2014 (Figure 3), followed by Bohol 

which captured about 10 percent among 

foreign visitors, and Negros Oriental 

which was visited by about five percent 

of foreign tourists.  The vital 

contributory factors for making Cebu as 

the top destination are its strategically 

diversified tourists spots, established 

white beaches, pristine diving spots, 

natural water falls, presence of 

affordable hotels and resorts, among others.  Foreign tourists option to stay in Cebu are also 

facilitated by the developed road infrastructures linking Mactan Cebu International Airport 

(MCIA) to various tourist destinations through a well- coordinated land and sea transport system 

efficiently placed at the services of the tourism industry and for other economic activities.  

The tourism industry of Cebu 

continues to manifest commendable status 

and performance over the years, 

notwithstanding the heightened competition 

among popular tourist destinations in many 

parts of the Visayas archipelago and other 

parts of the country.  In Central Visayas, 

Cebu remains the top destination for both 

domestic and foreign tourists (Figures 2 & 

3).  Moreover, a recent trend saw rising 

proportion of foreign tourists which 

accounted about 40 percent of total tourists 

arrivals as of year-end 2014 (DOT, 2014). 

The construction of globally competitive tourist facilities and first class hotel in Cebu province, 

particularly in Mactan island with online booking portals have greatly contributed to this uptrend.  

Recent statistics revealed that tourist arrivals to Central Visayas reached almost three million, the 

bulk of which visited Cebu (Table 2). By province, Cebu’s inbound tourists accounted 76 percent 

of aggregate domestic and foreign tourist visitors, with Bohol, Negros Oriental and Siquijor 

sharing the remaining 24 percent of vesting tourists (DOT7, 2014). 

During the first three quarters of 2013, the Department of tourism noted uptrend of inbound 

tourists visiting the province (DOT7, 2014). However, the earthquake and typhoon which hit Cebu 

and its neighboring islands in October and November, respectively, altered the inflow of arriving 

tourists.  This created a temporary fluctuation on the volume of registered tourist arrivals into the 

 
Figure 3.  Distribution of foreign tourist arrivals to 

Central Visayas, 2014 

 

Cebu

83.83%

Bohol

10.10%

Negros 

Oriental

4.93%

Squijor

1.14%

Table 2.  Tourist Arrivals to Cebu, Foreign 
and Domestic, 2010-2014 

Year 
Tourist Arrivals to Cebu  

(Provincewide) 
Domestic Foreign  Total  

2010 1,059,834    708,400 1,768,234 
2011 1,111,296     872,397 1,983,693 
2012 1,222,035 1,008,288 2,230,323 
2013 1,439,247 1,152,821 2,592,068 
2014 1,649,551 1,368,771 3,018,322 

Source: Department of Tourism, Central Visayas 
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province for the last quarter of 2013. On the brighter side, Cebu quickly rebounded and was able 

to attract substantial tourists in the succeeding quarters of 2014 because of aggressive marketing 

efforts by the government and stakeholders. Generally,   the twin calamities did not have a huge 

impact on the overall tourist arrivals to Cebu in 2013 and 2014. Cebu inbound tourists manifested 

a general upward trend during the five-year period, from 2010-2015 (Table 2). 

The DOT7 (2014) reported that tourists 

from Korea reached 55,125 and remained the 

top market for Central Visayas as of 2014.  For 

the combined tourist arrivals from 2010 to 

2014, the Koreans accounted for the largest 

group of foreign visitors to Cebu surpassing 

the two million mark (Table 3). Japanese 

tourists ranked second (accounting only less 

than half when compared with the Korean 

inbound tourists), followed by the Americans, 

the European and Chinese tourists (Table 3).   

In recent years, there is a substantial influx of 

Koreans visiting the Philippines for tourism 

related purposes. This is facilitated by the 

direct flights to Korea from Cebu and vice-

versa.  There are also many tourist 

establishments in Cebu which are jointly 

operated by Filipino and Korean entrepreneurs 

where they have strongly promoted the 

inflows of Korean nationals visiting Cebu.  It can be recalled that Japanese tourists used to 

dominate foreign visitors coming to Cebu.  More recently however, the volume of Japanese tourists 

vesting the island has been overtaken by more and more Korean tourists who prefer to visit Cebu. 

Almost all of foreign tourist arrivals to Central Visayas pass through the MCIA with the exceptions 

of those foreign tourists who directly fly either to Tagbilaran or Dumaguete airports from Manila.  

Tourism arrivals to Central Visayas have been growing at an average of eight percent over the last 

five years. 

Equally important are other tourist attractions (which vitally contribute to the influx of 

tourists to Cebu) such as the various annual festivals celebrated the year round.  The largest crowd 

drawer being the Sinulog Festival with about three million people, both foreign and domestic, 

flocking to Cebu City just to witness the event held every second week of January. The Sinulog 

festival is celebrated to honor Cebu’s Patron, the Santo Niño of Cebu or the Child Jesus of Cebu. 

This festivity attracts tourists from all walks of life coming from all parts of the country and abroad.  

Several contingents from all over the Visayas and Mindanao come to participate in the coveted 

Sinulog Mardi Gras. The street dancing competition ever draws millions of viewers during its 

parade on the concluding day of the Sinulog Festival. Cebu prides its rich culture expressed in 

songs and dance extravaganzas during the Sinulog festival.  

 

Air travels and flights to and from Cebu 

The vibrant tourism industry of Cebu fueled the growth of the airline industry in central 

Philippines. A larger number of passengers and cargo were transported in 2013 from levels a year 

ago (DOT7, 2014). The opening of additional flights from Cebu to other local and international 

Table 3. Top ten foreign tourist arrivals 
to Cebu by country of origin, 
cumulative 2010-2014 

 
Country of 

Origin 

Cumulative  
Five-year 
Arrivals 

1st Korea 2,147,197 
2nd Japan 935,341 
3rd  USA 430,496 
4th UK 232987 
5th  China 151,808 
6th  Australia 146,076 
7th  Germany 79,557 
8th  Canada 74,791 
9th  Hongkong 52,924 
10th  Singapore 51,850 

Source: Department of Tourism, Region VII 
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destinations contributed to the growth of passengers and cargo traffic at the MCIA. Cebu Pacific, 

for one, added flights, to and from Cebu, to seven (7) destinations in the Philippines, namely: 

Manila, Boracay, Dipolog, Kalibo, Legazpi, Pagadian, and Siargao.  The airline also increased its 

passenger capacity for Cebu-Bacolod, Cebu-Cagayan de Oro, Cebu-Iloilo and General Santos-

Cebu roundtrip flights. At the international front, Cebu Pacific launched its twice weekly direct 

flights from Cebu to Kuala Lumpur and Bangkok since December 2012.  

For domestic air travels, the domestic airlines comprised of the Cebu Pacific, Philippine 

Airlines and Air Philippines, and Zest Air have fielded several daily and weekly flights from Cebu 

to almost all parts of the country.  There are also several airlines which serve international direct 

flights to and from MCIA. These include Cebu Pacific Air with direct flights between Cebu and 

Hong Kong, Singapore, Korea and Japan; the SilkAir with direct roundtrip flights linking Cebu 

and Singapore; the Malaysia Airline which connects Cebu to Kuala Lumpur and Kota Kinabalu; 

the Cathay Pacific which offers Cebu-Hong Kong direct flights, and the Asiana Airlines and 

Korean Air which have direct flights for Cebu-Korea-Cebu route. Several passengers commented 

that they prefer flying direct to Cebu from other overseas airports than passing through Manila 

because of the traffic problems that await them in Manila upon exit from the Ninoy Aquino 

International Airport (DOT7, 2014). 

 

Cebu Tourism Infrastructure Project 

Cebu is known to be a fast growing province in many frontiers of development while 

significantly contributing to the growth of the Philippine economy. The province earned the status 

of being the gateway, by air, land and sea travels to the Visayas islands. In recent years, with  the 

continuously expanding volume of air travels, the MCIA has become saturated with rising number 

of passengers and air cargo operations whose designed capacity was to accommodate up to 4.5 

million passengers per year; however, as of 2014, it served more than 7 million passengers (DOT7, 

2014). The rise in air travels and cargo activities necessitated for airport facilities upgrading and 

expansion so that high-quality airport terminal services and operations can be delivered at par with 

international standards.  

Towards the end of 2014, The Asian Development Bank (ADB) approved a US$75 million 

loan to expand and renovate the MCIA in view of boasting passengers’ traffic and attain services 

delivery efficiency. This also supports the inclusive growth objectives of the government and mark 

the pioneering large scale public-private partnership (PPP) endeavor of the government and the 

tourism sector stakeholders. The said airport upgrading entails construction of new passenger 

terminals while renovating and improving existing structures. At the same time, it included the 

provision of new commercial airport facilities. This upgrading initiative translated to augmented 

passenger capacity up to 12.5 million passengers per year, once completed. The upgrading project 

is carried out under a 25-year concession operations arrangement which include upscale renovation 

of existing terminals and construction of commercial outlets to further improve services delivery.  

Evidently, the project is envisioned to substantially contribute to the increased tourist arrivals and 

movements, support industrial development, agricultural-related product movements, create 

employment opportunities in all cities of Cebu and is expected to ripple to the nearby town and 

provinces. 
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Tourism industry growth is private sector-led 

Evidently, the landscape of tourism development in Cebu is primarily characterized by 

private-led growth initiatives. Major players in the tourism industry accrue strong and substantial 

involvement from the private sector. This is manifested by the visible growth of the industry where 

export-oriented manufacturing and business process outsourcing (BPO) are predominantly run by 

private companies and tourism industry players financed in large part by Filipino capitalists and 

investors.  

Meanwhile, many high-end hotels were able to bring in foreign capital and investment with 

local business partners. This reflects a tangible presence of foreign investors which committed 

joint ventures on many tourism initiatives, some by way of foreign direct investments (FDI). 

Accordingly, the rise in demand for IT-driven tourist facilities and the expansion of construction 

projects prompted infrastructure improvement, mainly from the private sector in collaborations 

with the public sector.   

One contributing factor which helped IT-driven tourism entrepreneurs to invest in Cebu is 

the presence of well-trained IT professionals form the pool of quality higher education institutions 

(HEIs) in Cebu whose IT technical knowhow corresponded to the companies needed capabilities 

and expertise.  Accordingly, as tourism companies and allied industries moved in, Cebu’s 

universities and training institutes improve their course curricula to suitably improve the 

qualifications and capabilities of human resources in relation to industry needs.  

 

Tourism contribution to the consumer markets  

Tourists not only come to Cebu for its various destinations but also for its affordable 

shopping outlets. As such, they substantially augment consumer demand more visibly on souvenir 

items and those that can be found among shopping malls which abound in the city. The Indians as 

noted by DOT7 (2013), are huge spenders when they engage in shopping and when they take food 

and beverage.  DOT7 (2013) added that about forty (40) Indian travel firms made a visit to Cebu 

in 2013 to impact and see what the province has to offer in terms of various tourist attractions, 

shopping spree venues, adventure places like the “swimming with the whales” in Oslob, South 

Cebu. It was noted that many of the delegation members were shoppers themselves.   

Villegas, the Tourism Operations Officer at DOT7 acknowledged that Russians tourists are 

visiting Cebu in considerable number and has been dubbed as emerging market for Cebu and its 

neighboring cities and islands. Both European and Middle Eastern tourists prefer to have the long-

stay and seen to be big spender travelers.  Russians, Japanese and Americans also spend much.  

Meanwhile, DOT7 (2013) hinted that tourist arrivals usually surge ahead of the Holy Week 

vacation every year during summer and Christmas holidays.  The Tourism agency affirmed that 

Cebu is in the position to cater such market provided there is a right packaging, meaning a suited 

tourist environment is in place.  

The National Statistical Coordination Board [NSCB] (2012) reported that, on the average, 

inbound tourists spend about US$84 a day as of 2010.  The NSCB (2012) further noted that foreign 

tourists spend most of their money on accommodations allocating about US$20 a day for their 

accommodations, US$22 on food and beverage and US$23 on shopping and buying souvenir 

items.   In the past decade, foreign tourists spent about US$90 daily while in the country (NSCB, 

2012).  This indicates how influx of visiting tourists to Cebu contributes to the local economy as 

they demand for available products sold in the local markets.  Tourist spending, not only brings in 

dollar currency but also provide opportunities for business to thrive as consumer demand rise with 

the presence of tourists. 
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Tourist arrivals from Taiwan also manifested a sharp uptrend where it posted the highest 

rate of growth at 288.81 percent as of September 2013.  Montecillo, the head of DOT7 (2013) 

confirmed her confidence that with the concretization of chartered flights between Cebu and Taipei 

as confirmed by the Philippine Airlines (PAL) commencing November 2013. A substantial 

expansion of visiting tourists from Taiwan will soon boost Cebu as a major tourist destination 

(DOT, 2013). As noted, Taiwanese tourists prefer to visit ecotourism sites and are also into cultural 

tourism. 

 

Challenges 

For several years, Cebu’s tourism is considered one of the key sectors that propel the 

provincial economy forward.  The tourism industry sector of Cebu is confirmed to be an economic 

driver for the province and entire Central Visayas region.  However the Cebu’s tourism 

development remains very vulnerable to both external and internal pressures.  On the 

environmental front, there is still much to be done, both at the policy formulation and program 

implementation.  Undeniably, challenges abound if the long term goal is to keep the Cebu tourism 

industry initiatives and practices sustainable.  Several ongoing initiatives and projects do not 

observe ecological prudence where the locations of such projects are exposed to hazard and threats 

thereby become very vulnerable to environmental degradation.  On the economic milieu, the 

challenge is for tourism activities to be responsive to the fundamental principles of  contributing 

economic development and tangibly trickle down to benefit the poor in the locality they are 

implemented. Tourism development in Cebu does not substantially reflect this scenario where the 

benefits of tourism activities in a locality narrowly provide regular employment to local residents.   

Natural disasters recently hit the country and Cebu suffered considerable setbacks. In 2013, 

Cebu and Bohol experienced an earthquake in October, then in less than a month, another calamity 

hit the area as super typhoon Hayain (local name Yolanda) savaged a large part of Northern Cebu 

in November.  The DOT7 (2014) reported that a declined by nearly half in occupancy rate was 

experienced among resort facilities in Mactan after the advent of the twin calamities. It further 

noted that the fourth quarter of each year is considered a peak season for hotels and resorts due to 

holidays, only for the volume of arriving tourists to decline following the occurrences of the two 

calamities. Favorably, the challenge on the contraction of tourist arrivals had been short lived. The 

DOT7 (2013), represented by its director Montecillo, remained confident and optimistic that 

Central Visayas would still hit target of more than three million of inbound tourists because of the 

sector’s strong performance in preceding quarters of 2013.  In like manner, Aldeguer (a prime 

mover for Cebu tourism) was optimistic that tourism performance could pick up and rebound 

(DOT7, 2013). 

The hosting by Cebu of the coming Asia Pacific Economic Cooperation (APEC) meeting 

from August to October in 2015 and the International Eucharistic Congress in 2016 are seen to put 

Cebu to the test on its capability to host such international and vital events.  These activities pose 

a crucial challenge for the Cebu local government units (LGUs) with expected influx of foreign 

delegates from across the globe.  The Cebu City Tourism Commission (CCTC) has seriously taken 

the challenge by way of fastracking several tourism development programs and projects with full 

cooperation from the LGUs, the private sector and tourism business establishments.  Accordingly, 

the CCTC has committed to offer special attractions such as heritage tourism, shopping, 

entertainment and local festivals.   At the same time, beach relaxation, scuba diving, eco-tourism 

adventures, island hopping in nearby islands of Cebu will be organized to widen tourist leisure 
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choices and destination alternatives. Since Cebu has well established air, land and sea transport 

system, all vital tourist destinations can easily get connected and be reached for day or short 

excursions. 

There are also other challenges which confront the tourism industry of Cebu.  These include 

the policy-driven challenge which calls to re-align the airline industry, the ongoing recession of 

Japan’s economic performance and on the local fronts, the congestion of passengers and cargo 

transactions at the MCIA.  Nonetheless, the dynamics of travels for Cebu remain vibrant. 

Government authorities, the private sector and the rest of tourism industry stakeholders work the 

year round to sustain domestic and foreign travels with minor hitches. The MCIA upgrading, as a 

pivotal project under the public-private partnership (PPP) scheme, poses a real challenge in terms 

of its prompt completion without succumbing to substandard project implementation, which often 

happen once tainted by political and administrative interventions. 

 

Sustainability 

The development of sustainable tourism generally refers to the application and 

implementation of tourism initiatives at the local destination or attraction area and at the business 

or enterprise levels.  Tourism sustainability encompasses the interactions among economic, 

environment and equity concerns. In essence, sustainable tourism development is grounded on the 

argument that tourism, suitably executed and sensibly accomplished, consequently bring minimal 

(or ideally zero) destruction to the sector’s vital natural base.  At the onset, tourism driven 

initiatives are expected to bring about minimal negative environmental impact as compared with 

other traditional resource-based activities in the other subsectors as such as those in fishery, agro-

forestry and mining. Sustainable tourism has to be oriented towards the local destination area 

whose focus must embrace educational experience enrichment, protection and preservation of 

natural resources like the marine protected areas (MPAs), and appreciation for local culture.  

As a whole, the tourism industry must ensure sustainable supply of highly trained and 

suitably qualified tourism workforce. The tourism industry is distinctly characterized by peaks 

(slack or saturation period) and seasons which is determined by certain months of the year (Solis, 

2003). More often than not, the last quarter of each year is marked by influx of inbound tourists. 

In this regard, tourism companies, hotels and resort operators, adjust their workforce size based on 

the requirements of the season. 

When a tourism company views its human workforce as part of operating costs, actions 

towards keeping the size of employees become a significant consideration, while maintaining 

quality services delivery and efficient performance in a highly competitive tourism environment. 

During off season, when demand for tourist services is low, tourism businesses become constricted 

to reduce cost of their labor inputs.  In such cases, many companies are forced to reduce their 

permanent or regular workforce, then implement and operate by way of combining temporary and 

transient employees just to stay viable in the tourism market. 

There is a strong contention that tourism manpower is one of the pillars where the tourism 

industry sustainability relies on. In this regard, tourism manpower (particularly the service 

personnel) needs to be thoroughly trained to capacitate them on how to properly and professionally 

treat, serve and deal with tourists. Satisfied tourists signals standard and high quality experiences 

in the destination area. When this is attained visiting tourists are encouraged to come back, share 

the good experiences with their families and friends. For serious considerations, pertaining to 

ecotourism initiatives, there is a need to to protect and conserve the natural resources while letting 

the tourist visitors enjoy the offered attractions.  Minimizing the negative effects of human and 
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related tourism activities on the environment is the prime responsibility of all tourism stakeholders. 

Ecotourism activities, when properly implemented, can result to improved environmental quality 

of the place of attraction. Arguably, such ecotourism initiatives can even reverse the environmental 

deterioration or degradation brought about by tourism related activities.  

 

Conclusion and Recommendations 

 

Based on the foregoing discussions, the tourism industry remains one of the chief drivers 

for Cebu’s economic growth and development.  The tourism industry of Cebu is poised to be highly 

competitive not only in Central Visayas region but also of the entire country, notwithstanding the 

rising level of competition within the dynamics of complex tourism environment. Influx of 

inbound tourists remains upbeat and increasingly stable over the last five years. The industry’s 

growth and development are largely fueled by private-sector-lead tourism initiatives. Sustainable 

tourism development is attainable when equity, economic and ecological sustainability is seriously 

considered in all facets of tourism initiatives.  Developing further Cebu’s tourism industry, in a 

sustainable manner, can bring about substantial economic benefits on employment generation and 

poverty alleviation for Cebu and neighboring provinces.  

On the sustainability perspective, Cebu tourism industry can still be further developed with 

efficient implementation of policies and programs, pro-active involvement and effective 

collaborations by all industry stakeholders, the NGAs and the LGUs, the private sector and the 

local communities.  In view thereof, an integrated and sustained development endeavors should 

bring about economic, political, social, legal and environmental elements for the attainment of 

sustainable tourism industry of Cebu.  For the province to remain highly competitive with the 

mushrooming of many popular tourist destinations in neighboring islands and in other parts of the 

country, it needs to continually deliver the best quality products and services in the tourism 

industry. This also calls for the recognition of vital contributions of the province indigenous 

cultural heritage as among Cebu’s vital tourism resource assets.  Implementation of tourism 

policies and regulations has to be tangibly effected according to specific area of location and needs 

thereby safeguard the programs and initiatives towards competitive and sustainable tourism 

industry development. 
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Session K - Management education (2) 
 

DEVELOPING SUSTAINABILITY VALUES IN FUTURE BUSINESS LEADERS 

 

Pia T. Manalastas 

De La Salle University 

 

 

Abstract 

 

Business schools and educators around the world have answered the challenge of training 

future leaders who can step up and champion the triple bottom line of people, planet, and profit.  

Here in the Philippines, De La Salle University’s contribution to educating these future leaders is 

the introduction of a course on Corporate Social Responsibility.  This course is part of DLSU’s 

UNPRME commitment of “incorporating into our academic activities and curricula the values of 

global social responsibility.”  Using a variety of teaching pedagogies, including lectures, case 

method, and service learning, the course promotes the benefits social responsibility so that the 

MBA student can learn from the mistakes of the past and make wiser choices in the future.  

The impact on this course on the values of students was measured using the Schwartz 

Values Survey (SVS).  To examine the changes in the value priorities of students, students were 

asked to answer the SVS prior to attending and at the end of the CSR course.  Schwartz assigned 

a Likert scale from -1 to 7 for respondents to rate the importance of each Schwartz value, enabling 

each value to be measured quantitatively.    Consequently, such a method allowed researchers to 

assess significant changes in these values. 

It was hypothesized that the course will result in students rating sustainability values, i.e., 

peace, freedom, equality, solidarity, tolerance, and respect for nature, higher at the end of this 

course.  The study showed that there were significant positive changes in these values, thus 

enforcing the belief that CSR education can influence values, and result in changing the student’s 

values, attitudes, and behaviors, resulting in better leadership for a sustainable future. 

 

 

Keywords:  Sustainability; Responsible Management Education; Service Learning; Values 
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Introduction 

 

In September 2015, all 193-member nations of the United Nations adopted the 17 

Sustainable Development Goals (SDGs) and 169 related targets that address the most important 

economic, social, environmental, and governance challenges of our time. The SDGs clearly define 

the world we want—applying to all nations and leaving no one behind. With the adoption of these 

SDGs, management educators have been called upon to ensure that future business leaders 

understand sustainability and are given the tools to recognize and maximize sustainable 

opportunities.  Figure 1 presents the 17 SDGs. 

 

 
Figure 1. Sustainable development goals (Source: UN in collaboration with Project Everyone) 

  

But before these future business leaders can work toward ending poverty in all its forms 

everywhere (Goal #1), take urgent action to combat climate change and its impacts (Goal #13), 

and ensure sustainable consumption and production patterns (Goal #12), their values, attitudes, 

and behaviors toward sustainable development must be enhanced to ensure that they will see 

sustainability as an important life objective and thus change their actions, on both a personal and 

organizational level. 

 

What are Values? 

Schwartz (1994) defined a value as “a (1) belief (2) pertaining to desirable end states or 

modes of conduct, that (3) transcends specific situations, (4) guides selection or evaluation of 

behavior, people, and events, and (5) is ordered by importance relative to other values to form a 

system of value priorities” (p. 19).  He argued that values served the purposes of some social 

groups, influenced actions, acted as criteria for evaluation of behavior, and were learned through 

formal and informal learning experiences.  Values are important guides to how one lives (and 

should live) one’s life; the hierarchy of values is considered to be a highly stable personality 

factor although it—as in the case of motives—can be changed by circumstances and personal 

experiences. 

 

https://www.google.com.ph/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwj1o6v_m77NAhVGkJQKHWOvDgIQjRwIBw&url=https://en.wikipedia.org/wiki/Sustainable_Development_Goals&psig=AFQjCNGxHkngwx_yO5mkFu9Iiz05Tb07Bw&ust=1466773702890692
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Problem Statement 

 

This study seeks to examine the impact of the implementation of CSR Education on student 

values.  CSR Education was introduced into the Master of Business Administration (MBA) 

curriculum of De La Salle University’s Ramon V. del Rosario College of Business (RVRCOB) 

through a core course, Sustainable Development, Human Rights, and Social Responsibility (SD, 

HR, and SR).  This course, which incorporates service learning as a teaching pedagogy, is the 

MBA program’s response to the growing demands for business schools to prepare students to work 

toward a sustainable future.    This research will seek to answer the following question: 

 

What impact did the CSR course with the integrated Service Learning pedagogy have 

on the sustainability values and societal perceptions of MBA students who took this 

course?   

 

Since this study is focused on sustainability values, research was conducted to identify 

these values.   Leiserowitz, Kates, and Parris (2006) traced the chronology of the values for 

sustainable development and came up with peace, economic development, respect for nature, and 

equity.  The UN millennium goals (UN, 2006) also identified freedom, solidarity, shared 

responsibility, and tolerances as sustainability values. 

Based on the values identified by Leiserowitz et al and the UN, the researcher identified 

seven of Schwartz’s values as sustainability values and aligned them with the SGDs.  These 

values and corresponding SDGs are presented in Table 1. 

 

Table 1: Schwartz Values vis-à-vis Sustainable Development Goals 

Value 

Number 

Value Interpretation Sustainable Development Goal 

1 Equality equal opportunity for 

all 

Goal 5: Achieve gender equality 

and empower all women and girls 

5 Freedom  freedom of action and 

thought 

Goal 16: Promote just, peaceful 

and inclusive societies 

17 A world at 

peace  

free of war and 

conflict 

Goal 16: Promote just, peaceful 

and inclusive societies 

24 Unity with 

nature  

fitting into nature Goal 13: Take urgent action to 

combat climate change and its 

impacts 

29 A world of 

beauty 

beauty of nature and 

the arts 

Goal 14: Conserve and 

sustainably use the oceans, seas 

and marine resources 

 

Goal 15: Sustainably manage 

forests, combat desertification, 

halt and reverse land degradation, 

halt biodiversity loss  

30 Social justice  correcting injustice, 

care for the weak 

Goal 10: Reduce inequality within 

and among countries 
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Value 

Number 

Value Interpretation Sustainable Development Goal 

38 Protecting 

the 

environment  

preserving nature Goal 14: Conserve and 

sustainably use the oceans, seas 

and marine resources 

 

Goal 15: Sustainably manage 

forests, combat desertification, 

halt and reverse land degradation, 

halt biodiversity loss 

Source:  Schwartz Values Survey (Values) and United Nations (SDGs) 

 

This study only looked at the impact of a life event (i.e., the CSR course) on the value 

priorities of students.  It was hypothesized that the importance of sustainability values of students 

will increase after students have taken the CSR course.    

  

CONCEPTUAL FRAMEWORK 

One framework that can be used to assess the CSR course  is the Theory of Reasoned 

Action (TRA) model of Fishbein and Ajzen (1975).  This model illustrates that human behaviors 

can be predicted from attitude, intention, and the influence of subjective social norms. Figure 1 

presents a diagram of the model. 

 

  

 

 

 

 

 

 

 

 

 

 

The strength of Fishbein and Ajzen’s TRA framework is its articulation of the relationship 

between beliefs, attitudes, intentions, and behaviors. This framework is relevant to this study as 

one of the Expected Lasallian Graduate Attributes (or ELGAs) or end goals of the MBA program 

is to produce managers who are service-driven, ethical, socially responsible, and humanistic. Thus, 

the development of such graduates would entail observable actions or behaviors.   Appendix A 

presents the ELGAs as developed by the RVRCOB. 

 Beliefs are the basic building blocks of this framework, where beliefs are based on either 

direct observation, external information, or through several inferential processes. In this manner, 

a person forms beliefs about himself or herself, others, institutions, behaviors, and in this case, to 

the CSR course (with SL component), and even partner-beneficiaries. 

 

Figure 1:  The Theory of Reasoned Action 

Source: Fishbein and Ajzen (1975) 

https://www.google.com.ph/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwiDlYaulLjNAhUMk5QKHQPQAIcQjRwIBw&url=https://en.wikiversity.org/wiki/Motivation_and_emotion/Book/2015/Binge_drinking_motivation_in_young_people&psig=AFQjCNFvLaI5omqSOfGXNzPxWpUoXOA_dA&ust=1466565425215779
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At the simplest level, beliefs formed from direct observation may lead to the formation of 

new beliefs. In the case of the CSR course with an SL component, service learning grants students 

several opportunities to directly observe the state of the SL cooperator/partner-beneficiaries as 

well as their needs, contexts, and problems, among others. At the same time, aside from making 

close observations, students can make inferences about CSR and SL, and partner-beneficiaries 

based on their previous beliefs.   

Bardi and Schwartz (2003) examined value-behavior relations to reveal the correlation 

between values and corresponding behaviors. The highest level of correlation is shown for (1) 

tradition (acceptance of customs, respect for traditions); (2) stimulation (excitement and challenge 

in life); (3) hedonism (pleasure and enjoying life);  (4) self-direction (choosing own goals, 

curiosity, and independent thought); (5) universalism (understanding of all people and nature); and 

(6) power (social status and dominance over other people).  These are values that correlate the 

most with behavior.  Security, conformity, benevolence, and achievements have less impact on the 

behavior of an individual.  

Values can change due to new experiences.  This is true especially of those values that are 

induced by a personal or social crisis. Such a change will assist in the development of a frame of 

reference that is inclusive, critically reflective, and integrative.   Meyers (2009) reports that service 

learning can widen students’ perspectives, can challenge commonly held  stereotypes, requires 

extensive reflection, challenges the insularity common in students, and can evoke very powerful 

emotions. The range of responses and reactions vary; some have found their experiences powerful 

and poignant, stressful and confusing, and these experiences can elicit feelings of guilt, fear, and 

racism especially among privileged students (Dunlap, 1998 as cited in Meyers, 2009).       

The MBA student’s  attitudes toward CSR, SL, and partner-beneficiaries are all based on 

his or her salient beliefs on CSR, SL, and partner-beneficiaries. If a student associates positive 

beliefs with these three subjects (objects), then his or her attitudes will correspondingly also be 

positive. The same is true for negative beliefs and attitudes. Aside from direct observations, a 

person’s evaluation of  subjects/objects also influences his or her attitudes towards these 

subjects/objects. At the same time, a person can have both positive and negative beliefs about a 

subject/object but attitude is the total effect of these beliefs, rather than one specific belief.   

Like the relationship between belief and attitude, intention is also related to attitude where 

the intention is the subjective probability that a person will perform a particular behavior.  

Finally, as this study is concerned with student’s learning outcomes as set out by ELGAs, 

these learning outcomes are behaviors that teachers would like to see in their MBA students.    

  

 

Methodology 

 

DLSU MBA students are required to take the three-unit CSR course as part of the 

requirements of the program. As show in Table 2, the course map matches the CSR course topic 

to  the teaching methodologies used and the expected values learned per module. The topic 

modules and service learning experience will hopefully enable the students be more sustainability 

oriented, not just ensure their or  their families’ well-being. 
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Table 2: Mapping of Course Topics to Teaching Methodologies and Values 

Course Topic Method Target Values 

Sustainable 

Development 

Video: An Inconvenient Truth 

 

Readings:  

 Manalastas, A Leader’s 

Values  

 Code of Ethics of the Bishop 

Businessmen’s Conference 

(BBC) for Human 

Development  

 The UN Principles for 

Responsible Management 

Education 

 

Cases:  

 Case 1: Sustainable growth 

the DuPont way 

 Case 2:  Marcopper 

 

Understanding, 

appreciation, tolerance 

and protection for the 

welfare of all people, a 

world of beauty, unity 

with nature, protecting 

the environment 

Human Rights Video:  Minsan Lang Sila Bata 

 

Readings: 

 International Declaration of 

Human Rights 

 The UN Universal 

Declaration of Human Rights 

as a corporate code of 

conduct 

 

 

Cases: 

 Case 3:  Silent Initiative: 

Pedro’s Commitment to the 

Hearing Impaired 

 Case 4: Royal Dutch/Shell in 

Nigeria 

 Case 5: Fostering CSR in 

Primary Education:  The 

Synergeia Experience 

 

Social justice, equality, 

a world at peace, 

freedom 

 

 

 

 

 

 

 

 

 

 

 

Social 

Responsibility 

Readings: Helpful, honest, 

forgiving, loyal, 

responsible 
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Course Topic Method Target Values 

 Porter, The Competitive 

Advantage of Corporate 

Philanthropy  

 The ISO 26000 Social 

Responsibility Guidance 

(Committee Draft) 

 Why should corporations be 

socially responsible? 

Institutional Foundations of 

Philippine Social 

Responsibility 

 CSR and Business Ethics 

 Phil. SR Over Five Decades: 

Networks, Drivers and 

Emerging Views 

 Driving Corporate Social 

Responsibility Throughout 

the Organization 

Cases: 

 Case 6: Pascual Lab 

 Case 7: PNOC EDC 

 Case 8: Smart and Gawad 

Kalinga 

 Case 9: Phinma 

 

Service 

Learning 

Readings: 

 Gaite, Volunteering for 

Human Development 

 

Exposure:   

At least six hours of “journeying” 

with partner agency or community. 

 

Benevolence, 

Preservation and 

enhancement of the 

welfare of people with 

whom one is in frequent 

personal contact 

 

Building the I-Thou 

(From the World to the 

Classroom) and 

Embracing the World- 

Sustainability as 

Solidarity 

 Source:  CSR Course Syllabus 

 

To measure attitudes and value changes, MBA students who took up the MBA CSR course 

were requested to accomplish the 56-item Schwartz Value Survey (SVS, Schwartz, 1992) at the 

beginning (Week 1) and at the end of the course (Week 14).     Each value item is followed by a 

short definition in parenthesis, for example, “Equality (equal opportunity for all).”   Participants 
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rated each value as a guiding principle in their own life on a 9-point scale from -1 (opposed to my 

principles) to 0 (not important) to 7 (of supreme importance).  

The Schwartz Value Survey (SVS) was used to measure student value change.  The SVS 

has been widely used to assess value hierarchies of individuals and groups that are diverse in 

language, geographical region, and culture (Schwartz 1994, 1992).  It also has been used to assess 

similarity and difference in value hierarchies between individuals and cultures around the world 

(Schwartz and Bardi, 2001).   

Education researchers have used the SVS instrument to study the initial value priorities and 

moral sensitivity of Finnish college students (Myyry & Helkama, 2001) and the value change of 

university students before and after a life transition (Bardi, Lee, Hofmann-Towfigh, & Soutar, 

2009)   

The SVS and its shortened version, the Portrait Values Questionnaire, have been used to 

measure value changes over time, from a three-hour before and after an intervention survey (Arieli, 

Grant, and Sagiv, 2014) to an eight-year study looking at the stability and change of basic personal 

values in young adults (Vecchione, Schwartz, Alessandri, Döring, Castellani, & Caprara,  2016). 

 

Results 

 
The mean value score of the participant across all 56 items in the value instrument was 

subtracted from the value score of each item.  This is a standard procedure when using the PVQ 

and SVS instruments (Schwartz, 1992, 2005b).  It is used because the crucial aspect of each value 

is its importance compared with the other values and because it controls for response tendencies 

that create random variability. 

Table 2 presents the rankings of the top ten values of the 52 MBA students before and after 

the CSR course.  Surprisingly, not a single sustainability value made it to the list.  The top values 

of the students reflect the top value of most Filipinos, their family’s economic security.  These top 

values are similar to the top values of Canadian MBAs, who also ranked Healthy and Family 

Security as their two most important values (Lan, Gowing, Rieger, McMahon, & King, 2010). 

 

Table 2: Top Ten Values of MBA students before and after taking the CSR class 

Rank Pre-CSR Post-CSR 

1 Healthy  Family security 

2 Meaning in life   Meaning in life 

3 Family security   Healthy 

4 Self-respect   Self-respect 

5 Inner harmony   Inner harmony 

6 Honoring of parents and elders   True friendship 

7 True friendship   Honest 

8 Capable   Wisdom 

9 Successful   Honoring parents and elders 

10 Honest   Intelligent  

  

Table 3 presents the pre- and post-CSR class results for the sustainability values.  All 

identified sustainability values increased after the CSR class. 
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Table 3: Sustainability values ratings 

 

 

These numbers are better appreciated in visual form.  Figure 2 presents the data in graph form. 

 

 
 

Figure 2.  Pre- and post-test results for the sustainability values 
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To test if the numbers were statistically different from each other, a paired samples tail t-

test for two dependent means was run for all the values.  Only two values—unity with nature (t = 

2.694) and a world of beauty (t = 2.865) —were statistically significant at p ≤ 0.05.    

These two values may have registered significant changes not only because of the impact 

of the sustainability module, which included Al Gore’s video, An Inconvenient Truth, but also 

because of the devastating typhoons and other climate change impacts (e.g., hotter summers and 

long droughts) that has affected the country significantly over the past decade.  This conclusion is 

backed by similar findings.  Rokeach (1973) suggests that in addition to culture and societal 

changes, values may change to reflect changes in personal experiences. 

Even if not all the values registered significant differences, the change in values, even only 

after a 13- or 14-week interval, shows that taking the CSR class had an impact in the value 

priorities of the students.  Considering that values by definition are relatively stable over time, 

students’ reporting a shift in their values meant that the CSR course had an impact on them.  

Literature supports this conclusion that mean level changes in values have been suggested and 

observed as a function of societal changes, such as economic development (e.g., Inglehart, 1997),  

and the impact of educational programs (reviewed in, e.g., Chatard & Selimbegovic, 2007).  Bardi, 

et. al. (2009) reports that even if there is only a small change in values, this change may be 

systematic and meaningful. 

 

Recommendations 

 

The CSR course with a service learning component has many benefits, not the least of 

which is the promotion of sustainability values.   Therefore, introducing the concepts of 

sustainability in a course in the MBA program can change values, attitudes, and behaviors, and 

hopefully spur these future business leaders to spearhead the drive toward working for a 

sustainable future, through the achievement of the SDGs.   

  The adoption of the CSR course in more institutions of higher education in the Philippines 

will result in the reorientation of the values of future business leaders.  Hopefully, our MBA 

students will be at the forefront of the sustainability movement that would result in business 

leading us to a more prosperous, sustainable, and equitable world.  
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Abstract 

 

As the required service learning subject for all Filipino college students, the National 

Service Training Program (NSTP) seeks to continually enhance their civic consciousness by 

making them active participants in the decision-making and problem-solving processes of their 

partner communities. This research study aimed to look into the extent by which a problem-based 

approach in service learning can enhance the civic consciousness of students enrolled in NSTP. A 

descriptive research in the form of pretest-posttest equivalent groups was utilized. One NSTP 

section with 37 students assigned under the Health and Nutrition (feeding) program in Bolbok 

Elementary School in Lipa City served as the respondents. They carried out service learning by 

completing the required community visits to implement the program. They are exposed to 

problem-based learning (PBL) by requiring them to come up with a written project proposal based 

on the needs of the school they have additionally identified. It is found out that NSTP students 

who are engaged in PBL as manifested by the completion of a written project proposal develop a 

deeper sense of civic consciousness. The strategy of making them write a project proposal as 

manifestation of being immersed in problem-based service learning is considered effective in 

carrying out the projects of NSTP. 

 

Key Words 

 

community service learning; problem-based learning; National Service Training Program; civic 

consciousness; De La Salle Lipa 
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Abstract 

 

The IT-BPM industry aims to increase its headcount to 1.3 million employees and 

contribute US$25 Billion by 2016 to the Philippine economy. This research updates the author’s 

earlier study of six (6) industry-academe partnerships in 2007. 

In 2008, the author’s research was published as Keitel, R. (2008).  A proposed model of 

higher education institution-call center industry partnership. The Asia-Pacific Education 

Researcher Journal. Vol 17, No 2. (ISSN 0119-5646X). The article was drawn from the author’s 

dissertation (Keitel,R.2007), which investigated 6 HEI-industry partnerships which addressed the 

shortage of talent to meet industry needs in the expanding IT-BPM sector of the Philippines. 

The original research  used  Pandit’s grounded theory methodology. The model emerged 

from data gathered from six partnership cases. The sources of data were interviews of key people 

who are directly involved in the partnership, on-site observations, and official documents 

pertaining to the partnership.   

The resulting model explains the phenomenon of HEI-call center partnership in terms of 

conditions or factors that cause the formation of the partnership; strategies for initiating and 

perpetuating the partnership; contextual conditions within which the partnership is couched, and 

the consequences or outcomes of the partnership.  The descriptive approach of the current research 

revisits the partners and determines if the partnerships were sustained and developed.  The review 

of the related literature will be updated.  The research questions: How were the partnerships 

sustained? What new development emerged affecting the partnership? What lessons were learned?  

The tentative findings show that industry partners have changed ownership and strategic 

focus resulting in terminations of the original partnership agreement. However. all academic 

institutions remained intact and have expanded the number of industry partnerships. The study will 

further reveal the answers to the research questions.  It is significant that there remains a gap in 

academic research and scholarship in the human capital development in the Philippines.  Lesson 

learned from this and other studies will help close the gap between the demand for talent and the 

job-readiness of Philippine graduates of academic institution.  Further management research in 

graduate schools of business and education should address this issue. 

 

Keywords: HEI-Industry Partnership; Human resource management; Responsible management 

education; Philippines 
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Abstract 

 

Moral obligations arose from moral codes grounded in the field of philosophy. Ethics  seeks 

to apply these obligations in daily activities. Business ethics is the application of ethics in the 

practice of business. With the rise of corporate scandals in recent years, there is a regained interest 

in the role of business ethics. As the primary training ground for business managers, business 

schools are at the center of this concern. 

 The paper reviews extant literature on the premise and context for the need of ethics as a 

course in business schools. It proceeds to illustrate how business schools integrate the course into 

the curriculum. It acknowledges the inadequacy of current integration efforts. And it cites various 

factors that contribute to the failures. 

The paper identifies gaps in research literature to be addressed in order to explain why 

ethics as a course in business education, though critical, remains a token course and disconnected 

from business practice.  

 

Key Words 

 business ethics; business education 

 

 

Introduction 

 

Business schools are only a recent addition in the university. The first business school was 

founded in the University of Pennsylvania towards the end of the 19th century. Although it was 

founded by Joseph Wharton, an industrialist with strong ethical convictions, ethics was absent as 

a formal topic in the curriculum. Business schools that were subsequently founded did not consider 

ethics as a formal subject area. (Donaldson, 2015)  

Business schools in the 20th century gave prominence to the scientific approach. Ethics is 

a “tacit periphery of business education.”  Business school faculty were convinced that 

management study must be grounded in empirical fact and scientific theory. Facts are valued over 

values. Developments in management theories questioned the use of ethical language of business. 

Business ethics was seen as “tantamount” to business bashing. Ironically, the movement of ethics 

to centre stage was propelled by the inadequacy of scientific approaches to satisfy all legitimate 

social goals for business. Moreover, the reliance on empirical methods exonerates the business 

from being accountable for the consequences of its actions. 

 According to popular view, business ethics is synonymous with moral obligations. These 

obligations are derived from moral codes presented by Kant, Christianity, Aristotle, and the Roman 

Catholic Church, among others. Business ethics primarily reconciles the pressures that arise in the 

practice of business with the obligations imposed by the codes (Heath, 2006).  Heath (2006) argues 

that business ethics naturally arose from the practice of business as a profession. Medical and legal 
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practitioners have special obligation to protect client confidentiality. A business practitioner is no 

different. Thus, the obligations are imposed on the profession, and not the person.  In this view, 

business ethics is professional in nature.  This view gives business ethics a “realistic foothold” 

(Heath, 2006). Management or business, as a profession, requires a “certain amount of trust, or 

moral constraint”, which is “beyond those specified in the contract or the terms of employment.” 

 Abbott et al (1972) posits that management requires proficiency of multiple disciplines and 

knowledge of which is ever-changing. Enforcement of rigorous rules of practice and code of 

conduct would require the practice of management to be systematized and restrained. As a 

profession, management requires a degree of autonomy (Goodall, 2011). On the other hand, Reed 

(1989) argues that managers are embedded and integrated in the organization structure and cannot 

by nature be autonomous. 

 

What is happening? 

 

  A recent poll was conducted among a number of professors to determine a list of worst 

CEOs of all time. Notably, a large number of these CEOs made the list due to their engagement in 

unethical activities (Rutherford, et al, 2012). 

 Adler (2002) observed that in spite of the number of corporate scandals in recent years, 

there has been so little change in the institutions that are primarily responsible for the formal 

education of many unscrupulous CEOs.  This perception is evident. Despite an increasing number 

of graduates, the Great Recession of 2008 is perceived to be primarily a result of the machinations 

of individuals that business schools were supposed to have trained and influenced. As the primary 

training ground for business managers, business schools are under more scrutiny for the role that 

they can and should play in the students' understanding of business ethics (Adler, 2002).   

 Although studies have found no significant differences between business school and non-

business students (Neubaum, Pagell, McKee-Ryan & Larson, 2009), there is a growing number of 

research that shows business students exhibiting less ethical behaviors that students enrolled in 

other disciplines.  

 In particular, two studies conducted by the Aspen Institute (2001, 2008) discovered that    

business students place more importance in generating shareholder value. This is more than the 

importance they place on generating value for customers, employees and product quality. This 

preference becomes more pronounced the longer the students are in the program. Their confidence 

in identifying and resolving ethical conflicts are reduced gradually over the time they stay in the 

program. Similarly, Marwell and Ames (1981) observed that business students have a higher 

propensity to free-ride. Comparing nursing and business students, Cadsby and Maynes (1998) 

found that business and economics students made lesser contribution to social funds or charities 

(Frank et al. 1993). In a focused study, Frank and Schulze (2000) found that they are “more prone 

to accepting bribes.”  Yezer et al (1996) discovered a higher propensity to steal among economics 

students. Not surprisingly, McCabe et al (2006) found that “MBA students cheat more than any 

other student group.” Klein, Levenburg, et al (2007) found that while levels of cheating across all 

professional schools may be similar, the attitudes of business school students towards cheating are 

more permissive. Wang, Malhotra, and Murnighan (2011) found a positive relationship between 

economics education and students’ attitudes toward greed. Parks (1993) posits that students 

seeking an MBA are more predisposed to focus on self-interest, especially in terms of money-

making. 
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 In 2011, Forbes ranking of the top 50 business schools shows “investment in the MBA 

degree—including tuition and forgone salary—is typically paid back in about 3½ years.” This data 

was collected within the 2008-2010 period of the Great Recession, when salaries in finance and 

other career choices of MBAs were already under pressure. According to 2009 figures of the U.S. 

Department of Education, a large percentage of undergraduate degrees is made up of business 

majors. The records of the National Center show that for 2008-2009, business degrees “accounted 

for nearly 35% of all undergraduate degrees awarded” (Ferrero, et al. 2005). 

 

Who is the culprit? 

 Despite the popularity of business education and success of business schools, “there are 

substantial questions about the relevance of the content and doubts about its effects on both the 

careers of the graduates and on management practice” (Huhn, 2014). Miller (1999) believed that 

the ethical behavior of the students were different before they enroll in a business school. Ferraro, 

Pfeffer, & Sutton (2005) suggest that the exhibited behavior is learned and this is learned “by 

studying economics and business.” According to Costigan & Brink (2015), “business education is 

more focused on knowledge acquisition than skill development, attitudinal change, or behavioral 

topics.” These findings have led to proposals to change the paradigm underlying business 

education in order to overcome the current ethical difficulties (Giacalone &Thompson, 2006). 

 Huhn (2014) asserts that the MBA, probably the most successful academic program of the 

last 50 year, negatively affects the theory and practice of management with regards to ethics. He 

demonstrated how the syllabus, the pedagogy and the epistemological assumptions of MBA 

programs together make managers unable and unwilling to deal with ethics. 

 Leavitt (1989) asserted that MBA-level education has distorted those subjected to it into 

“critters with lopsided brains, icy hearts, and shrunken souls.” Initially, according to Huhn (2014), 

MBA programs were intended to expose students to multiple and wide range of perspectives. This 

is realized in a classroom setting through the tutelage of experienced manager-teachers. However, 

this has evolved to become “centers of indoctrination.” Through the syllabus and pedagogy, there 

is an adherence to a standardized theory (Huhn, 2014). More often than not, the theory is unrealistic 

(Hernstein, 1990) and amoral (Ghoshal, 2005; Dierksmeier, 2011). 

Using leadership as a synonym for management, Huhn (2014) asserts that the emphasis on 

leadership have removed ethics from business education. This was realized through the 

propagation of two views in leadership are conflict with each other.  These are one, the Great Man 

theory; and two, a depersonalized, technocratic form of leadership that is based primarily on the 

homo economicus model. 

According to Tourish et al (2010), Great Man theories hold the assumption that leaders are 

followed due to their personalities and superior training in business schools.  Both assumptions 

view ethics as immaterial as the ethics and values are defined by the leader. Podolny (2009) 

observed that MBAs are convinced that “once they rise to positions of prominence, they’re 

responsible only for setting the vision, fashioning the strategy, and developing the agenda.” Tasked 

to generate high returns, business school students are not primed to investigate the huge risks that 

might be attached. 

 With the introduction of the bureaucracy (Weber, 1947), leaders are emasculated to play 

the role of office workers. Although having rational and legal authority, they are expected and 
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required to follow the rules of the organization (Holt and Marques, 2012).  Interestingly, most 

rules of organization are based on the rational-economic principles. 

 With the eminence in the preceding theories in most business schools, management is seen 

not as a “social, personal, and ethical activity”, but merely a technical activity that “abides by 

rational principles and legal constraints” (Huhn, 2014). 

Khurana (2007) asserts that students and managers often operate on default when 

confronted with the complexity of real, every day dilemmas. This default was learned in the 

courses in business school. In this perspective, they see management as purely technical and 

depersonalized. Abiding by these rules frees them from the dilemma of ethical decisions. Albach 

(2007) echoes this observation. According to him, ethical consideration is often seen as a pollutant 

in a totally rational decision making.  

A typical MBA program can be completed in a period of 2-3 years. Perhaps due to this 

constraint, students are primarily taught the tools and their applications. Seldom are they told of 

the tools’ theoretical backgrounds or warned of their implications, consequences and inherent 

problems. And because students have to embrace these tools in such short a time, they are not 

pragmatically motivated to delve deep into the inputs or workings of the underlying models. 

Mintzberg (2004) laments in an MBA program, the only way to survive is earn the credit. 

This negatively affects students who have a genuine desire to learn as they realized that cramming 

is the standard to earn the credit. Ethics, which is rooted in philosophies and nurtured through 

reflections and debates, is incompatible with this study method. Cramming can only work for and 

be applicable to facts. And in a business school, facts are aplenty in the form of numbers and 

models. 

What have they done? 

Grey et al. (1996) presents three approaches to teaching. These are disciplinary, staff 

development, and critical. Disciplinary pedagogy involves presenting prescriptive knowledge to 

students. This can be done primarily through lectures. In staff development, students are 

encouraged to take an active role. This is often in the form of case studies, role plays, simulations 

and games. In critical pedagogy, the truth is not imposed; rather, the instructor guides the students 

in making sense of their practical experience. 

 Using Grey et al's (1996) classification, Currie & Knights (2003) analysed the pedagogy 

used in MBA programs. They argue that the teaching pedagogy in the programs has not changed 

that much. Primarily, it is still based on cramming and applications of acquired knowledge through 

case studies, simulations and business games (Currie & Knights, 2003). 

 In 1995, a review of business ethics education of the 1970s -80s revealed a continuous 

increase of ethics courses in both the undergraduate and graduate programs within the period 

(Collins & Warwick, 1995). However, the trend significantly declined in the late 1980s. 

Previously, Evans, Trevino & Weaver (2006), claimed that there is a gap between the “upbeat 

public claims” regarding ethics education and their actual offerings in the curriculum. This gap 

remains unaddressed. As early in 1995, a survey among 323 business schools deans was 

conducted. The results found that only 16% reported requiring a business ethics course, while 83% 

reported integrated the teaching of ethics into existing functional courses (Solberg, Strong, and 

McGuire, 1995). Rasche, Gilbert, & Schedel (2013) found that 75% of all offered courses are 

electives and stand-alone courses. As only the “converted” will enrol in an elective course, it is 

likely that ethics education does not reach the majority of students. Moreover, the scope of ethics 
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education is limited. This is observed as too little of it is integrated into the disciplines, e.g. 

accounting and finance. 

  Rasche, Gilbert, & Schedel (2013) observed that there is a lack of discussion about whether 

ethics is integrated into business courses and the extent of the integration.. Perhaps due to market 

pressures, schools would increasingly claimed to “have infused ethics into the MBA” (Segon & 

Booth, 2009). In a survey of European business schools, Matten & Moon (2004) found that 80% 

of the participant schools claimed to have “mainstreamed “ethics into the curriculum. 

 In a review of MBA core curricula, Navarro (2008) hypothesized that a couple of factors 

may have a role on the business schools' curricular decisions.  These are leadership, financial 

resources, affiliation, and power and politics.  Results show that there is a positive and significant 

relationship between deans with management background with the number of required courses in 

business ethics. Interestingly, the same study noted that female deans are more likely to require 

students to take the course in business ethics. With regards to financial resources, it was intriguing 

to find that the greater a school's financial resources, as measured by the size of its endowment, 

the less likely a school shall require its students to take a course in ethics. This is in contrast to the 

initial expectation that institutions with greater financial resources will be more likely to require 

an ethics course in the core curriculum. Schools that are private or those that have religious 

affiliations are more likely to require students to take ethics as a course (Castiglia & Nunez, 2010). 

However, Navarro (2008) did not find any significant relationship between the schools' faculty 

composition and the decision to require a course in ethics. 

How can ethics be eminent? 

 For ethics education in business schools to be eminent, Rasche, Gilbert&d Schedel (2013) 

seeks to address the following areas:  first, ethics as a required course; two, integration of ethical 

issues in other disciplines of the MBA curriculum; and three, the increase of ethics courses over 

time.  

In 2005,  it was reported that only 25% of the business programs require a stand-alone 

course (Evans & Marcal, 2005). Christensen, et al (2007) echoed the same findings. They found 

that 25% of top-50 schools ranked the Financial Times require a stand-alone course in ethics.  

According to a study by Evans & Weiss (2008), 39% of the deans of accredited schools thought a 

business ethics course should be part of the MBA core curriculum. Interestingly, according to data, 

most of the ethics-related courses offered have elective status.  The findings question if the 

majority of MBA students are sufficiently exposed to ethics (Rasche, Gilbert & Schedel, 2013). 

 “Although the integration approach continues to receive attention and appears popular 

among MBA students, its usefulness is often questioned” (Evans, Trevino, & Weaver, 2006). 

Schools may claim integration when in reality, ethical issues may have not been addressed in the 

classroom. This may be due to the inability or refusal of the faculty. Integration is essential because 

ethical issues need to be contextualized. Dunfee & Robertson (1988) claims that it is only through 

this manner that students realize the importance of ethics in business functions. 

 In 2004-2008, Litzky & MacLean (2011) found that the number of stand-alone courses in 

ethics increased in the top-ranked MBA programs.  Data collected in 2005-2009 revealed the 

resurgence in the number of ethics-related courses (Rasche, Gilbert, & Schedel, 2013). This could 

indicate that ethical education has become widespread and has moved into the mainstream 

(Cornelius et al., 2007) 
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 Although the increase of the number of offered courses can be taken as a sign of progress, 

there is no significant structural change found on how ethical topics are embedded into the 

curriculum. In other words, courses were added without challenging the underlying structure of 

ethics education in the curriculum. Moreover, the rapid increase over the short period requires 

adequate and qualified teaching faculty. Rasche, Gilbert, & Schedel (2013) doubt that the schools 

have qualified faculty to support this development.  One cannot shake off the suspicion whether 

faculty are sufficiently equipped to handle these courses. According to Dean & Begg (2006), most 

faculty expressed fear of a lack of proper training to teach ethics-related topics. According to 

Evans, Trevino, & Weaver (2006) integration is difficult to monitor. The responsibility of ethics 

education is placed on the faculty. However, the faculty may have little expertise or interest in the 

area and may not give ethics due attention.   

How can ethics be relevant? 

  For ethics education to be relevant, Rasche, Gilbert & Schedel (2013) suggests the 

following focus: one, the increase of ethics courses needs to be supported by a sufficient supply of 

qualified faculty and teaching materials; two, the courses need to be embedded in the curriculum; 

and three, the courses need to go beyond general management courses and into disciplines, e.g. 

finance and accounting.  

 Rasche, Gilbert & Schedel (2013) tried to identify the reasons why despite the increase of 

ethics courses, business schools are hesitant in implementing more structural changes in the 

curriculum. According to them, this is a result of the combination of one, rising external 

institutional pressures to showcase and market ethics education, and two, the existence of variety 

of internal impediments with regards to structural change. Institutional theorists Meyer & Rowan 

(1977) maintains that organizations tend to have a disconnect between talk and action. This is 

evident when the demands of the external environment are in conflict with internal interest and 

resources. Business schools are dependent on accreditation agencies on one hand, and are restricted 

by the faculty interest, on the other. 

 

What are they telling us? 

 Although practicing managers believe that business schools should not be held responsible 

for unethical behavior in business, they believe that business schools should assist future managers 

in understanding ethics by including business ethics in the curriculum (Sigurjonsson, Vaiman & 

Amardottir, 2014). Furthermore, they believed that students should enter the workplace having 

strong ethical standards. These standards can be honed during the students' time in business 

schools.  

 In contrast, many an author believes that business schools bear a degree of moral 

responsibility for the unethical decisions taken by their graduates in the corporate world. Thus, 

they are strongly recommended to include business ethics education in both their graduate and 

undergraduate programs (Brinkmann et al. 2011; Heller & Heller 2011; Swanson & Fisher 2008). 

 However, some believed that unethical business conduct does not necessarily stem from 

the dearth of ethics-related courses in the curriculum or from faulty teaching approaches. They 

believed the conduct stems from the worldview that is propagated by the business school 

(Sigurjonsson, Vaiman & Amardottir, 2014). Giacalone & Thompson (2006) argue that most 
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worldviews propagated by business schools is contrary to the key principles of ethics. These 

principles include the concern for the well-being and harmony among stakeholders, i.e. employees, 

investors, government, and society. Most business education is anchored on the organization and 

the creation of wealth. This perspective is seen by most as the root of the majority of unethical 

conduct in history.  

 According to manager-respondents of a survey conducted by Sigurjonsson, Vaiman & 

Arnartoddir (2014), the business world deserves more than “manufactured students trained in 

quantitative subjects who simply seek the highest financial rewards upon graduation.” Rather, it 

seeks graduates who have the conviction that they contribute to the common welfare of the society. 

 For business schools, they are expected to be independent institutions that foster and 

develop the ideology of good business ethics. They should be at the first to criticize unethical 

behaviour (Rutherford et al, 2012).  

 Moreover, for a course to be relevant, faculty should be “equipped with real-world” 

experience (Sigurjonsson, Vaiman & Arnartoddir, 2014). Although there is no consensus among 

parties regarding an appropriate curriculum in business ethics, the respondents assert that business 

ethics should be offered as an integrated part of the curriculum. 

The respondents find the lack of analytical skills among business graduates. 

Acknowledging that there is a significant gap between the theory and practice of business, the 

respondents seek practical coverage on ethics. The gap can be bridged through practical 

assignment and tasks. However, the over-simplification of the application of ethics should be 

avoided. Collaborating directly with business would supplement the gap. Exposure to real-life 

ethical dilemmas may inspire innovation in the teaching of ethics. 

 

Why we are lost? 

Extant literature in ethics education remains ambiguous. Despite a number of encouraging 

findings, there is no consensus concerning instructions formats in ethics education. The 

effectiveness of either a stand-alone module or as an integrated component is at best 

recommendatory than imperative. Moreover, the objective of ethics as a course is nowhere 

unanimous. Focus is divided between developing awareness and understanding the moral 

reasoning process. Confusion could arise when practical relevance is pitted with theoretical and 

philosophical underpinnings (Gruber & Schlegelmilch, 2013).  

Moreover, there is no sufficient data to support the idea that MBA students who take ethics 

courses will make ethical decisions more often (Weber, 1990). Evans, Trevino, & Weaver 2006) 

acknowledge the inadequacy of existing research about the effectiveness of ethics coursework in 

MBA programs. There is a dearth of data that document the long-term effects of ethics courses on 

managerial behaviour. Interestingly, although many of the studies include students as the sample 

population, none has specifically asked students about their perceptions, as well as their ideas and 

suggestions, concerning ethics education (Gruber & Schlegelmilch, 2013). 

Warren & Tweedale (2002) argue that historical experience should also play a significant 

role in the crafting of management education. Business schools are responsible to show how past 

actions have influenced the business environment and society. Through this, business students may 

have a better grasp and understanding of ethical issues.  

However, one thing is clear, we’re still finding our way. 
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Abstract 
 

Country of origin can be defined as the extent by which consumers evaluate the product by 

the country of origin.  This can be seen by the “made in” label.  The effects can be favourable or 

unfavourable.  In many product categories, consumers use country of origin as a cue to judge the 

quality, prestige or performance of the product. When there is a match between the perceived 

'strength' of the country and the desired product features, the country of origin label will have a 

favourable effect. There are a lot of factors that influence consumers’ perception of goods – brand 

name, image, communication efforts, and even actual experience.  This exploratory study focuses 

on the “made in” claim, the country where the product comes from.  Several researches have 

proven that country associations result to customer bias. 

Research suggests that COO serves as a cue from which consumers make inferences about 

product and product attributes. The COO cue triggers a global evaluation of quality, performance, 

or specific product attributes. Consumers infer attributes to the product based on country 

stereotype and experiences with products from that country. Hence, a COO cue has become an 

important information cue for consumers who are exposed to far more internationalized product 

selection and multinational marketing than ever before. Research into COO has focused on various 

issues linking COO with other marketing variables, including consumer nationalism, 

demographics, hybrid products, brand effects, product quality, price, consumer perceptions, 

technology sophistication, product features, advertising images, and country images, to measure 

consumer perceptions and purchasing behavior (Ahmed et al., 2004; Badri, Davis, & Davis, 1995; 

Hamzaoui & Merunka, 2006). 

From a convenience sample of 100 respondents composed of affluent young adult 

consumers the study reveals that country origin though important do not often dominate the 

process of consumer preference.  Other factors were deemed important like price, product quality, 

social status and social prestige.  Another factor looked into is the fact the Philippines is an 

emerging economy and products made in developed countries are deemed better because of better 

engineering, technology and intense competition.  It should also be noted that there is a difference 

between country of manufacture and country of origin.  The segment studied understands this and 

knows the differentiation.  The country of origin which is embodied in the brand is seen as more 

important than country of manufacture in the purchase decision of affluent young adults.  For 

brands, they should continue to put their efforts in strengthening their brand image. 

 

 Key Words:  country of origin; brand effects; COO; country of manufacture 
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1. Introduction 

In developing markets like the Philippines, consumers are increasingly faced with a choice 

between older local brands and newer nonlocal or foreign brands. In the last five years we have 

seen the entry of huge international retailers like Forver 21, Top Shop, Zara, Gap and more recently 

Old Navy and H&M.  How consumers make their choice is worth researching.   

Scores of studies have already documented the ways in which consumers use a brand's 

country-of-origin (CO) as a cue in inferring its quality and acceptability (Baughn & Yaprak, 1993; 

Bilkey & Nes, 1982),and this research ought to help us understand how consumersin developing 

countries make this choice between localand nonlocal brands. However, most analyses of CO 

effects have only used data from U.S. or U.K. consumers (see review in Heslop & Papadopoulos, 

1993). As a result, we are left with little theory to predict how and why consumers indeveloping 

markets choose between older, local brands and newer, foreign or nonlocal brands.  

 

1.1 Definition of Country-of-origin (COO) 

Country-of-origin (COO) is defined as where the product or brand comes from.  This often 

influences a consumer perception of the product.  An example would be Uniqlo comes from Japan 

and therefore consumers already have a favorable perception of the brand.  Country-of-origin 

effect deals with such perceptions.  This effect differs by product categories, levels of quality.  

Country-of-origin bias means customers tend to overstate the positive and negative attributes of a 

product resulting to a bias towards products from certain countries (Johansson, 2000).   

Despite the COO there is the country-of-manufacture (CM).  This is where the product is 

actualy made and may not be the same with the COO.   

 

1.2 Review of Related Literature 

Research shows that the impact of such characteristics as price, COO, brand, and style 

affect consumer evaluations of product quality and has a significant effecton consumers’ purchase 

preferences. For instance, consumers negatively evaluated the importance of COO relative to 

brand name when the product was produced in a lessdeveloped country. Negative evaluation of 

products made in less developed countries was not overcome by a well-known brand name 

(Ahmed et al., 2004; Clark, Owens, & Ford 2000). 

It has been suggested that the brand name cue evokes not only beliefs about the brand 

itselfbut also triggers recall of the country associated with it as its COO (Jaffe & Nebenzahl, 

2001).For example, regardless of the country of manfacture (CM) of Philips products, 

consumersmay also associate them with the Netherlands (COO), thus triggering the relative overall 

country-of-origin image (COI) and its image as a source for the specified product line. Asis the 

case for the made-in country, the associated country (COO) affects the brand image of the product 

line and moderates the effect of the brand image alone (Al-Sulaiti & Baker,1998; Huddleston, 

Good, & Stole, 2001; Jafe & Nebenzahl, 2001). 

Consumer buying behavior is influenced by many uncontrollable factors, such as social 

influence. Social class and reference groups are important factors that affect consumers’ buying 

behavior. It has been pointed out that social class can be defined as a relatively permanent grouping 

of people who are similar in their values and behavior based on their economic position in society 

(Bareham, 1995).  
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Customers seek brand-related knowledge from the experiences of their reference group, 

for instance, friends, neighbors, relatives, and work associates, to gain reliable information. The 

group evolves beliefs, attitudes, and way of behaving. The greatest impact and influence on 

individual behavior is exerted from a primary group. It includes family, neighbors, friends, and 

social clubs (Solomon et al., 1999). Primary groups are more important to the consumer in 

developing product beliefs, tastes, and preferences and have a more direct influence on purchasing 

behavior. The individual uses them as a standard of reference for his or her general or specific 

thoughts, feelings, and actions. Reference groups provide models for an individual’s motivations, 

perceptions, learning, attitude formation, and decision making. For necessary or inexpensive 

goods, the influence of the reference group on product choice is relatively small (Schette & 

Ciarlante, 1998). However, the reference groups’ influence on brand choice or luxury goods may 

be relatively great. 

Indeed, Western and Asian consumers exhibit different buying behaviors (Schette & 

Ciarlante, 1998). Western consumers tend to be more individualistic and impulsive when making 

purchasing decisions and tend to be more influenced by personal factors. On the other hand, Asian 

consumers are less individualistic in their buying behavior and personal preferences are 

determined by input from various sources, such as family, friends, and peers. The family unit is 

the basis for virtually all known societies. Many family purchases are inherently emotional and 

affect the relationships between family members (Schette & Ciarlante, 1998). Families have a 

lifelong impact on all of us both genetically and through our early socialization, no matter what 

culture we come from. Family, whether nuclear or extended, is still a major social group for most 

people and has a strong influence on the behavior adopted by individuals within it, including 

consumer preferences. Moreover, due to the strong collectivist orientation of Asian cultures, the 

family is regarded as the most fundamental group in life that influences people’s behavior (Schette 

& Ciarlante, 1998). 

 

1.3.  Objectives of the Study 

The study aims to investigate further COO effects among young adults when purchasing 

clothing brands.  The specific objectives are: 

 To determine knowledge and accuracy of the market about COO 

 To determine knowledge and accuracy of the market about CM 

 To identify COO effects on the purchase of products vis a vis CM 

Hypothesis of the Study 

 Young adults are not accurate in stating the COO for the brands 

 Young adults are not accurate in stating the CM for the brands 

 CM from a seemingly less developed country will result to non purchase of the 

product. 

 

2. Methodology 

 This paper is a single cue research in terms of respondents covered.  It covers young adults 

ages 16-21 who all belong to the upper social class.   The respondents are all university students 

coming from DLSU, Ateneo and UA&P.  Without asking them directly, the buying power of this 

group is high particularly on clothing.   
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 Quota sampling was used and a total of 120 respondents were gathered.  The paper used a 

simple questionnaire which was conducted face to face.  The brands used in the study are the 

popular brands among the target respondents.  A validation was used which was purchase must 

have been done in the past 6 months.  The survey was conducted December 2014. 

 Simple statisticial tools were used to analyze the data.  The correctness of the answers were 

determined from secondary research to determine country-of-origin.   Actual observations, thru 

store checks, were done to determine accuracy of the country-of-manufacture.  The researcher 

visited the stores and looked at the labels.   

 

3. Results and Analysis 

 

Out of the 120 respondents, 70% were female and 30% male.   

 

Brands Percentage 

Forever 21 74% 

H&M 78% 

Zara 55% 

Top Shop/ Top Man 51% 

Gap/ Old Navy 27% 

Table 1.  Brands Purchased During the Past 6 Months 

 

Based on the table above, all the respondents have shopped in the stores selected for this 

study.  The highest purchase was done at H&M which only opened last October 2014.  This is the 

reason why this store got the highest percentage for purchase.  This young segment loves new 

things and they are curious of what this new retailer offers.   

 

Country-of-Origin Correctness Percentages 

100% correct 50 

75% correct 14 

50% correct 11 

25% correct  

wrong 25 

Table 2.  Accuracy of COO 
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Forever 21 originated from the United States. H&M originated from Sweden, Zara 

originated from Spain, Top Shop and Top Man from United Kingdom and Gap and Old Navy from 

the United States.  The results show that half of the respondents correctly identified the COO.  

Additionally, others got 75% of the countries correct while a few correctly identified half of the 

COOs.  So in totality, 75% of the respondents knew exactly where the brands came from.  Only 

25% got wrong answers. 

More than majority (85%) of the respondents are aware that despite the country-of-origin, 

products are actually made in other countries.  In fact, almost the same number (82%) identified 

the correct the country-of-manufacture.  The countries cited were China, Bangladesh, Indonesia, 

Vietnam, Philippines, Morocco, Cambodia, Pakistan among others.  All of the respondents who 

are aware of the CM said they all purchase the brand despite the difference with the COO. 

 

Reasons Ranking Percentage 

Style 1st 71% 

Quality 2nd 55% 

Brand 3rd 52% 

Popularity 4th 30% 

Price 5th 25% 

Table 3.  Reasons for Purchase 

 

Based on the table above, the respondents gave style as the reason for the purchase despite 

the difference between the COO and CM.   The target respondents are young adults thus style is 

very important to them.  The want the latest fashion and look and this impacts on their choice of 

brand.  Next is quality which they expect the brands carry because of the COO.  The COO will not 

outsource it to CM that has poor quality so they are assured that the products are of good quality.  

Brand comes in as third and surprisingly H&M is a very strong brand considering that this store is 

not even 6 months in the market.  Related to style, young adults want to be in and so they look into 

the popularity of the brand.  They would want to wear clothes that are popular among their peers.  

Lastly, price is the last consideration because this group is affluent and has the buying power. 

 

The study showed that the following hypothesis: 

 Young adults are not accurate in stating the COO for the brands:  NULL AND VOID 

 Young adults are not accurate in stating the CM for the brands:  NULL AND VOID 

 CM from a seemingly less developed country will result to non-purchase of the 

product:  NULL AND VOID 

 

  



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

390 

 

4. Conclusion and Recommendation 

This study explored the relationship between country-of-origin and country-of-

manufacture.  To conclude, contrary to the hypothesis, young adults are accurate in stating the 

country-of-origin for the brands and they are also accurate in the country-of-manufacture.  Also, 

despite the knowledge on the difference between COO and CM, the target market continues to 

purchase the products. 

This research provides an insight that young adults are more knowledgeable in the brands 

they wear.  This can be attributed to the ease of finding information through the internet.  It also 

means that even if the CM is a developing or underdeveloped country, this does not affect the 

purchase.  The COO has the bigger effect and we can say that it has a “halo” effect on the products.  

For this market, the factors that are considered in the purchasing are style, quality and brand which 

all point to a degree of social identity.  There has been a lack of focused data that is of greater 

value to companies who segment their markets and target specific groups.  Most COO studies give 

marketing managers an overview of consumer behaviour but not specific, more detailed 

information.  What is significant in this study is that it isolated and researched one specific group 

of consumers, whose buying power and economic importance is significant in a developing 

country.  Young adults are a huge market and this is the target market of a lot of products.  

The marketing function and strategy of the manufacturing organization can be viewed as a 

system, a process.  Brands are looking for more efficient ways to manufacture their products and 

outsourcing them to under developed economies or developing economies is one strategy.  This 

study clearly points out the importance of a strong brand which is a marketing function.  The effect 

of a strong brand is translated ultimately to purchase. The brand needs to inform the public of its 

country-of-origin and be strong on this.  Once this is established, the market disregards the country-

of-manufacture.  Despite the fact that all the brands have China as a CM, the market continues its 

patronage.  Thus, for marketing and business managers, it is imperative that the creation of a strong 

brand is a priority attached with its country-of-origin.  Apart from a strong brand, style and quality 

is also important.  Thus, even if the CMs are from less developed countries, the style should reflect 

the latest and the quality should standard.  With a strong brand and a recognized COO, current 

style and good quality, the market will buy the products and not focus on the CM. 

This study can be replicated using another single market like adults, retirees or teenagers.  

It can also be done when entering new territories.  For example, this study can be replicated in 

Vietnam for the same market should H&M or Forever 21 open there.  More insights can be gained 

that can aid marketing and business managers.  Within the same single market of young adults, 

other studies can focus on local and foreign brands. It is already a fact that even our local brands 

like Bench, Bayo, Kamiseta manufacture outside the Philippines.  Thus, this can be another study.   

Also, apart from comparing COO and CM what can be compared are local and foreign brands.    
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Abstract 

 

Now that LPU-Batangas is establishing its name in terms of secondary education, this study 

was conducted to assess and at the same time address the effectiveness of the institution's 

marketing strategies. Moreover, this study aimed to determine the factors that encourage the 

students to enroll in LPU; and to propose a plan of action to address the problems encountered by 

the high school students. The researchers came up with the idea of studying this in order to assess 

the strengths and weaknesses of LPU-High School marketing strategies. As a marketing students, 

the researcher would like to apply the learnings and knowledge on how it can help improve the 

marketing strategies of LPU-High School. This study also greatly benefited the researchers and 

the Strategic Communications and Alumni Affairs Office with the information on how to make 

effective marketing strategies effective.  

This study is decriptive in nature. It made use of a self-made questionnaire as its primary 

data gathering instrument which was validated by an expert in the field. The said instrument is 

divided into three parts which asked the participants to indicate their assessment regarding the 

marketing strategies of LPU High School and the factors that encouraged them to enroll in the 

aforementioned school, and the problems encountered by them. This was participated by 205 high 

school students of LPU-High School. The results were tallied, encoded, and interpreted using 

frequency distribution and weighted mean. The obtained data were treated using PASW Version 

18 for further analysis. As a result, the marketing strategies are generally effective. 

The researchers recommend that the school may be more vigilant on the satisfaction of its 

students and consider improving its less effective marketing strategies; and the school may 

consider making speedy construction of rooms and facilities to facilitate its growing population. 

 

Key Words: marketing; strategies; effectiveness; advertising; business 
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Introduction 

 

Effective school marketing and business strategy needs in-depth knowledge and experience 

of each of the words "school", "marketing", "business" and "strategy". Education has been argued 

to be a quasi- commercial service industry and universities are behaving increasingly as 

corporations in many respects (Veloutsou et al., 2013; Bunzel, 2013 ). Although higher education 

institutes are not typically thought of as a business, colleges and universities utilize marketing 

strategies in order to compete for students. Information and communication technologies have 

enhanced and changed the nature and context of communication exchange, allowing for a broader 

range of competition.  

In the study of Shepherd ( 2010 ), marketing strategies  provides different aspects of 

marketing management and technological innovations in all parts of education, including K-12, 

non-formal, and distance education. Highlighting research studies, experiences, and cases on 

educational marketing, this is essential for educational planners, administrators, researchers, and 

marketing practitioners involved in all aspects of educational development. With increased 

commercialization comes an associated focus on marketing and branding and the adoption of 

marketing as an ethos by diverse sectors, including education, is no longer under debate. In 

addition to this, Hankinson ( 2012 ), stated that the challenge for universities, however, is that 

effective application of marketing to specialist areas such as education is arguably not well 

developed. 

According to Schnaars (2010), the main focus of marketing strategies is manipulate the 

variables of the marketing mix, that is, the product, price, a place, and the promotion strategies so 

as to achieve the objectives of the organization. There are four steps in setting the marketing 

strategies: defining the business, setting the mission, selecting the functional plans, and budgeting. 

Secondly, the process of setting the mission tries to define why the business exists and how it will 

meet the needs of its target market in order to meet its long-term objectives Thirdly, developing 

functional plans is involved with outlining the tasks that will help the business in achieving its 

objectives. Finally, budgeting is concerned with the resources that the marketing department will 

have to implement the marketing plan (Schnaars, 2010). Thirdly, developing functional plans is 

involved with outlining the tasks that will help the business in achieving its objectives. Finally, 

budgeting is concerned with the resources that the marketing department will have to implement 

the marketing plan ( David, 2011 ). 

Today, LPU-High School requires more than traditional advertising, marketing or identity 

development. It is an institution that craft, present and manage a unified brand message, experience 

and environment to achieve a competitive advantage in recruiting, retaining and building loyalty 

among their students, parents, staff, faculty and alumnae. LPU-High School has a university 

homepage where it is a hub of its web presence and attempting to appeal to a diverse range of 

visitors; the challenge is staying intuitive and uncluttered. If visitors have to go back to your 

homepage every time to find the content they're seeking, they aren't likely to stay on your site very 

long. In addition, LPU has its own brand ambassadors and it is called as Association of LPU Brand 

Ambassadors, where they are the ones who conduct career guidance and market LPU-B in other 

high school institutions. 

 In connection to the observations above, the researcher came up with the idea of studying 

this in order to assess the strengths and weaknesses of LPU-High School marketing strategies. As 

marketing students, the researcher would like to apply the learnings and knowledge on how it can 

help improve the marketing strategies of LPU-High School. This study also greatly benefited the 
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researchers and the Strategic Communications and Alumni Affairs Office with the information on 

how to make effective marketing strategies effective.  

 

Objectives of the Study 

 

 This study aimed to assess the effectiveness of marketing strategies used by LPU-High 

School.  Specifically, it aimed to determine the profile variables of the students in terms of : gender, 

grade level, monthly income, and type of school last attended; to determine the effectiveness of 

marketing strategies of LPU-High School; to identify the factors that encourage the students to 

enroll in LPU-High; to identify the problems encountered by the students in terms of marketing 

strategies and  to propose plan of action to address the problems encountered by the LPU-High 

School students. 

 

Literature Review 

 

Effectiveness of Marketing Strategies 

According to Adnett & Davies ( 2010 ) the introduction of market-based reforms of state 

schooling systems have been justified by the supposed benefits of encouraging greater inter-school 

competition in local schooling markets. Promoting increased competition by comparison was seen 

as a means of  stimulating greater allocative, technical and dynamic efficiency in schools.  

According to Hartstein ( 2011 ), Facebook regardless of whether or not schools choose to 

do so. By setting up a Facebook Page, schools can establish a controlled, professional presence 

that allows them to capitalize on this social space in many important ways, while still protecting 

their students. It’s important to note that while a Facebook Page is an excellent opportunity for 

schools to supplement their web presence, it doesn’t fully replace the benefits of a robust website.  

In the study of George ( 2012 ), Television ad time is still expensive and obviously still 

being purchased, but its effectiveness has definitely been on the decrease, while internet 

advertising campaigns continue to be on the rise. Viewers are watching far less live television. 

One of the selling features of these devices is the ability to skip the commercial breaks in pre-

recorded programming; as a result, fewer people are actually watching television commercials.  

 

Factors that encouraged the students to enroll in LPU-High 

Based on the study of Lackney (2011), the school facility is much more than a passive 

container of the educational process; it is rather, an integral component of the conditions of 

learning. The layout and design of a facility contributes to the place experience of students, 

educators, and community members. Depending on the quality of its design and management, the 

facility can contribute to a sense of ownership, safety and security, personalization and control, 

privacy as well as sociality, and spaciousness or crowdedness.  

In the study of Fenker (2010), Facilities management is an integral part of the overall 

management of the school. The actualization of the goals and objectives of education require the 

provision, maximum utilization and appropriate management of the facilities.  

In addition, according to Max (2012) High school students form a unique marketing 

segment that has the potential to boost sales when align to the marketing strategy effectively. With 

the current digital revolution, virtually all high school students are connected to the web, and the 

internet offers the best platform to target this group with brand messaging. However, traditional 

methods are still helpful in marketing to them. If one is dealing with goods and services that are 

http://mashable.com/category/facebook/
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tailored toward the needs of high school students, there are few things one need to consider before 

rolling out the marketing program. 

 

Problems encountered by LPU-High School students in terms of marketing strategies 

According to (Birdmandayv 2012) food is one of the most basic needs for any healthy 

human being to work and live a normal and comfortable life. For this same reason, students require 

a lot of energy in undertaking the numerous activities such as the mind challenging assignments 

and other accomplishments. Life has become too expensive to contain with emerging global issues 

such as the recession period in the US. The food prices have significantly risen, but this should not 

be felt by a student who is dependent on the parent.    

Pohl & Berk ( 2016 ) stated that elevator and Escalator Accidents almost all multi-storey 

commercial properties have elevators or escalators so that people visiting the property can quickly 

and easily access the higher floors. While these machines are incredibly useful and helpful when 

working properly, they can also serve as a significant safety hazard if they malfunction. Sadly, 

most elevator and escalator accidents occur because of property owner negligence and could be 

prevented if owners were more diligent in making sure necessary maintenance is performed. 

In the study of Botto ( 2014 ), Peer pressure affects everyone, not just the teen. Peer 

pressure does not stop after high school; People all do things because they want to fit in. What 

makes peer pressure even harder for teens is that parents often don’t understand the depths to which 

these pressures go. Teenagers are not just worried; he or she is terrified of not fitting in with friends. 

They don’t just want to be accepted by their friends; they want to be popular. Encourage your 

teenagers to get involved in activities where they can find friends whose outlook and character are 

in line with family values. Together, teens and friends can give moral support to each other, which 

will make it much easier to resist negative peer pressure.  

 

Methods 

Research Design 

This study used descriptive method of research in order to ascertain and describe the 

characteristics of the variables of interest in a situation. According to Valdez ( 2013 ), Descriptive 

research is concerned with the description of data and characteristics about a population. This 

study obtained and described the views of the respondents with regards to the effectiveness of 

marketing strategies used by LPU-High School. 

 

Participants of the Study 

The participants of this research are the high school students of LPU-B which consists of 

635 across each level. The sample of the study consisting of 205 high school studentswas based 

from an effect size of 0.35, a power probability of 0.95 and an alpha level of 0.05, using a statistical 

software. ( G*Power 3.1.9 ) 

 

Instrument 

This research used a self-made questionnaire. A total of 27 common vocabulary 

marketing strategies were identified in the questionnaire and were grouped as follows: Part1 : The 

Profile of the respondents, Part2 :Marketing Strategies used by LPU-B High School and the factors 

that encouraged the respondents to enroll in LPU-High, Part3 : Problems encountered by the high 

school students. It was verified by the Marketing Staff who is an expert in the field of Marketing 

and was validated by a statistician.The questionnaire required the respondents to indicate how 
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effective these strategies are. The extent of language learning strategy use was determined using 

indicators expressed on a (4) -point Likert scale: 4 – Strongly Agree, 3 – Agree, 2 – Disagree , 1 – 

Strongly Disagree. In accomplishing the questionnaire, the respondents will were instructed to 

indicate how often they have used a certain strategy whether in school, at home or in other places 

by checking the brackets that correspond to their answers. 

 

Data Gathering Procedures 
 After the approval of the title, the researchers started gathering information about the 

subject through electronic materials and library. In order to gain more information about the 

marketing strategies of LPU, the researchers approached the Marketing Department of LPU-B to 

ask the different marketing strategies that LPU-B is using. The researchers spent time in reading 

books and other printed materials in the school library. The researchers also retrieved different 

reliable web page to look for more related information about the subject matter. After validation, 

the researchers disseminate the questionnaires to the respondents. 

 

Data Analysis 

The gathered data were tallied, encoded and interpreted using different statistical tests. 

These include frequency distribution and weighted mean which were based on the objectives of 

the study. In addition, the obtained data were treated using the statistical software, PASW version 

18 to further analyze the result of the study. 

 

 

Results and Discussion 

 
Table  1 

Percentage Distribution of the Respondents’ Profile 

Profile Variables Frequency Percentage (%) 

Gender   

Male 88 42.90 

Female 117 57.10 

Grade Level   

Grade 7 53 25.90 

Grade 8 59 28.80 

Grade 9 57 27.80 

Grade 10 36 17.60 

Monthly Income   

P10,000 – P20,000 32 15.60 

P20,001 – P30000 39 19.00 

P30,001 – P40,000 62 30.20 

P40,001 and above 72 35.10 

Type of School Last Attended   

Public 46 22.40 

Private 152 74.10 

Sectarian 4 2.00 

Non-Sectarian 3 1.50 
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 Table 1 presents the distribution of the respondents’ profile in terms of gender, grade level, 

monthly income and type of school last attended.  

It was observed that female got the highest frequency of 117 or 57.10 percent while male 

got only 42.90 percent. The study confirms that most students enrolled in LPU-High School are 

female.  

According to Philippine Statistics Authority, ( 2013 )the participation rate of females aged 

12 to 15 years old in secondary or high school education (73.8%) was also higher than the 

participation rate of males (62.8%). In all regions, fewer males were attending high school 

education than females with a ratio ranging from 68 to 95 males for every 100 females.  

With regards to grade level, it noticed that there are more grade 8 with a percentage of 

28.80, followed by Grade 9 with 27.80 percent. The least among the grade level distribution was 

Grade 10. Students who have experienced Grade 7 from the other schools were moving to LPU-

High. This is because the high school building was established on its 2nd year since it was launched. 

That’s why enrollees for Grade 8 increased. 

In the study of Irvin ( 2010 ), he stated that high school students who seek transfers do 

so because they want to participate in an academic program different from their last school 

attended. 

 As to the respondents’ monthly income, most of their family are earning P40,001 and above 

which obtained the highest percentage of 35.10. Most of the students enrolled in LPU-High are 

from family that are capable to send them to a quality institution like LPU-High School based on 

the salary that their parents earn every month. 

Mayer ( 2010 ) stated that the most intuitive explanation for this is that rich parents can 

spend more than poor parents on their children and that these “investments” lead to better outcomes 

for their children. Such investments presumably also promote economic growth as the “higher 

quality” children grow to adulthood. 

It was also observed that majority of the students are from private school since it obtained 

the highest frequency of 152 or 74.10 percentage. The perception of the parents is that they want 

to continue the leanings and knowledge that their children gained from their last school attended. 

Likewise, the satisfaction brought about by a student in his primary education can be brought until 

his secondary education. In addition, the parents may have observed that their children would want 

to continue the type of teaching their children have experienced. According to Cruz ( 2014 ) , 

Parents send their children to private schools because they want something more than what public 

schools offer. The K to 12 law specifies that the medium of instruction in elementary school should 

be the Mother Tongue. This is the correct pedagogical step in accordance with international 

agreements (with UNESCO), education research (loads of research all over the world proving the 

superiority of Mother Tongue education), and practicability (a significant percentage of public 

school students do not finish elementary school and, therefore, will never work in an environment 

that requires knowledge of the English language). 
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Table 2 

Effectiveness of Marketing Strategies of LPU High School 

Indicators 
Weighted 

Mean 

Verbal 

Interpretation 
Rank 

1.  Enrolment Campaign 3.36 Effective 4 

2.  Print Advertisement ( tarpaulins & flyers ) 3.26 Effective 5 

3.  Radio Advertisement 3.11 Effective 8 

4.  TV Advertisement 3.25 Effective 6 

5.  Inter-High School Competition 3.44 Effective 1.5 

6.  LPU Website 3.39 Effective 3 

7.  LPU Facebook Page 3.44 Effective 1.5 

8.LPU Freebies ( notebooks, umbrellas, button 

pins ) 
3.23 Effective 7 

Composite Mean 3.31 Effective  

 

As seen from the result, the respondents assessed that the marketing strategies employed 

by LPU High was effective with a composite mean of 3.31.  

In Table 2, Inter-High School Competition and LPU Facebook Page both got a 1.5 ranking 

with a verbal interpretation of effective and both got a weighted mean of 3.44. Students had a 

tangible experience in joing Inter-High which resulted in pursuing enrolment at LPU-High. Parents 

and students are able to find a competitive and high quality of education. They also look for the 

attainment levels of prospected school and considered the effectiveness of the competitions 

offered. That means LPU High Batangas achieved this kind of promotional strategy, which is 

conducting competitions between different schools. According to Adnett & Davies ( 2010 ), Inter 

high school competition is one of the most effective marketing strategies. Promoting increased 

competition by comparison was seen as a means of stimulating greater allocative, technical and 

dynamic efficiency in schools.  

Academic competition is one of the students motivation, they pursue to work harder in 

school and helps them get excited about academic content. LPU High intends the competition to 

provide motivated students to climb to the top.  

Facebook is one way to introduce any kind of business, products and services and specially 

school. Facebook is an opportunity for a school to connect with families and share information 

rapidly. If a school is consistent in keeping the information updated and accurate, students and 

families will likely come to rely on the Facebook Page as a resource to find information about 

what’s going on at the school. There are many different types of information that a school could 

choose to share on its Facebook Page. 

In the study of Hartstein ( 2011 ),Facebook regardless of whether or not schools choose to 

do so. By setting up a Facebook Page, schools can establish a controlled, professional presence 

that allows them to capitalize on this social space in many important ways, while still protecting 

their students. It’s important to note that while a Facebook Page is an excellent opportunity for 

schools to supplement their web presence, it doesn’t fully replace the benefits of a robust website 

Facebook Page became popular in terms of social media. Facebook page plays an important role 

in every school activities. They can use it for posting such announcements including the 

importance of daily news in schools. That’s why students became more updated with the public 

post of the schools which they preferred. 

http://mashable.com/category/facebook/
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 Though all were effective, TV Advertisement (3.25), LPU Freebies ( notebooks, umbrellas, 

button pins ) (3.23) and Radio Advertisement (3.11) got the lowest mean value and ranked the 

least.  

             Nowadays, radio advertisement is less tuned in than TV Advertisement because many 

listeners are most focus on television. It sometimes result in a disappointing conclusion. Moreover, 

radio device is not in demand nowadays it’s just like in old times.  In addition, only limited students 

received the freebies that LPU provides. Mostly, the admin and the LPU Staffs are the only one 

who received freebies.  

            Television Advertisement is less effective in LPU High students because on what we see 

on television and time is still expensive and has definitely been on the decrease of usage; LPU 

High doesn’t have a lot of commercials to show on TV and some of the children lack interest with 

advertising schools in Television.  

Television Advertisement time is still expensive and obviously still being purchased, but 

its effectiveness has definitely been on the decrease, while internet advertising campaigns continue 

to be on the rise. Viewers are watching far less live television. One of the selling features of these 

devices is the ability to skip the commercial breaks in pre-recorded programming; as a result, fewer 

people are actually watching television commercials.  

Based on our research freebies became the least effective strategy of LPU High, Although 

LPU High still producing freebies such as; umbrella, calendars, tumbler and pens. Students are not 

into use or explore freebies of LPU High.  
Table 3 

Factors that Encourage the Students to Enroll in LPU 

Indicators 
Weighted 

Mean 

Verbal 

Interpretation 
Rank 

1.  Scholarship 3.28 Agree 3 

2.  Siblings Discount 3.04 Agree 7 

3.  Alumni Discount 3.01 Agree 9 

4.  Varsity Discount 3.01 Agree 8 

5.  Facilities 3.52 Strongly Agree 1 

6.  School Uniform 3.47 Agree 2 

7.  Referral of other people 3.18 Agree 5 

8.  Association of Lyceum Brand   Ambassadors 3.23 Agree 4 

9.  Allowance for Cultural Membership 3.06 Agree 6 

Composite Mean 3.20 Agree  

 

According to the table above, factors that encouraged the students to enroll in LPU received 

Agreed with a composite mean of 3.20.  School Facilities rank no. 1 with the weighted mean of 

3.52 with the verbal interpretation of effective. Second, is the School Uniform with a weighted 

mean of 3.47. Third, is the Scholarship with a weighted mean of 3.28 and the Alumni Discount 

ranked last with a weighted mean of 3.01.  

These may suggest that the promotional strategy of LPU which is the state of the art facility 

is strongly effective. LPU-High School department provides an adequate and efficient facilities 

that shape young minds to take the lead. Having a good facilities can easily attract students to 

enroll in LPU-High. An effective school facility is responsive to the changing programs of 

educational factor, and at a minimum should provide a physical environment that is comfortable, 

safe, secure, accessible, well illuminated, well ventilated, and aesthetically pleasing. 
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In the study of Fenker (2010), Facilities management is an integral part of the overall 

management of the school. The actualization of the goals and objectives of education require the 

provision, maximum utilization and appropriate management of the facilities. Furthermore, 

advances in science and technology, necessitate that the school manager should adopt modern 

methods of facilities management. This will improve the quality of teaching and learning. A direct 

relationship exists between the quality of school facilities provided and the quality of the products 

of the school. The physical environment of a school is a major determining factor in the attainment 

of its objectives.   
Table 4 

Problems that Encountered by students in LPU High 

Indicators 
Weighted 

Mean 

Verbal 

Interpretation 
Rank 

1.  Slot reservations for scholarship 2.56 Agree 12 

2.  Entrance Exam Hours Limit 2.65 Agree 10 

3.  Location of Offices 2.63 Agree 11 

4.  Releasing of ID and Uniforms 2.67 Agree 8.5 

5.  Payment of Tuition Fees 2.78 Agree 5 

6.  Strict Security Guards 2.67 Agree 8.5 

7.  Dealing with Staffs 2.70 Agree 7 

8.  Expensive foods at the canteen 3.12 Agree 1 

9.  Usage of Elevator and Escalator 2.92 Agree 2 

10.  Peer Pressure 2.80 Agree 3 

Composite Mean 2.55 Agree  

 

As seen in the results in Table 4, problems encountered by LPU-High School students 

received a composite mean of 2.55; Expensive food in the canteen ranked no. 1 with a weighted 

mean of 3.12, Usage of Escalator and Elevator ranked second with a composite mean of 2.29 and 

third is the Peer pressure with a weighted mean of 2.80.  

Expensive food in the canteen, many students are complaining about it because aside from 

being not budget friendly, they do not offer student meals and the choices are limited. Food is one 

of the most basic needs for any healthy human being for us to work and live a normal and 

comfortable life. ( Birdmanday, 2012 ) 

Usage of escalator and elevator, In terms of elevator, many students are complaining that 

the elevator is still under construction. In terms of escalator, many students are complaining that 

the escalator is only available when they are entering because there are possibilities that some 

students might play the escalator and high risk of accidents might happen. But they need to extend 

their operating hours and fast track the construction of the elevator to lessen the inconvenience to 

students. Peer pressure is one of the problems that encountered by the students. The students are 

lacking in confidence to make friends with others and they do not feel important that’s why 

creating organizations for students to be involve would be a great help. In the study of Botto ( 2012 

), Peer pressure does not stop after high school; we all do things because we want to fit in. What 

makes peer pressure even harder for teens are that parents often don’t understand the depths to 

which these pressures go. Your teenager is not just worried; he or she is terrified of not fitting in 

with friends. They don’t just want to be accepted by their friends; they want to be popular. 
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Table 5 

Proposed Plan of Action to Address Problems Encountered by LPU-High School Students 

Key Result Area Strategies/ Activities Persons Concerned 

 Expensive foods at the canteen Review the price of food being 

sold and offer affordable student 

meals 

Canteen Concessionaireand 

LPU Officials  

 

 Peer Pressure Engage students with activities 

that will result students 

involvement and conduct 

counseling regularly.  

Office of Students 

Affairs&CATC 

 

 Usage of Elevator and Escalator Extend escalator operating hours 

and fast track construction of the 

elevator. 

Contractor & PFMO 

 

 Payment of Tuition Fees Inform the students to pay in 

Bayad Centers like SM, BPI & 

BDO. 

Finance Office 

 Dealing with Staffs Advice them, to be approachable 

and conduct a seminar regarding 

customer relations. 

Human Resource Department 

 

Conclusions 

1. Majority of the students are female, on their 8th grade, from private school and have a 

monthly income of P40,001 and above. 

2. The marketing strategies are generally effective.  

3. Facilities strongly encourage the students to enroll in LPU-High.  

4. The no. 1 problem encountered by the students in LPU-High is the expensive foods at 

the canteen. 

5. A proposed action plan was formulated to address the problems encountered by the 

LPU High-School students. 

 

Recommendations 

 

1. Strategic Communications and Alumni Affairs Office may encourage more male to 

enroll in LPU-High School. 

2. Strategic Communications and Alumni Affairs Office may review the effectiveness of 

Radio Advertisement. 

3. The concessionaire may review the products being sold and offer students meals. 

4. LPU may consider finishing the rooms that are not yet ready. 

5. The Facilities and Principal’s office may extend the operating hours of escalator and 

fast track the construction of elevator to lessen the inconvenience of the students. 

6. Strategic Communications and Alumni Affairs Office may utilize the result of our 

study in the near future. 
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ON BRAND PATRONAGE AMONG SELECTED FANS CLUBS IN DAVAO CITY 
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Abstract 

 

Local Celebrity Endorsers’ Effect to Brand Patronage 
With the evolution of celebrity love teams in the Philippine showbiz landscape, marketers 

have tapped these celebrities as promotional tools to advertise brands in hopes to reach their target 

markets to achieve market share growth. The rise of the teen celebrity love teams that are presently 

known in showbiz industry as AlDub, KathNiel, and JaDine, paved way to the existence of 

fandoms that are actively present in social media (Instagram, Twitter, and Facebook) expanding 

market reach beyond air times. These celebrity couples are currently some of the country’s top 

endorsers and are utilized by local and international brands hoping to build brand awareness, and 

influence their followers’ brand patronage. However, little is known about the factors that 

contribute to the influence of these celebrity endorsers to the fans’ buying behavior.  

 

The Factors that Contribute to the Influence of Celebrity Endorsers  

This study endeavored to understand the factors (1. image, 2. intensity of support, 3. 

popularity, 4. social media presence) that contribute to the influence of celebrity endorsers to the 

fans’ brand awareness, brand loyalty and to the degree of brand patronage. Another objective of 

this research is to determine if there is a relationship between these factors to the degree of brand 

patronage, and generate models that will explain the variation of these factors towards brand 

awareness, brand loyalty, and degree of brand patronage.  

 

Data Gathering and Method of Analysis 

This study employs a sample of 194 official fan members from 386 total number of 

population of three selected fans club representing the three celebrity love teams with the use of a 

self-administered survey. The results of the study were analyzed using Stepwise which then 

showed what factors are most significantly predictive to brand awareness, brand loyalty, and 

overall brand patronage. The study was able to generate models which explain the effects of the 

factors to brand awareness, brand loyalty, and overall brand patronage.  

 

The study contributes to the body of knowledge that is brand management, and further 

understands ideas concerning consumer behavior. Recommendations were offered to assist 

marketers in maximization of marketing investments when securing the services of celebrities as 

endorsers and suggested other factors be considered for further studies that will be notably relevant 

in the future.  

 

Key Words: 

 

Brand Awareness; Brand Loyalty; Brand Patronage; Consumer Behavior; Celebrity Endorsers 
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SMARTPHONE USERS IN THE PHILIPPINES 
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Abstract 

 

 This study focused on segmenting the tablet and smart phone users in the Philippines. It 

surveyed 200 respondents composed of a mix of students and working professional. This study 

used the K-means-Type cluster analysis in grouping the psychographic segmentation. The result 

showed that smart phones and tablet users are comprised primarily of young, educated females 

who own multiple smartphones and gadgets having a monthly income of P 100,000.00. As for the 

psychographic segmentation, the market is a mixture of fashion-oriented, achievement-oriented 

and tradition-oriented. Lastly for the behavioural segmentation, tablets and smart phones are 

primarily used for texting and browsing the internet.  

 

Key Words 

Smartphones, tablets,  segmentation, psychographic, behavioural, demographic 

 

Background of the Study 

 

Marketing may be based on broad markets or small sub-segments. Mass marketing is the 

process or strategy to use the same marketing channels for all consumers without identifying the 

needs of a specific group of people. Mass marketing strategy employs mass promotion, mass 

production and mass distribution in the same way for mass consumers. In the past, companies have 

used mass marketing to achieve the economies of scale. However, times have changed, and it is 

almost impossible to create products to appeal to the entire market. Pursuing this strategy, several 

companies have lost their market leadership or a considerable chunk of their market share. An 

example would be Ford Motors when they offered T Model to all buyers "in any color as long as 

it is black." This is why there is a need of market strategy based on specific groups of customers 

as buyers’ needs are different; they cannot be satisfied the same way. The division of markets into 

various sub groups on the basis of several variables will more closely match particular needs of a 

particular group of consumers. It is therefore important to segment the market in order to know 

what, when and where to offer the product or service.  

In recent years, mobile service usage increase rapidly following the emerging use of 

smartphone technology by the mobile users. The increase use of mobile service poses challenge 

for actors in mobile ecosystem to constantly meet the dynamic change of needs and requirement 

of mobile users. Based from Euromonitor Report in December 2013, Volume sales of mobile 

phones increased by 3% in 2013, a slower performance than in 2011. The moderate growth was 

attributable to declining handset costs because of the widespread availability of basic models and 

low-priced brands, and falling post-paid and pre-paid service prices due to stiffer competition 

mailto:eric.parilla@uap.asia,jodie.ngo@uap.asia,kristine.sanjuan@uap.asia
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between telecommunications companies. As a result, owning a mobile phone became more 

affordable in the country.  

According to the same report, Samsung Electronics Philippines Corp maintained its lead 

in mobile phones, accounting for a volume share of 28% in 2012. The South Korean-based 

manufacturer continued to strengthen its position in the category because of the high acceptance 

of Samsung Galaxy smartphones, aggressive advertising and marketing campaigns, and large 

investments in research and development, which enabled it to constantly introduce new models 

with innovative and technologically-advanced features. In 2012, the company also saw the largest 

volume share increase within smartphones. 

In the Philippines, mobile and tablet usage had increased in the past years with the 

proliferation of cheap and affordable tablets and mobile phones. Many users of smart phones and 

tablets had also demanded newer features of their devices, which means that the basic call and text 

features are no longer just what these users would like from their gadgets.  One study (One Device 

Research, 2014) showed however, that the current smartphone penetration rate in the Philippines 

stands at 15 percent, the lowest in Southeast Asia but to increase by as much as 50% in the next 

three years. The study showed that there will be an optimistic increase of users of these gadgets.   

Market segmentation is a marketing strategy which involves dividing a broad target 

market into subsets of consumers, businesses, or countries who have, or are perceived to have, 

common needs, interests, and priorities, and then designing and implementing strategies to target 

them. The importance of segmentation is it will enable the marketers to identify and design specific 

strategies that will appeal to a specific group of the target market.  This study therefore showed 

the segmentation of the users of tablets and smart phones so that the manufacturers of these will 

be able to design specific marketing mix strategies that will appeal to the segments.  

 

Statement of the Problem 

 

This study determined the demographic, psychographic, behavioral segmentation and 

purchase decision considerations of the users of smart phones and tablets.  Specifically it answered 

the following problems:  

1. What is the demographic profile of the respondents in terms of:  

a. Type of Ownership; 

b. Brand Owned;  

c. Age; 

d. Gender; 

e. Civil Status; 

f. Monthly Family Income; and 

g. Highest Educational Attainment;  

 

2. What is the psychographic segments of the smart phones and tablet users in the 

Philippines? 

3. What are the behavioral segments of the smart phones and tablet users in the Philippines?  

4. What are the purchase decisions of smart phones and tablet users in the Philippines as to:  

a. Influencers in the purchase decision;  

b. Attributes; 

c. Brand-new or second hand purchase; and 

d. Location of the Purchase? 
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Population and Sample  

 The study used a quota sampling method and focused on the Metro Manila smart phones 

and tablet users. It surveyed 200 respondents which are a mix of students and working 

professionals. 

 

Statistical Method 

 This study used the K-Means-Type cluster Analysis in clustering the Psychographic 

Segmentation that classified the respondents through the four different orientations which are a) 

Achievement cluster, b) tradition-oriented, c) fashion-oriented and d) moderate oriented. There are 

three groups that was compared to one another, and the highest among the three groups classified 

the respondent based on the orientation with the highest score. To avoid confusion and to justify 

that the highest score, an interval of 2 points determined if that orientation is the highest. On the 

other hand, moderate-orientation was merited if the scores are not 2 points higher or more than the 

other two orientations. This means that if the difference of the orientations was just one point, the 

respondent was classified under moderate-orientation. Also, the respondent is moderate-oriented 

if the highest score could not be determined.  

 

 

Presentation, Interpretation and Analysis of Data 

 

This section of the study presents the analysis and interpretation of the data as gathered 

from the questionnaire and follow up interviews. The responses were organized, tallied, tabulated 

and presented in tables to facilitate their interpretation.  

 

Table 1. Demographic Profile of Respondents  

Indicator Frequency Percentage 

Ownership   

Smart Phones  114 57% 

Tablets  12 6% 

Both  74 37% 

Total  200 100% 

Brand Owned    

Cherry Mobile  6 3% 

Apple 68 34% 

Sony Erickson  2 1% 

Samsung  30 15% 

Blackberry  14 7% 

Nokia 4 2% 

Multiple Ownership  76 38% 

Total 200 100% 

Age   

11-20 years old 100 50% 

21-30 years old  48 24% 

31-40 years old  46 23% 

41-50 years old 4 2% 

51-above  2 1% 
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Indicator Frequency Percentage 

Total 200 100% 

Gender    

Male  64 32% 

Female 136 68% 

Total 200 100% 

Civil Status    

Single  158 79% 

Married  42 21% 

Total  200 100% 

Monthly Income    

15,000 and below  16 8% 

15,001-30,000 8 4% 

30,001-50,000 30 15% 

50,001-99,000 48 24% 

100,000-above  98 49% 

Total 200 100% 

Educational Attainment    

High School Graduate  24 12% 

College Undergraduate  100 50% 

College Graduate  76 38% 

Post Graduate  2 1% 

Total  200 100% 

 

 Ownership. Out of the 200 respondents of this study, 57% owns smart phones and 37% 

owns both smart phones and tablets. This indicates that many Filipinos prefer the smart phones 

because of its call-text feature as compared to tablets which is only used for gaming and for 

browsing the net. Smart phones can also become a gaming console and gadget used for browsing 

the net. Moreover because many smart phones are more compact and easier to carry as compared 

to tablets, it is more preferred by the consumers.   One of the respondents said that because of the 

dual purpose of smart phones, she preferred to buy smart phone rather than the tablet.  

 Brand Owned. The table shows that 38% of the respondents own multiple cellular 

phones/tablets and 34% of them own an Apple cellular phone/tablet. On the other hand, 15% said 

that they own Samsung smart phone/tablet. This shows that many Filipinos patronage foreign 

owned brands as compared to Philippine-made brands. Also we can deduced from this table that 

many Filipinos have multiple cellular phones/tablets and that they are not satisfied with owning 

only one. The researcher asked the reasons of owning multiple phones/tablets and the respondents 

said that many of them are carrying phones or tablets because one is for personal use and another 

is for office use. Another reason that came up is that many smart phones/tablets have only short 

battery life span, so the other phone will become a reserve phone/tablet especially those that are 

always on-the-go.  

 The results of the study is not in accordance to the results of a well-known website that 

reviews different aspects in technology. Pinoytechblog.com issued a survey which says that the 

most popular smart phone in the Philippines is MYPHONE and Cherry mobile. Samsung and 

IPHONE only came in third and fourth respectively. It can be attributed to the fact that the survey 
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conducted by the website blog was nationwide so there was a diversity of respondents while the 

current study only concentrated in Metro Manila.  

 Age. Majority of the respondents are from the age range 11-20 years old. This means that 

many smart phones/tablet users belong to the young generation. The main characteristic f this 

generation is that they are social and adventurous. This means that in order to penetrate the market 

smartphones/tablets should have added features that could capture videos/photos and can browse 

the internet.  

 Gender. 68% of the respondents are female and only 32 percent are male. According to 

research done by EDigitalResearch, a market research specialist in the United Kingdom, more 

female are using smart phones and tablets because there is an increase in the purchase through 

online retailing of fashion apparels. The same research also dictated that more female are using 

smart phones and tablets as compared to males.  

 Civil Status. Majority of the respondents are single (79%). The main reason for this is that 

single people have lesser priorities in their purchases since they still do not have a family and 

because of this they are more inclined in buying gadgets for themselves as compared with married 

individuals that have other priorities.   

 Monthly Income.49% or almost half of the respondents have monthly income of P 

100,000.00 and above. This means that this individuals have the capacity to purchase smart phones 

and tablets that are a little expensive than the Philippine made phones and tablets. This result is 

aligned to the results of brand ownership where Apple and Samsung came in first and third because 

these are the brands that are more expensive than the other brands.  

 Educational Attainment.  Half of the respondents are still college undergraduates (50%). 

This coincides with the results as to their age where half of the respondents are from the age range 

of 11-20 years old. In this group of respondents when the researchers asked their preferences over 

a smart phone and tablet, they said that most of them used their tablets for researching home works 

and taking down notes. There is also a huge group of college graduates as respondents comprising 

of 38%. When asked about their preferences, the respondents said that they prefer their smart 

phones and tablets to be sleek and fashionable.  

 

Psychographic Segmentation  

Psychographic segmentation is dividing your market based upon consumer personality 

traits, values, attitudes, interests and lifestyles. Segmentation will allow you to better develop and 

market your products because there will be a more precise match between the product and each 

segment's needs and wants (study.com, 2013).  

In this research there are 4 types of segments used namely fashion-oriented, achievement-

oriented, traditional-oriented and moderate-oriented. Fashion-oriented people like to keep up with 

latest fashion. They prefer fashionable than being practical. They like to try new products and new 

brands. They lack independence and are prone to be affected by other people's opinions. They 

prefer to be told what to do rather than take responsibility. They are satisfied with their current 

condition and don't want change. Although they like latest fashion, they are generally price-

conscious. They like to bargain to get the cheapest product. Therefore, they are more inclined to 

buy fake brand. They pay attention to advertisements and are easily swayed due to their impulsive 

and fashion-orientation. 

On the other hand, achievement oriented people place a lot of value on their personal 

achievement, hoping to get to the very top in their career. They are full of self-confidence and 

pursue a life of challenge, novelty and change. They are generally rational, decisive and 



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

409 

 

independent. They want to be seen as individual. They are sociable but not easily affected by other 

people's opinions. They like to take responsibility and pay attention to social problems such as 

environment protection. 

Moreover, tradition-oriented are fogeyish and conservative. They don't like change and 

fashion. They are much more practical compared to fashion-oriented consumers. They are family-

oriented, enjoying the family and believe that family is more important than their career. Watching 

TV at home is their main leisure pastime. They are price-conscious. They usually buy the cheapest 

product and watch their budget carefully. They prefer to buy domestic brands due to lower price 

compared to foreign brands. 

 Lastly, moderate-orientation is a psychographic category when the respondents’ scores 

cannot be determined as either fashion, traditional or achievement oriented because their scores 

for each segment are equal.  

   

Orientation Frequency Percentage 

Fashion-Oriented  56 28% 

Achievement Oriented  46 23% 

Tradition Oriented  46 23% 

Moderate Orientation  48 24% 

 

 The study revealed that market for smartphones and tablets in Metro Manila are a mixed 

of the four psychographic segments. Although 28% of them belonged to fashion-oriented group, 

the difference between the segments are not that significant since moderate-oriented got 24% and 

achievement-oriented and tradition-oriented got 23% each.  

This means that Metro Manila market for smartphones and tablets are a mixture of 

segments. It is important therefore for the smartphone and tablet manufacturers to define clearly 

their products through advertisements and information campaign so that the market really knows 

what they will get from purchasing the products. Moreover, it is also necessary for the 

manufacturers to come up with different styles and models of phones and tablets with different 

features so that they will be able to capture every market. Or another option for them is to make a 

hybrid phone and tablet that will capture the features that every segments prefer.  

A survey conducted by a rewards platform named JANA, showed an interesting similarity 

with the existing study. According to JANA (2014), 85 percent of respondents in the Philippines 

are happy to buy from a local smartphone brand. That’s very bad news for Nokia and Samsung, 

which are the nation’s top two brands right now. The report from Jana says that Cherry ranks as 

the third most-owned smartphone brand (17 percent), and MyPhone is in fifth spot at four percent. 

Samsung sits as the second most owned smartphone brand in the country at 24 percent. But if the 

adoption of low-cost smartphones in the Philippines continues to increase at the current rate, it’s 

possible that these homegrown brands can wreck Samsung’s market share. What does these 

numbers show? It means that majority of the Filipino smartphone users are price conscious, which 

is a main characteristic of a fashion-oriented person. They would like to be fashionable but they 

are price conscious does, prefer cheaper smartphones and tablets over the more expensive ones.  

 Since the survey revealed minimal differences over the four segments, the next tables show 

the per item analysis on the questionnaire to further analyze the market for the smartphones and 

tablets.  
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Items for Fashion Orientation WM VI 

1. I like to keep up with latest fashion.  2.90 MP 

2. I prefer fashionable to practical.  2.39 SP 

3. I like to try new brands and new products. 2.87 MP 

4. I enjoy expressing my feeling in activities.  2.94 MP 

5. I am usually affected by other people’s opinion.  2.71 MP 

Overall Average  2.76 MP 
   Legend:  

   3.26 – 4.00 Highly Practiced (HP) 

   2.51 – 3.25 Moderately Practiced (MP) 

   1.76 – 2.50 Slightly Practiced (SP) 

   1.00 – 1.75 Not Practiced (NP) 

 

 The table above shows that most of the respondents enjoy expressing their feelings in 

activities which got a mean rating of 2.94 and a verbal interpretation of Moderately Practiced. This 

means that manufacturers showed come up with smartphones and tablets that have capability of 

social applications. In an article by TNS entitled “5 things to know about Filipino mobile phone 

users” published at Rappler (2014), revealed that the top functions Filipinos use their smartphones 

for are SMS/text messaging, listening to music, taking photos/videos and playing games. 

About 75% of Metro Manila respondents surveyed are taking photos or videos with their 

smartphones (up from 73% in the 2012 survey), 45% are browsing the Internet (up from 32% in 

2012), 44% are accessing social networking sites (up from 34% in 2012), and 37% are checking 

their emails (up from 23% in 2012). These functions only shows that most Filipinos are SOCIAL 

people. 

 One item in the list got a verbal interpretation of slightly practiced which is “ I prefer 

fashionable over practical”, suggest that most Metro Manila market prefer to become more 

practical than splurge with high end phones. This coincides with the data that many local brands 

such as MyPhone and Cherry Mobile are ating up the market for Samsung and Apple.  

 

Items for Achievement Orientation  WM VI 

6. I place a lot of value on my personal achievement, 

hoping to get to the very top in my career. 

3.26 HP 

7. I am generally rational, decisive and independent.  3.04 MP 

8. I like to take responsibility and pay attention to social 

problems such as environment protection.  

2.79 MP 

9. I prefer high quality products and famous brands. 2.76 MP 

10. I am not as concerned about the price of the product. 2.15 SP 

Overall Average  2.80 MP 
Legend:  

   3.26 – 4.00 Highly Practiced (HP) 

   2.51 – 3.25 Moderately Practiced (MP) 

   1.76 – 2.50 Slightly Practiced (SP) 

   1.00 – 1.75 Not Practiced (NP) 

 

Based from the table, the item that got the highest mean is “I place a lot of value on my 

personal achievement, hoping to get to the very top in my career.” Most of the Metro Manila 

market for smartphones and tablets have the tendency to become achievers. This means that 

manufacturers should come up with phone that looks classy and at the same time have features 

that can install applications for business and other related matters.  
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On the other hand, the item that got the lowest mean rating is “I am not as concerned about 

the price of the product.” which means that Metro Manila market are price sensitive. This result 

coincides with the item saying that the respondents are more practical than fashionable.  
 

 

Items for Tradition Orientation WM VI 

11. I don't like change and fashion.  1.87 SP 

12. I emphasize job security rather than high income. 2.49 SP 

13. I am family-oriented, enjoying the family and 

believe that family is more important than my career.  

3.38 HP 

14. I am price-conscious.  2.99 MP 

15. I don't pay much attention to advertisements and are 

not easily swayed by them.  

2.81 MP 

Overall Average  2.71 MP 
Legend: 

3.26 – 4.00 Highly Practiced (HP) 

   2.51 – 3.25 Moderately Practiced (MP) 

   1.76 – 2.50 Slightly Practiced (SP) 

   1.00 – 1.75 Not Practiced (NP) 

 

 Based from the table above, the item that got the highest mean rating is “I am family-

oriented, enjoying the family and believe that family is more important than my career.” with a 

verbal interpretation of “Moderately Practiced”. This means that smartphone and tablet users are 

family oriented people, which is the general characteristic of every Filipino. This means that 

manufacturers should come up with smartphones and tablets that have family game applications 

and other related applications to attract the market of smartphones and tablets.  

 On the other hand, the item that got the lowest mean rating is “I don't like change and 

fashion.” with a verbal interpretation of “Slightly practiced” (1.87). This means that Metro Manila 

market are willing to embrace change and are adventurous in trying other things. For this 

manufacturers should come up with smartphones and tablets that are sleek and fashionable at the 

same time.  

 

Behavioral Segmentation  

 Behavioral Segmentation divides the market into groups based on their knowledge, 

attitudes, uses and responses to the product. It groups individuals according to the occasions when 

they purchase, use or think of buying a product. 

 

Items WM VI 

1. I use my smart phones/tablets for:    

- Texting  3.77 A 

- Calling  3.50 A 

- Browsing/Surfing the net  3.52 A 

- Gaming  2.90 O 

- Reviewing/Taking down notes  2.65 O 

2. I usually take for consideration the following 

attributes:  

  

- Price  3.53 A 
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Items WM VI 

- Aesthetic (Color, Size, Graphics)  3.52 A 

- Brand  3.26 A 

- Technological Capabilities  3.56 A 

3. I am benefited with my smart phone/tablets for:   

- Contacting my loved ones (Texting, Calling, 

Skype, Facetime)  

3.77 A 

- To belong in my group (affiliation)  2.92 O 

- To inform my friends/colleagues of my 

whereabouts (security)  

3.26 

 

A 

- Past-time (gaming and entertainment)  3.16 O 

4. I prefer to buy and use the same brands for my 

smart phones/tablets.  

  

- I prefer to buy and use the same brands   for 

my smart phones / tablets when I upgrade to a 

new version. 

3.13 O 

Legend: 

3.26 – 4.00 Always (A) 

   2.51 – 3.25 Often (O) 

   1.76 – 2.50 Sometimes (So) 

   1.00 – 1.75 Seldom (Se)  

  

 As for usage behavior, smartphone and tablet users always used their gadgets for (1) texting 

(3.77), (2) browsing the net (3.52) and (3) calling (3.50). It is noteworthy to mention that browsing 

the net came second and calling only came in third. This means that smartphone and tablet users 

are using more their gadgets for surfing the net rather than calling. One reason is that calling is a 

little bit more expensive than texting and surfing the net. The market also uses its smartphones and 

tablets for gaming (2.90) and reviewing and taking down notes (2.65). 

 As for the attributes preferred, the respondents said that the main attributes their looking 

are : (1) Technological capabilities, (2) price, (3) aesthetics, and (4) brand. This means that the 

smart phone and tablet users prefer their gadgets with advanced technological capabilities but 

within their budgets. This is a good indication for local manufacturers of these gadgets since they 

can compete with Samsung and Apple in terms of price. The local manufacturers can produce 

gadgets at par with the technology of these two giant foreign manufacturers and can be assured 

that the market will buy their products. Again in the article  by TNS entitled “5 things to know 

about Filipino mobile phone users” published at Rappler (2014), there has been a change in 

purchasing priorities from buying a phone based on its physical design to choosing a phone based 

on the right features that enhance personal experience. This coincides with the results of the study 

where aesthetics came out as not as important attribute as compared to technological attribute and 

price.   

 As for the benefits derived, the study revealed that the main benefit that they derived using 

their gadget is to contact their family and friends and to let their friends of their whereabouts.This 

means that smartphones and tablets’s main function is still communications and the other features 

such as gaming are just an additional or auxiliary feature sought by the market.  

 Lastly as to brand loyalty, it is revealed that often than not, the users of these tablets prefer 

to buy the same brand if they will upgrade to a newer version. This is noteworthy to mention for 
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manufacturers since satisfied customers will buy the ame brand if they will be able to deliver what 

the market prefers.  

 

Purchase Decision: 

Items WM VI 

I usually consider these factors / influencers in my 

decision when purchasing a smart phone / tablet?  

  

- Family 3.23 O 

- Friends 2.91 O 

- Opinion Leaders (artists, models, Idols)  2.29 So 

- Advertisements 2.41 So 

- Store Sales people  2.30 So 

2. I usually take for consideration the following 

attributes when I purchase smart phones / tablets:  

  

- Price  3.58 A 

- Aesthetic (Color, Size, Graphics)  3.45 A 

- Brand  3.22 O 

- Technological Capabilities  3.58 A 

3. I usually purchase my smart phone / tablets as:   

- Brand New  3.72 A 

-  Second Hand 1.66 Se 

4. Where do you usually purchase your smart 

phones / tablets? 

  

- I usually purchase my smartphones / tablets 

from Telcos Shops (Globe, Smart Sun 

Stores)  

2.56 O 

- I usually purchase my smartphone / tablet 

from a Gadget Store in Malls (Greenhills or 

Cyber Zone)  

2.50 So 

- I usually purchase my smartphone / tablet 

from Personal Contacts  

1.97 So 

Legend: 

3.26 – 4.00 Always (A) 

   2.51 – 3.25 Often (O) 

   1.76 – 2.50 Sometimes (So) 

   1.00 – 1.75 Seldom (Se)  

  

 The table revealed that the main influencer of the market when purchasing their gadget is 

their family. This is due to the fact that majority of the respondents belonged to the age range of 

11-20 years old and in this age group, many of them are still dependent to their families. The 

opinions of sales persons and persuasions of advertisements are not usually taken into 

consideration by the market as they only got a verbal interpretation of “Sometimes”.  

 On the attribute being considered when buying still price and technological capabilities 

were ranked as the first attributes they consider when they buy their gadgets. This coincide with 

the results of the previous table where the two were considered the most important attributes for 

their gadgets.  
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 Majority of the respondents buy their gadgets as brand new as compared to second-hand. 

When the researchers asked the reason, the respondents said that this is for them to avoid buying 

defective gadgets so they would prefer buying brand new rather than second hand gadgets.  

 As for the location where they buy their gadgets, the respondents said that they usually buy 

them at Telecommunications companies such as Globe and Smart rather than buying them from 

mall stores. The main reason for this is that many of the respondents are post-paid plan holders of 

which the gadget is being given away for free by these telecom companies.  

 

Conclusions 

 

Based from the results of the study, the following conclusions were derived:  

 

1. As for demographic segmentation, the market is comprised primarily of young females 

owning multiple smartphones and gadgets and are educated with a monthly income ranging 

from P 100,000 and above.   

2. As for psychographic segmentation, the market is a mixture of fashion-oriented, 

achievement-oriented and tradition-oriented.  They enjoy expressing their feelings in 

activities and are practical. They place a lot of value towards personal achievement and is 

concerned with price. They are also family-oriented and likes change and fashion.  

3. As for the behavioral segmentation, smartphones and tablets are used primarily for texting 

and browsing the net. The market considers technological capabilities and price as the two 

main attributes. The market is benefited of their gadget by contacting their loved ones and 

for security purposes. They prefer to buy the same brand when upgrading if they are 

satisfied with their current brand. The main influencer for their purchase decision is their 

family and when buying the market usually consider rice and technological capabilities of 

the gadget. The market also prefers to buy brand new rather than second hand and they 

buy/get it usually at telecommunication companies. 
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Abstract 

 

Providing quality is one major process of image building especially for academic 

institutions. This study aims to determine the qualities of a university that serve as factors that 

contribute for the students to decide where to pursue a college degree with an end result of 

enhancing some marketing strategies on how to keep the customers informed of the university 

initiatives of creating high degree of reputation. Descriptive type of research was utilized in the 

study with freshman engineering students as respondents. Results showed that High Board 

Examination Performance in terms of quality education mainly contributes in pursuing college 

degree of the students in the university where they were currently enrolled. The same is true with 

the ISO 9001:2008 Certification and Internationalization of Education. They believed that the safe 

and secured environment of the university contributed much to make their decision where quality 

education is the major advantage of their selected university over the other universities of their 

choice. Level of awareness of the students contributes to their decision to pursue college degree in 

their selected university in terms of high performance of students in academics, high performance 

of graduates in board examinations and at the same time as home of board top notchers. Quality 

assurance mechanism as marketing tool to enhance the image of the university is somewhat 

difficult to obtain and sustain which entails a lot of financial considerations for human resources, 

infrastructure and quality processes. The entire business operations of the institution must be 

marked with quality so that prospective and enrolled students may experience a different level of 

satisfaction. 

 

Key Words:  

 

Image Building, Quality Assurance, Education, Descriptive, Philippines 
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Introduction 

 

The degree program in engineering is somewhat difficult to market for some schools due 

to some reasons of financial, social and personal aspects of the customers. Academic institutions 

are moving strategically to meet the needs of the students and parents as well the demands of the 

industries to serve all the requirements of the stakeholders. Building reputation and gaining respect 

of the community is something significant element in marketing and business communication.       

Image is very important to any organization as corporate image (Romaniuk & Sharp, 2008) 

is perceived to have strategic value and a key strategic element in enhancing the institution’s 

performance and society’s perception in making a university of their choice. Rehman and Afsar, 

2012 defined it as the perception of an organization that customers’ hold in their memories which 

is another important factor in the overall evaluation of service quality. Providing quality is one 

major process of image building especially for academic institutions which include quality of 

education, environment, school image (Wilkins & Huisman, 2013), students’ life and assurance 

mechanisms. Lewison and Hawes (2007) cited that marketing approaches create values among a 

university’s stakeholders which are prospective students, current students, alumni, employers of 

graduates, and financial supporters. Meanwhile, Hawkins (2013) mentioned some goals of 

marketing which include: attracting high-quality students, recruiting great faculty and staff, 

encouraging alumni to make donations to support school programs, and building up the school’s 

brand recognition and reputation. Everything boils down to make an institution appealing to a 

target market which can lead to an illustration of varying qualities.  

Educational institutions are already used to bear the term quality education to describe the 

entirety of their academic and non-academic services. They keep on using this to advertise their 

curricular offerings and make everyone believes its true meaning once experienced the actual 

situation within the organization. Every individual has his own standards to define and describe 

what quality is all about because it is very subjective in nature. There are certain measures to 

quantify the elements of quality and make informative generalization based on actual performance 

leading to a positive behaviour of customers. Srikanthan and Dalrymple (2002) mentioned that 

there is a considerable pressure on higher education for a substantial improvement in its 

performance. Meanwhile, Cetin (2003) noted that “universities are being urged to provide high 

quality education, exist as a well-reputed university, achieve enrollment success, improve 

competitive positioning, provide contemporary and well-designed academic programs, and 

maintain financial strength”. Many attributes of a company’s products, including brand name, 

quality, newness, and complexity, can affect consumer behaviour (Peter & Donnelly, Jr., 2013). 

Putting private higher education institutions in business perspective needs greater public demands 

through an increase in enrolment to sustain the business operation unlike public schools which are 

subsidized by the local and national government. Therefore, private institutions are very much 

aggressive in applying different certifications and accreditations to make their products and 

services more competitive to most consumers.  

 Quality assurance mechanism is one of the common measures of most higher education 

institutions to help them monitor the services based on certain standards recognized by national or 

international organizations. It provides certain level of authority in the field of business and power 

to persuade people about how the company performs its duties and responsibilities to serve the 

community with quality. There is always an image created or shaped behind the scene wherein 

people unconsciously bear the idea of the information. Corporate image is described as overall 

impression made on the Minds of the public about organization. It is related to business name, 
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architecture, variety of products / services, tradition, ideology, and to the impression of quality 

communicated by each employee interacting with the organization's clients (Nguyen & Leblanc, 

2001).   

The results of Talib, El Barachi and Ormandjieva’s (2012) study show that almost half of 

the respondents do not have enough information about the colleges, and there could be other factors 

affecting their decision about whether or not to enrol. Knowledge of the community in the products 

and services of a certain business organization can be attributed to the level of their awareness. 

Product knowledge refers to the amount of information consumers have stored in their memory 

about particular product classes, forms and brand models and ways to purchase them (Peter & 

Donnelly Jr., 2013). The more positive inputs through describing the benefits and advantages of 

educational services to stakeholders from various marketing advertisements could yield significant 

recall and impact to their decision. Giving people the right choices on how they could get 

confidence out of their assessment is the strength of the business organization.  

Lewison and Hawes (2007) stated that universities have developed various types of 

marketing plans to attract prospective students based on the needs, wants and interest (Aguado, 

Laguador & Deligero, 2015) of the stakeholders. Furthermore, Talib, El Barachi and Ormandjieva 

(2012) noted that the primary factors the majority of students (around 72%) considered when 

deciding on their degree program to pursue were their interests and strengths. It is always necessary 

to consider the customer requirements in designing products and services. How the market share 

of students in a certain geographic location will move positively or negatively in favour of only 

one or two universities could be an input in a marketing strategic plan.     

Lewison and Hawes (2007) noted that “given the multiplicity and complexity of 

educational market segments served by most universities––together with the increasing 

sophistication of students, the maturity of the educational services product life cycle, increased 

demands for accountability from stakeholders, and the proximity of competitive educational 

institutions––an undifferentiated mass marketing strategy generally has very limited application”. 

The study of Sung and Yang (2008 ) is almost similar to this study which attempts to analyze the 

impact of image in order to understand its influence on student recruitment, and to describe the 

strategic implications for university communication management. 

Especially in engineering programs wherein there is a stiff competition among universities 

in recruiting the best students in specific geographical location. The performance in licensure 

examination could be one of the best indicators of quality together with some awards and 

achievements for the university to be considered in the list of options of the students and parents. 

The support of management and marketing team is always significant in order to promote and 

sustain the engineering program.  

This study aims to determine the qualities of a university that serve as factors that 

contribute for the students to decide where to pursue a college degree and its relationship with their 

awareness on these qualities with an end result of enhancing some marketing strategies on how to 

keep the costumers informed of the university’s initiatives of creating high degree of reputation. 
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Method 

 

Descriptive type of research method was utilized in the study. The total population of 

freshman engineering students of Lyceum of the Philippines University – Batangas served as the 

respondents of the study. Survey questionnaire served as the main instrument used to gather the 

necessary information to answer the objectives of the study. The instrument was validated by the 

Marketing experts and business educators of the university and tested it reliability with Cronbach’s 

alpha of 0.79 which denotes as good in the rule of thumb that implies the questionnaire is worthy 

to be used in data gathering.  

Frequency and percentage were utilized to describe the level of awareness of the students 

and its contributing factor to enrol in LPU-Batangas. Chi-square was used to test the differences 

on Ranking of Contributing Factors in Pursuing College Degree in the university while Pearson 

Product Moment Correlation Coefficient was used to test the relationship between the awareness 

of the Engineering Students in terms of the qualities of the university and the contributing factors 

for the students to decide in pursuing college degree. The given scale was utilized to interpret the 

percentage of students who belongs to a certain level of awareness and rank: 81- 100%: Very High 

(VH); 61- 80%: High (H); 41-60%: Moderate (M); 21 – 40%: Low (L); and 0 – 20%: Very Low 

(VL).  

 

Results and Discussion 

 

Table 1. Contributing Factors in Pursuing College Degree and Awareness among Freshman 

Engineering Students in terms of Quality Education  

 Contribution Rank Awareness Relationship 

Quality Education 
Rank 

4-5 

Rank 

3 

Rank 

1-2 

H-

VH 

L-

VL 
r-value p- value 

High Board Examination Performance 33.3 13.3 53.3 52.1 47.9 -.509(**) .003 

Outcomes-based Education 

Implementation 
22.2 27.8 50.0 57.8 42.2 -.035 .848 

High Student Academic Performance 36.7 20.0 43.3 60.0 40.0 -.448(**) .009 

Awards in Various Competitions 65.6 12.5 21.9 63.4 36.6 -.212 .235 

Competitive Edge and Employability 

of Graduates 
27.8 25.0 47.2 57.4 42.6 .007 .970 

**  Correlation is significant at the 0.01 level (2-tailed). *  Correlation is significant at the 0.05 level (2-

tailed). L-VL: Low to Very Low; H-VH: High to Very High 

 

Table 1 presents the contributing Factors in Pursuing College Degree among Freshman 

Engineering Students in terms of Quality Education. More than half of the respondents or 53.3 

percent of them considered high board examination performance serve as moderate contributing 

factor of enrolling engineering to LPU-Batangas follow followed by outcomes-based education 

implementation (50%) and competitive edge and employability of graduates (47.2%) while awards 

in various competitions obtained most of the lowest rank although they are highly aware of these 

achievements of the university but in terms of  engineering, there is very little awards and 

recognition obtained by the institution.     

The freshman students are aware of the competitive edge and employability of the LPU 

graduates which serve as aspects that also contributed much for them to decide to enrol in LPU. 
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They believed to the outcomes-based education implementation of the university as it is manifested 

and translated in the forms of awards and recognitions.  

The university informs the community about the competitive edge of graduates through 

recognizing the achievements of the alumni ad empowering the students to take part in leading 

various extra-curricular activities which adhere to the mission of the university. Keeping the 

community updated regarding high employment status of the graduates yields a good impression 

on the capability of the institution to place its graduates in industries. There are 58.14 percent of 

the engineering students are highly aware about the measures of quality education of this university 

under study.  

There is a significant relationship between the awareness of the engineering students in the 

high board examination performance as well as the high student academic performance (Bacay, 

Dotong, Laguador, 2015) and the contribution of these measures of quality to their decision in 

choosing a educational institution. Achievement of the students is one of the most evident outputs 

that can be considered good material for advertising certain degree programs in college. It 

promotes certain level of excellence that students could be able to pass engineering licensure 

examination. However, the engineering students have various levels of awareness in terms of the 

university’s implementation of OBE (Caguimbal et al., 2013; An, 2014; Camello, 2014), awards 

received in various competitions and the competitive edge and employability of graduates (Orence 

& Laguador, 2013; Dotong, 2014) that could not be considered as possible factor to contribute in 

their decision in choosing a university.  

Table 2 shows the contributing factors in pursuing college degree and awareness among 

freshman engineering students in terms of quality assurance mechanisms. ISO Certification of the 

University is one of the aspects that encourage almost 59.1 percent of the engineering students to 

enrol in LPU-Batangas followed by being an Autonomous University (58.8) and almost half of 

them because of PACUCOA Accreditation (51.5%) wherein more than 60 percent of them are also 

highly aware of these Quality Assurance Mechanisms. 
 

Table 2. Contributing Factors in Pursuing College Degree and Awareness among Freshman Engineering 

Students in terms of Quality Assurance Mechanisms 

 Contribution Rank Awareness Relationship 

Quality Assurance 

mechanisms 
Ranks 

4&5 

Ran

k 

3 

Ranks 

1&2 

L-

VL 

H-

VH 
r-value p-value 

PACUCOA Accreditation 30.3 18.2 51.5 33.3 66.7 -.025 .894 

Investors in People 

Certification 53.1 15.6 31.3 45.7 54.3 
-.253 .170 

Philippine Quality Award 34.2 26.3 39.5 43.2 56.8 -.031 .864 

Autonomous University Status 23.5 17.6 58.8 35.9 64.1 -.169 .363 

ISO 9001:2008 Certification 27.3 13.6 59.1 31.6 68.4 -.300 .095 

**  Correlation is significant at the 0.01 level (2-tailed). *  Correlation is significant at the 0.05 level (2-tailed). 

L-VL: Low to Very Low; H-VH: High to Very High 

 

However, Investors in People Certification and Philippine Quality Award have only 54.3 

percent and 56.8 percent of the students respectively are moderately aware of these and seem there 

is no much impact to the students.     

One of the well-known seals of quality is the ISO. It provides different views on how 

people define and describe an organization with ISO certification. It really adds value to the 
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customers like students and parents who make final decisions and choices. It also makes sense in 

comparing two institutions with and without this Quality Management System in place.  The 

percentage of students with awareness from high to very high to ISO certification of LPU-B is 

considered high enough but there are still 31.6 percent of them have low to very awareness on this 

while 66.7 percent of them have level of awareness ranging from high to very high on the 

PACUCOA accreditation. With the campaign materials made available in strategic location within 

the vicinity of the university as well as around the city makes the people informed of this quality 

assurance  of the university.  

For private institution, this kind of program accreditation must be translated to increasing 

enrolment so that there will be a return of investment for this kind of quality assurance mechanism 

(Dotong & Laguador, 2015). If parents would be able to understand what this accreditation all 

about and how students would benefit on this undertaking, they could possibly consider this as 

factor that influences their choice of school.  

Since LPU-B is the first Investor in People certified university and recipient of Philippine 

Quality Award in the region, it is not commonly being heard among HEIs. Therefore, result of less 

awareness among students is not anymore surprising. If LPU-B could make use of this recognition 

in advertising to inform the prospective students in a proper way that they can easily grasp and 

absorb the advantages of these for their development, this information could possibly be taken into 

consideration as basis of their decision. Advertising, sales promotions, salespeople, and publicity 

can influence what consumers think about products, what emotions they experience in purchasing 

and using them and what behaviours they perform (Peter & Donnelly, Jr, 2013).  

There is no significant relationship between the awareness of students and the perceived 

contribution of quality assurance in choosing a university as denoted by the computed p-values 

greater than 0.05 level of significance. As further discussed in Table 2 that students have 

divergence of awareness and of how this indicator helped them decide and call their attention in 

choosing LPU-B. This is a simple indication that although they are aware that LPU-B has these 

kinds of quality assurance mechanisms, it does not make a huge impact even one of these to 

influence their behaviour in choosing LPU-B.   
Table 3 shows the contributing factors in pursuing college degree and awareness among freshman 

engineering students in terms of quality of school image. One of the reasons for 54.5 percent of the 

students enrolled in LPU-Batagas is because of the Internationalization of Education followed by 

home of board topnotchers (52.6%) while the least aspect on the quality of school image is having 

a customer-friendly oriented culture (26.7%) which seems does not provide strong image for the 

university among the engineering students. 
 

Table 3. Contributing Factors in Pursuing College Degree and Awareness among Freshman Engineering 

Students in terms of Quality of School Image 

 Contribution Rank Awareness Relation ship  

Quality of School Image Rank  

4-5 

Rank 

3 

Rank 

1-2 

H-

VH 

L-

VL 
r-value p-value 

Home of Board Topnotchers 21.1 26.3 52.6 64.3 35.7 -.502(**) .003 

Family Oriented Culture 48.4 9.7 41.9 58.5 41.5 -.294 .102 

Global Competitiveness 32.3 19.4 48.4 62.8 37.2 -.033 .857 

Customer-Friendly Oriented Culture 63.3 10.0 26.7 61.4 38.6 -.069 .709 

Internationalization of Education 24.2 21.2 54.5 70.3 29.7 -.172 .346 

**  Correlation is significant at the 0.01 level (2-tailed). *  Correlation is significant at the 0.05 level (2-tailed). 

L-VL: Low to Very Low; H-VH: High to Very High 
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  There are 70.3 percent of the engineering first year students believed that LPU-B 

integrates international standards on meeting the demands of internationalization of education for 

ASEAN Economic Community. This aspect contributes much to 54.5 percent of the students to 

enrol engineering in LPU-B. With the increasing number of foreign students in the university and 

strong student mobility provides an impact to the vision of the institution to be a recognized 

university that caters to the individual and cultural differences of students from numerous countries 

not only in the Asia Pacific region but also in the African region particularly in Nigeria.  

Another notable image portrayed by LPU-B in the community is being home of board top 

notchers where engineering had already produced two Top 6s in Licensure Examination for 

Mechanical Engineers. There is also high percentage of students with 64.3 percent of them are 

aware of this achievement. To motivate those students enrolled in board programs, the school 

management provides cash incentive rewards for those who will be included in the Top 10 

successful passers with the highest scores in the examination.    

Majority of the engineering students are highly aware that LPU-Batangas has many board 

top notchers that strongly contribute to their decision to enrol in the university under study as 

denoted by the computed p-values of 0.003 which is less than the 0.05 level of significance. It is 

highly advertise as clear evidence on the board performance of this university in Medical 

Technology, Dentistry, Mechanical Engineering, Maritime Education, Customs Administration, 

Nursing and other board programs that produce board top notchers. This is one manifestation of 

the service quality (Clewes, 2003; Voss, Gruber & Szmigin, 2007; Corina & Miranda-Petronella, 

2011) provided by LPU-B. This is an image that provides reputation to the community to make 

the community believe of the capacity of the institution to help students excel.  

However, there is a slight correlation in terms of family oriented culture but marks no 

significant relationship. This is another image that the university would like to promote among 

employees and students to really establish comfort and feel the presence of camaraderie. This is 

hard to be seen and felt by the prospective students if they cannot experience it personally to be 

with the academic community. But the word of mouth is effective means to promote openly the 

image of the university.  

This is important to the Filipino culture to live in a family-oriented environment which is 

very much closed to the heart of the students. Having a customer-friendly oriented culture is 

another way of showing collaboration and caring for each other where customer satisfaction has 

an utmost priority as an ISO Certified University. This indicator is also hard to promote among 

the prospective students and telling them how the customers are being treated, it could not be 

enough unless they experienced it.  

Global competitiveness and internationalization of education are also the images that the 

university would like to demonstrate on the way to the top. With all the efforts of having exchange 

students program, internship abroad, partnership with foreign universities and international 

benchmarking visits could provide an overview on how LPU-B obtained information in a     in a 

form of best practices from international universities included in QS World University Rankings.  
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Table 4. Contributing Factors in Pursuing College Degree and Awareness among Freshman Engineering 

Students in terms of Quality of Environment 

 Contribution Rank Awareness Relationship 

Quality of Environment Rank 

4-5 

Rank 

3 

Rank 

1-2 

H-

VH 

L-

VL 
r-value p-value 

State-of-the Art Facilities 40.0 13.3 46.7 59.1 40.9 -.270 .128 

Customer-Friendly Environment 50.0 21.9 28.1 56.8 43.2 -.227 .205 

Safe and Secured Environment 10.7 14.3 75.0 66.0 34.0 .242 .174 

Conducive Learning Environment 30.3 24.2 45.5 57.8 42.2 -.097 .593 

Competitive Environment 41.2 20.6 38.2 60.0 40.0 -.035 .846 

**  Correlation is significant at the 0.01 level (2-tailed). *  Correlation is significant at the 0.05 level (2-

tailed). L-VL: Low to Very Low; H-VH: High to Very High 

 

Table 4 shows the contributing factors in pursuing college degree among freshman 

engineering students in terms of quality of environment. There are 66 percent of Engineering 

students are highly aware that LPU-Batangas has a safe and secured environment in which this 

indicator has contributed much to their decision as denoted by the 75 percent of the students. 

However, the least indicator with the lowest percentage of awareness is being a customer-friendly 

environment with only 28.1 percent of the students considered this as contributory factor. The 

indicator ‘state-of-the-art facilities’ which is always being advertised by the institution ranks 

second as contributory factor and third on the level of awareness. In spite of the efforts of the 

university to promote its quality of environment, there are still 40 percent in average of the 

respondents with low to very low awareness on this aspect of quality. This is something that the 

institution needs to look into if some marketing materials are promoting the facilities and the kind 

of environment that LPU-B has to offer to the customers.   

None of the indicators under quality of environment showed significant relationship 

between awareness and contributing factor in choosing a university as denoted by the computed 

p-values of greater than the 0.05 level of significance. This signifies that engineering students have 

various levels of awareness on the aspects of environment that also leads to various perceptions as 

to contributing factor for their decision.   
 

Table 5. Contributing Factors in Pursuing College Degree and Awareness among Freshman Engineering 

Students in terms of Quality of Student Life 

 Contribution Rank Awareness Relationship 

Quality of Student Life 
Rank 

4-5 

Rank 

3 

Rank 

1-2 

H-

VH 

L-

VL 
r-value p-value 

Active Participation in Academic, Sports and 

Cultural Contests 22.0 24.4 53.7 65.0 35.0 
-.203 .274 

Relevance of School Activities to Future 

Employment 26.5 23.5 50.0 56.8 43.2 
-.105 .566 

Highly Recognized Student Achievement 25.0 21.4 53.6 62.8 37.2 -.100 .584 

Utmost concern for Values Formation 72.4 3.4 24.1 54.8 45.2 -.212 .244 

Management Concern to the Students’ Welfare 35.3 26.5 38.2 57.8 42.2 .042 .820 

**  Correlation is significant at the 0.01 level (2-tailed). *  Correlation is significant at the 0.05 level (2-

tailed); L-VL: Low to Very Low; H-VH: High to Very High 

 

There is 65 percent of the engineering students are highly aware on the quality of student 

life in LPU-Batangas in terms of active participation of students in academic, sports and cultural 
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contests wherein it highly contributed to 53.7 percent to finally decide to pursue college degree in 

LPU-B followed by highly recognized student achievement and management concern to students’ 

welfare. There are still 40.56 percent of the engineering students with low to very low awareness 

on this aspect of quality. 

Quality of student life is not considered a factor that influences the decision of students to 

enrol in LPU whether they have either low or high awareness of the school activities as denoted 

by the computed p-values which are all greater than 0.05 level of significance. This signifies that 

they have various levels of awareness on the quality of student life in LPU that did not contribute 

to their decision to choose LPU. There is no mutual aspect of student life that the engineering 

students brought in common to make even one indicator to be significant. The levels of their 

awareness do not speak to a certain level of contributing factor in choosing LPU.  

The focus of the marketing ads of the university may be centered in the awards and 

recognition of the institution but only few were dedicated in introducing the way students achieve 

a kind of life they deserve to get from the university. The process of making a successful student 

as future professional may be a good material to demonstrate the quality of student life inside the 

university. This is an important ingredient to make a satisfactory and enjoyable stay in college but 

prospective students may have diverse considerations on how they see student life to be 

challenging and interesting.     

 

Table 6. Differences on Ranking of Contributing Factors in Pursuing College Degree in LPU-B 

 
5 4 3 2 1 

Mean SD X2  p-

value 

Quality Education 6.9 3.4 6.9 6.9 75.9 1.65 1.12 45.706 .000* 

Quality Assurance 

Mechanisms  
24.2 9.1 21.2 21.2 24.2 

2.85 1.50 2.765 .598 

Quality of School Image 16.1 29.0 12.9 12.9 29.0 2.82 1.47 3.059 .548 

Quality of Environment  17.9 12.8 28.2 28.2 12.8 3.09 1.33 3.647 .456 

Quality of Student Life 15.4 30.8 19.2 19.2 15.4 2.85 1.26 8.647 .071 

df=4; *Significant at 0.01 

 

Quality of Education serves as the most significant factor that contributes to the decision 

of the engineering students to pursue college degree in LPU-Batangas with 75.9 percent of them 

ranks this aspect first and p-value of .000 while quality assurance mechanisms is considered one 

of the least factors with p-value of .598 wherein contribution ranking of this indicator is distributed 

almost to four levels ranging from 21.2 to 24.2 percent except for rank number 4 with 9.1 percent.  

This implies that the quality assurance mechanisms do not have significant impact for the students 

to consider as one aspect to influence their decision to pursue college in a university specifically 

in LPU-Batangas with almost the same result of mean rank of 2.85 to quality of student life but 

the spread of distribution of rank is higher in quality assurance mechanism compared to quality of 

student life.  

The quality of environment obtained the least mean rank of 3.09 with 1.33 degree of 

dispersion in ranking which implies that it is considered as the least factor that could possibly 

contribute to their decision of choosing a university if compared to other important factors of the 

totality of the academic institution. The quality of school image plays in the second rank with the 

most number of students that considered this with high contribution to their enrolment to LPU-B 

which also places second in terms of mean rank score of 2.82. This is considered very important 
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factor in promoting an academic institution. The value of the corporate image of the university 

could never be taken apart to quality education wherein in the result of this study shows a very 

good indication that these two factors rank first and second places. It already summarizes the 

ability of the institution to promote its quality to the community as a large market of opportunities.    

 

Conclusion 

 

High Board Examination Performance in terms of quality education mainly contributes in 

pursuing college degree of the engineering students in the university where they were currently 

enrolled. The same is true with the ISO 9001:2008 Certification and Internationalization of 

Education.  

They believed that the safe and secured environment (Bay Jr. & Subido, 2014) of the 

university contributed much to make their decision where quality education is the major advantage 

of their selected university over the other universities of their choice.  

Level of awareness of the students contributes to their decision to pursue college degree in 

their selected university in terms of high performance of students in academics, high performance 

of graduates in board examinations and at the same time as home of board top notchers. 

Although school environment is also very important to achieve the goal of delivering 

quality education, it seems when it ranks together with the other aspects of quality would not be 

considered on the top of their list but only being seen as secondary. Quality of school image 

obtained the highest percentage of engineering students with high to very high awareness while 

quality of education obtained the least.  

 

Recommendation 

 

Quality assurance mechanism as marketing tool to enhance the image of the university is 

somewhat difficult to obtain and sustain which entails a lot of financial considerations for human 

resources, infrastructure and quality processes. The entire business operations of the institution 

must be marked with quality so that prospective and enrolled students may experience a different 

level of satisfaction. 

Create advertising contents that will connect the benefits of being PQA recipient, having 

ISO and IiP certifications, and having levels III and IV accreditation status to the needs and wants 

of the customers to achieve their personal goals. How these quality assurance mechanisms can 

directly provide outputs and outcomes for the students to learn the skills and values of their chosen 

fields would somehow create specific impact on their decision and behaviour towards the 

university.  Cetin (2003) suggested that the strategic planning and media management have to be 

accurately designed and implemented for providing earnest information to internal markets, 

stakeholders, supplier markets, prospective markets, national and international platforms, and to 

the community at large.   

There is a need to strengthen the effort of the university to establish group of experts among 

the faculty members with doctorate degrees to participate in international activities of scholars 

who conduct collaborative undertakings in terms of multidisciplinary and interdisciplinary 

research projects. On this way, partnership with well-known universities will be easier to arrange, 

intensify and sustain if somebody6 from LPU-B will work together with foreign scholars through 

research collaboration. It is a matter of selling what the university has to offer that will benefit the 
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partner school or both parties under agreement. This will open more doors of opportunities for a 

sustainable partnership.   

The Strategic Communication Office of LPU-Batangas in cooperation with the Research 

Center may conduct feasibility study to offer degree programs related to science and technology 

that will address environmental concerns like climate change to create greater impact to the 

development of the community. So that it would serve a marketing tool to promote the program 

and enhance the reputation of the university through scientific innovation and breakthroughs.  

Marketing department serves as the moving arm of the organization to let the people know 

how the university performs but the ones who create what to promote in the market are the teachers 

and students. Therefore, every single achievement either big or small is worth putting in the news 

report that can be uploaded in the university website (Laguador, Tupaz, De Castro & Dotong, 

2016). It is therefore necessary to encourage everyone to submit reports of accomplishments to the 

marketing office to be included in the institutional newspapers.   

The university may also prepare for the online distance education to cater the needs of 

those clients without time to go to school physically especially in the graduate school.    

Achievements of the alumni should also be gathered, documented and publicized to let the 

community inform on how the graduates make their names and do major contributions on their 

respective disciplines and organizations. Inviting them to become guest speakers or lecturers in 

seminars and conferences would keep them in touch with their alma mater and they would know 

the needs of the university in terms of enhancement of the curriculum as board of adviser and how 

the skills of the students may be developed based on the demands of the industries.  

Alumni should also be provided official newsletter or better an alumni magazine either thru 

email or social media so that they could keep abreast of the latest happenings and achievements of 

the university to strengthen their connection with their alma mater, where they can also share this 

information to other people within their circle especially those parents with children planning to 

enrol in junior and senior high schools. The Alumni can also help the marketing of the university 

as they personally experience the services and they can speak on behalf of the university. 

Introducing a Featured Alumni of the Month in the university website will also make a difference 

to the lives of the graduates and can make an impact to inspire more students to pursue their studies 

and career.  

Create an open portal for the employees and students where they can share and post their 

life and experiences in the university where prospective students can also view the exchanges of 

thoughts and discussion forum so that they can have an idea on how to live with people in LPU-

Batangas. This can also serve as powerful tool to recruit new students. Some videos of the 

university activities may also be uploaded in Youtube so that everyone can see how the university 

celebrates its major and minor events to maintain a good quality of student life. In addition, The 

result of tracer study must also be given emphasis on the promotion of the institution to uphold the 

competitive edge of the graduates.  
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 Abstract 

 

This review of tri-partite collaboration literature in the three key sectors among business, 

government and non-profit organizations  identifies critical elements, processes, and pre-

conditions in enhancing vital determinants of potential success of collaborative engagement in 

pursuit of societal value creation.  Key models and of cross sector collaboration shall be expounded 

in this paper that include work of scholars as Seitanidi(2011), Austin (2000a, 2000b), Selsky & 

Parker (2008), and Bryson et. al.(2006). 
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Overview 

    

This chapter examines the concept involved in Cross Sector Social Partnership(CSSP) and 

the evolution and development of collaborative engagement (Alter & Hage, 1993:12) , the three 

main societal sectors that address social issues and causes (Austin, 2000; Gray, 1989; 

Sternberg,1993; Stone, 2000; Young, 1990) and the subsequent discourses of other noted scholars.  

Starting with the examination of Cross Sector Social Collaboration construct as conceptualized by 

Austin (2000) as expanded by Austin & Seitanidi (2012) that evolved from the Comprehensive 

Theory of Collaboration by Wood & Gray (1991), this concept was further developed by other 

noted scholars as Selsky & Parker, 2005; Thomas, Perry & Miller, 2007; Seitanidi & Crane, 2009; 

Seitanidi, Koufopoulous & Palmer, 2011; and Austin & Seitanidi, 2012.  

One section of the research details the concept of CSSP as proferred by Austin & Seitanidi 

(2012) and Bryson, Crosby & Stone (2006). Another section  hinges on the 3 analytic models  of 

CSSP by Selsky & Parker (2008) as well as that of Seitanidi (2012) as  these models integrate the 

whole idea of CSSP. 

The details of succeeding  sections will tackle studies on the other theoretical models of 

Cross Sector Social Collaboration . Both studies by Bryson et al. and Seitanidi & Austin focus on 

the CSSP Collaborarive  Framework  while those of Selsky & Parker and Seitanidi,Koufopolous, 

& Palmer zero in on Collaborative Platforms and Partnership Stages. This study builds on the 

models of Selsky& Parker,  Seitanidi & Austin  and Bryson et al. 
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Cross Sector Social Partnership 

Cross sector partnership or CSSP have, over the past few decades, become widely adopted 

vehicle for corporations  and communities to work together to address social issues, have become 

relatively common place and are creating a number of interesting forum in areas as environment, 

healthcare, public safety, poverty alleviaton, etc. (Googins & Rochlin, 2002).  

Definition. CSSP  is defined by Bryson et. al. (2006) as social partnerships  that “deal with 

linking or sharing of information, resources, activities, capabilities by organizations in two or more 

sectors to jointly achieve an outcome not achieved by organizations in one sector separately.  These 

partnerships involve Government, Business, Non-Profits, Philanthropies, Communities  and 

Public as a whole.. Bryson et. al. emphasized that collaboration Is hardly easy and occurs in the 

midrange of how organizations work on public problems and operates in a continuum.  They 

further explained that at one end are organizations that hardly related to each other in dealing with 

public problems. At the other end are organizations that have merged into a new entity to handle 

these public problem through fused authority and capabilities. They also accentuated that the need 

to collaborate is triggered by two key reasons, namely; a) Organizations collaborate when they can 

not obtain what they  want without collaborating and b) Organizations  assume that  Collaboration 

is the Holy Grail of solutions and always the best. 

Other definitions of CSSP  have been asserted by key scholars.  Selsky & Parker (2005) 

offered  a view of CSSP  as projects formed explicitly to address social issues and causes that 

actively engage partners in an on-going basis, where such projects are transactional , largely short-

term, constrained and self-interest oriented or integrative( Austin, 2000) and developmental, 

longer-term, open-ended and largely common-interest oriented, e.g. poverty, environment. 

Seitanidi & Austin (2008) advanced an interpretation of CCSP as social processes 

addressing social problems that can deliver change and social innovation by operating as bridges 

across sector boundaries. 

Theories in Cross Sector Collaboration.  In their perspective paper, Selsky & Parker 

(2005) utilized the theory of resource dependence  in dissecting Cross Sector Collaboration and in 

fact used it as one of the three analytic platforms ( the other two are social issue platform and 

societal sector platform) in the study of social partnership which premises that organizations 

collaborate because they lack critical competence they cannot develop on their own or in timely 

fashion or that their environment are more uncertain.  Seitanidi et. al. (2011) on the other hand , 

employed  institutional theory in explaining the phenomenon of Cross Sector Collaboration  

particularly in the three partnership stages of partnership formation, partnership implementation 

and partnership outcomes. 

 

Models of Cross Sector Social Partnership.  

Some key and prominent models of CSSP are the three analytic platforms developed by 

Selsky & Parker (2005),  the collaboration continuum by Austin (2000a, 2000b), Bryson et. al. 

(2006) CSSP framework, The Collaboration constructs developed by Thomson(2001) , the three 

partnership stages of CSSP by Seitanidi (2011) and Austin & Seitanidi (2012) Collaborative Value 

Creation framework. The three  analytic platforms and the three stages of CSSP put forward by 

Selsky et. al. (2005) and corroborated by Seitanidi (2001) are shown below. 
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Figure 1. 

Cross Sector Collaboration 

3-Analytic Platforms 
                                                              (Selsky & Parker,2005) 
Resource Dependence Platform                 Social Issue Platform                    Societal Sector Platform 
-Organizations collaborate because           -Organizations & interest        -Traditional Sector solutions 
  they lack critical competence they            groups are stakeholders          cannot address certain social 
  cannot develop on their own or in            of social issues rather than     challenges & hence can only be 
  a timely fashion or their environment      those of their own organi-      enhanced by borrowing solutions 
  are more uncertain.                                      zations.                                       from organizations in other 
                                                                                                                                 Sectors. 
 -This platform is weak in considering        -Focuses on why & how           -New relationships between BUS, 
   social issues.                                                  businesses contribute               NPO, GOV organizations  
 -Social partnership is concerned in a          resources toward                       blurring boundaries between 
  narrow, instrumental, short-term              addressing larger social            sectors where each sector/ 
  way                                                                   or public issues.                         sphere is “multiply-embedded” 
 -This platform is used to address               -Partners retain organization    within each other. 
   organizational needs with added               autonomy while joining 
                                                                             joining forces to tackle             -Organization in one sector  
     benefit of addressing social needs.         A shared social issue or               adopts or captures a role 
                                                                            meta-problem exceeding            or function traditionally 
                                                                            the scope of a single sector        associated with another 
                                                                            organization.                                  sector by learning or 
                                                                                                                                     borrowing from organization 
                                                                                                                                     in other sector   
                                                                                                                                     utilizing “substitution logic” 
                                                                                                                                     & “partnership logic” 
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Figure 2. 

Three Stages of Cross Sector Social Partnership 

(Selsky & Parker,2005 ) 
 

  
Formation Stage                                    Implementation Stage                        Outcome Stage 
-Partners’ motivation to                    -Involves partnership building,           -Outcomes are measured on 
 collaborate. Self-interest                   & maintenance, governance               three levels: direct impact on 
 vs. Altruism                                           mechanism and managerial               the issue & its stakeholders; 
-Trust  as an important                        requirements.                                       impact on building capacity, 
  element in pursuing                         -Implementing a shared or                   knowledge, or reputational 
  collaboration                                       common vision in the light of            capital that can attract new 
-Frequent presence of                         impediments to building a                 resources; and influence on 
  “bridging” organizations to              common partnership culture            social policy or system change. 
 to convene or manage the                due to different business &              - Increased public  awareness 
 cross sector relationship .                  social priorities.                                     reflected in media coverage 
                                                               -Clear communication is vital to          as a measure of enhanced 
                                                                developing  a common                         reputational or social capital. 
                                                                partnership culture.                            –Learning as an important 
                                                               -Focusing on metagoals by                    outcome. Such learning 
                                                                realigning partners’ expectations.       Include interpersonal &  
                                                              -Presence of an “enabling                       administrative skills, technical 
                                                                structure” as brokering or                    skills in the issue area,  
                                                               mediating organization is a                   reflective skills 
                                                               key factor in facilitating collective      -Successful alliances become 
                                                               action.                                                       the basis of trust for future 
                                                              -Use of formal vs. informal structures     alliances. 
                                                               of authority, norms & boundaries. 
                                                              -Maintaining legitimacy with  
                                                               external stakeholders is important 
                                                               to implementation through  widespread 
                                                              involvement in decision makig. 
                                                              -Power imbalances between partners 
                                                               need to be well considered. Each 
                                                              partner need to recognize the other’s 
                                                              influence on their own well-being. 
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Figure 3. 

Partnership Stages 

(as expanded by Seitanidi & Crane, 2009) 

 

 

 

                                                                

                                                               

 

 

 
                                                       -A tacit process  that organizations enter into 
                                                        before the formal existence of partnership 
                                                        relationship 
                                                       -3 influencing factors that lead to partnership 
                                                         relationships : 
                                                             -who the organization is involved with 
                                                             (organization characteristics) 
                                                             -reasons behind the decision to interact  
                                                              with each other (partnership motivation) 
                                                             -context of partners’ interaction 
                                                             (history of partners’ interaction) 
                                                       -This stage detects potential for positive social 
                                                         at an early stage before partnership implementation. 
                                                       -Enables/informs the decision to partner or not to 
                                                        to avoid risking scarce financial & non-financial resources. 
                                  

                                                                     

 

 

 

 

 
 
                                                                            Phase 1. Selection  of partners 
                                                                            Phase 2. Design of the partnership relationship 
                                                                            Phase 3. Institutionalization of the partnership relationship 
  

1.Partnership 

Formation 

Stage 

2.Partnership 

Implementation 

Stage 
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Austin (2000a,2000b) model of CSSP.  Austin’s model of collaboration continuum 

consist of four stages, namely;  a)Philanthropic, b)Transactional, c)Integrative and d) 

Transformational and are matched with fourteen elemental relationships. 

Austin & Seitanidi (2012) model of Collaborative Value Creation in CSSP.  Austin  

and Seitanidi elaborated the Collaborative Value Creation framework in CSSP as consisting of 

two components, namely; a) The Value Creation Spectrum  which is used to define and analyze 

Value Creation in CSSP and b)The Collaboration stages.  In the Value Creation Spectrum, Austin 

and Seitanidi proposed four sources of value in Business-Non Profit  Organization Collaboration 

with corresponding propositions, namely: a)Resource complementarity, b)Resource nature, 

c)Resource directionality & use, and d)Linked interests and linked these sources of value  to the 

four types of values consisting of a)Associational value, b)Transferred Resource value, 

c)Interaction value and d) Synergistic value and further connected these to Austin’s(2000a, 2000b) 

four stages collaboration continuum. 

 
 

                                                     

  

Exit 

Strategies 

Partnership 
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    Figure 4. Collaboration Continuum 

              (Derived from Austin, J. ,2000b and expanded by Austin & Seitanidi, 2012) 

 
                                                       Stage I           Stage II           Stage III             Stage IV 
NATURE OF RELATIONSHIP Philanthropic>Transactional>Integrative>Transformational 

Level of Engagement                  Low ------------------------------------------------ High 

Importance to Mission                Peripheral ---------------------------------------  Central 

Magnitude of Resources           Small ------------------------------------------------ Big 

Type of resources                      Money ---------------------------------------------- Core Competencies 

Scope of Activities                     Narrow ---------------------------------------------- Broad 

Interaction Level                        Infrequent ---------------------------------------- Intensive 

Trust                                            Modest --------------------------------------------. Deep 

Internal change                      Minimal -------------------------------------------- Great 

Managerial Complexity         Simple ---------------------------------------------   Complex 

Strategic Value                      Minor ----------------------------------------------- Major 

Co-creation of value             Sole---------------------------------------------------- Conjoined 

Synergistic value                  Occasional ---------------------------------------- Predominant 

Innovation                             Seldom --------------------------------------------- Frequent 

External system change       Rare -------------------------------------------------     Common 

 

 

  



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

435 

 

Figure 5.Conceptual Framework of Cross Sector Collaboration 

(Bryson, Crosby & Stone, 2006) 

 

 
 

 

 

 



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

436 

 

                                                                                                      

Figure 6. Partnership Formation for Transformation Potentials 

(Seitanidi, Koufopolous & Palmer, 2011) 
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Figure 7.  Collaboration Value Creation Framewrok 

(Austin, J. & Seitanidi, M., 2012) 
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Figure 8. Collaboration Constructs 

(Thomas, Perry & Miller, 2007) 
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Summary and Conclusion 

 

  In summary, Cross Sector Social Partnership or Collaboration is an important Construct in 

Organization theory particularly in addressing complex or meta social problems.   Complex social 

problems are beyond the capability and expertise of one organization in a sector but are more likely 

to be successfully addressed when two or more partner organizations from two or more sectors 

(Business, Government and Civil Society) partner to address such meta problems as global 

warning, poverty,terrorism and the like as each partner organization from sector sectors leverage 

each  other’s distinct competencies and resources. 

Various notable scholars (Bryson et al, 2006; Selsky & Parker, 2005; Seitanidi & Austin, 

2012) have proffered varying definition of Cross Sector Social Partnership, but the common 

denominators of their definition  are: a) It involves two or more organizations from two or more 

sectors. b) Initiatives involve addressing complex social issues that deliver transformative change, 

and c) It actively engages these cross sector partners in an on-going basis.  Of the eight (8) models 

and framework of Cross Sector Social Partnership tackled in this research, three studies by Bryson 

et al.,2006; Seitanidi et al., 2011; and Thomas et al.,2007 studied the Factors and Constructs of 

Cross Sector Social Partnership (CSSP).Three researches by Selsky & Parker,2005; Seitanidi& 

Crane, 2009; Austin & Seitanidi, 2012 portrayed the Processes and Stages of CSSP. One study by 

Austin & Seitanidi, 2012 highlighted the Outcomes of CSSP, while another study by Selsky & 

Parker, 2005Focused on the Platform of CSSP. 

This study wil use a combination approach utilizing the Collaboration Continuum of Austin 

(2000b) as expanded by Austin & Seitanidi (2012), the CSSP framework of Bryson et al.(2006) 

and  the 3-stages of CSSP by Selsky & Parker ( 2005) and Seitanidi et al. (2011).   This study puts 

forward the following Researh Proposition: Cross Sector Collaborations are more likely to succeed 

when one or more linking mechanisms as powerful sponsor, general agreement on the problem or 

existing network are in place at the time of their initial formation. 
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POVERTY ALLEVIATION 

 

Bembie Marie Girado, Crisanto Regadio Jr., Mark Anthony Velasco 

De La Salle University 

m.velasco1102@gmail.com 

 

Abstract 

 

Theoretically, land tenure systems provide an individual with access and right over a 

property. In practice, land tenure promises the owner with benefits of economic and human 

development. However, land tenure in the Philippines is limited in the narrow perspective of land 

distribution to the poor who cannot acquire property. Guided by the arguments on land systems 

and human development perspectives, the study explains why acquiring property rights have not 

provided the opportunity for capital accumulation that can be utilized to contribute in improving 

the lives of the poor settlers. Using mixed methods, the study utilized quantitative and qualitative 

approaches in acquiring the perspectives of the former informal settlers from the selected urban 

and peri-urban cases in Manila that were awarded with a piece of land. The study found out that 

former informal settlers would value the piece of land by not using it for credit purposes. Instead, 

households resorted to loan sharks to further develop housing structures, starting a small business 

and sustain other material needs. The study intends to contribute in the discussion and practice of 

unleashing potentials from property rights among households that were awarded with land titles. 

 

Key Words 

 

Security of tenure, Property Rights, Capital Accumulation, Land Tenure System,  

Improved Human Quality Life 
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Abstract 

 

Social Capital (SC) refers to the nature and extent of one’s participation in various informal 

networks and formal civic organizations. SC include network access and forms of participation, 

namely: “bonding” social capital—ties to people who are similar in terms of their demographic 

characteristics, such as family members, neighbors, close friends and work colleagues—and 

“bridging” social capital—ties to people who do not share many of these characteristics (Putnam, 

2000).  The primary contribution of this paper is to share insights on the dynamics of social capital 

variables. This study adapts Putnam’s definition of SC and the research proceeded via a three-step 

process. First, I gathered demographic and SC manifestations data. Second, I conducted Focus 

Group Discussions (FGD) among farmers. Finally, I analyzed whether SC contributes to the 

perceived economic performance of the farmers. I adapted the Social Capital Questionnaire of 

World Bank, which was tested for reliability and validity by previous researches. I also did two 

rounds of pre-testing to ensure the questionnaire is applicable in the local setting. Specifically, I 

surveyed 97 farmers from Atok and 96 farmers from Tublay. For the qualitative part, I conducted 

focus group discussions of 8 to 10 members from each group and in-depth interviews among 

formal and informal leaders and key-informants (buyer and local government leaders). In general, 

the respondents identified a high level of bonding social capital because of the interplay between 

culture and participation in the cooperative. They almost universally indicated a stronger sense of 

meaningful interactions which resulted to higher level of trust among the people in the community. 

In terms of bridging social capital, both cooperatives identified instances where they interacted 

with other farmer groups, however, Atok registered more interaction compared to Tublay. 

Likewise, in terms of linking social capital, while both cooperatives are recepients of training 

programs and other forms of assistance, Atok benefitted more as opposed to Tublay.   

Major findings of the research are the following. Firstly, for most of the manifestations of 

SC, both cooperatives derived numerous benefits from the business transactions. Secondly, 

“bonding” social capital (relationship among members) that leads to increase in trust, solidarity 

and collective action within a group, needs to be supplemented by “bridging” social capital 

(relationship outside the cooperative). Bridging social capital results to higher trust to other 

institutions and can facilitate access to greater resources and opportunities. Thirdly, an 

examination of pattern of interaction, trust and solidarity, social cohesion and collective action of 

the two cooperatives revealed that the frequency of interaction triggers the development of trust 

among members thereby increasing social cohesion and collective action. In summary social 

capital suggests a virtuous cycle – the higher the frequency of participation in community 

activities, results in higher level of trust, consequently higher cohesion and collective action. 

 

Key Words 

 

Social capital; Virtuous cycle; coffee farmers 
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Background of the Study 

 

Globally, there is a rising trend in the volume of coffee traded around the global market. 

Although the volume has slowly grown in the traditional global markets, this is compensated by 

the higher growth rates in the emerging markets. 

Coffee occupies an important place in the world economy, being widely consumed as the 

most prestigious beverage. In the world trade, coffee ranks first among non-staple food and is rated 

as the fifth most important agricultural product. 

 In the Philippines, the growing population as well as the growing popularity of 

coffee as a beverage has significantly impacted on the rise of demand for coffee. The current 

annual domestic consumption of coffee is now estimated at 130,000 metric tons of coffee green 

beans and is increasing at the rate of approximately three percent per year. About half of the market 

demand is being supplied by importation because of the deficit in domestic production. The 

decreasing trend in production within the past recent years has prompted the Philippines to depend 

on importation causing the country to loss about 700 million pesos a year.  

The Philippines used to be the top coffee producer and exporter in Asia but declining yields 

and conversion of coffee plantations to other export crops resulted to an importation of coffee since 

1997. It is estimated that the coffee industry employs 70,000 farmers in 22 provinces including 

Sultan Kudarat, Compostela Valley, Sulu, Bukidnon, Kalinga, Ifugao, Benguet, Batangas, Cavite, 

Negors, and Davao. In 2012, the top producing region were SOCSARGEN followed by Davao 

Region, ARMM, CALABARZON and Western Visayas. The Cordillera Administrative Region 

(CAR) was number 6 in terms of total coffee production in dried berries form. 

As of the present, the Cordillera has an existing 7,781 hectares utilized for coffee 

production and another 3,000+ hectares potential expansion areas. Coffee has also been identified 

as an economic commodity to promote agro-forestry under the National Greening Program (NGP), 

which is a component of the National Convergence Initiative (NCI) program. 

In recent years, the coffee industry has since gained an important place as an economy 

booster of the region. Despite the rising demand for coffee, farmer groups, including those CAR 

(Cordillera Autonomous Region) registered one of the highest increases in poverty incidence at 

5.1% across all regions in 2006 (National Statistical Coordination Board, 2010). 

This study seeks to shed light on the perceived economic development of farmers using 

social capital theory. The theory features the condition to achieving participatory democracy such 

as relations of trust, reciprocity, co-operation, networks, bonding, norms, voluntary associations 

and ‘civicness’ that an inclusive civil society seemingly requires (Roberts, 2004). Simply put, 

social capital can be understood as a set of informal norms and values, common to the members 

of a specific group that allows the cooperation among them. Therefore, it is a component of the 

social theory that is being considered as a key element for the human and economic development 

(Macke & Dilly, 2010). Given the research applications of social capital theory, this paper will 

likewise utilize the theory in analyzing the coffee farmer cooperative in Atok, a town in the 

Cordillera Autonomous Region (CAR). The author will endeavor to shed light on the impact social 

capital and its manifestations and the perceived economic performance of farmers.  

Social capital gained popularity after the publication of the work of Robert Putnam (1995) 

in political science, James Coleman in educational sociology (1988) and Francis Fukuyama (1996) 

in economic history and sociology, as well as to the active patronage of the World Bank (1997). 

While there are many ways on how to define social capital, there is some consensus within the 

social sciences towards a definition that emphasizes the role of networks and civic norms (Healy, 
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2001). Putnam (2000) argues that social capital has forceful, even quantifiable effects on many 

different aspects of our lives and it is more than warm, cuddly feelings or frissons of community 

pride. These quantifiable effects include lower crime rates (Putnam, 2000 and Hardoy et. al., 1999), 

better health (Wilkinson, 1996), improved longevity (Putnam, 2000), better educational 

achievement (Coleman, 1988), greater levels of income equality (Krishnan, 2008 and Wilkinson, 

1996), improved child welfare and lower rates of child Abuse (Cote & Healy, 2001) and more 

effective government (Putnam, 1995) and enhanced economic achievement through increased trust 

and lower transaction costs (Fukuyama, 1995).    

This research utilized the definition of political scientist Robert Putnam, that social capital 

refers to the nature and extent of one’s participation in various informal networks and formal civic 

organizations. Given that social capital is most frequently defined in terms of the groups, networks, 

norms, and trust that people have and could be used for productive purposes, this paper will capture 

this multi-dimensionality. Moreover, structural social capital defined as the types of groups and 

networks and the nature and extent of member contributions, and cognitive social capital, which 

refers to respondents’ subjective perceptions of the trustworthiness of other people and key 

institutions as well as the norms of cooperation and reciprocity, were examined.  

This study likewise measured network access and forms of participation, these are 

“bonding” social capital—ties to people who are similar in terms of their demographic 

characteristics, such as family members, neighbors, close friends and work colleagues—and 

“bridging” social capital—ties to people who do not share many of these characteristics (Gittell 

and Vidal 1998, Narayan 2002, Putnam 2000). What defines the boundaries between different 

bonding and bridging groups will clearly vary across contexts (and is thus endogenous), but these 

boundaries are salient nonetheless—usually politically—and it is important to identify where they 

lie, and how they are constructed and maintained (Grootaert, et. al., 2003). 

Recently, other researchers have suggested a third conceptual classification which is called 

“linking” social capital (Woolcock 1999, World Bank 2000). This dimension refers to one’s ties 

to people in positions of authority, such as representatives of public (police, political parties) and 

private (banks) institutions. This conceptual development stemmed from a long-standing concern 

that there can be (and usually is) enormous heterogeneity—both demographically and in terms of 

their importance to one’s immediate or future well-being—among the people that could plausibly 

be identified as part of one’s bridging social capital portfolio. Where bridging social capital, as the 

metaphor suggests, is essentially horizontal (that is, connecting people with more or less equal 

social standing), linking social capital is more vertical, connecting people to key political (and 

other) resources and economic institutions—that is, across power differentials. Importantly, it is 

not the mere presence of these institutions (schools, banks, insurance agencies) that constitutes 

linking social capital, but rather the nature and extent of social ties between clients and providers, 

many of which are an inherent medium for delivering services (such as teaching, agricultural 

extension, general practice medicine, etc.).  
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Operational Framework 

 

This study adopted the World Bank Social Capital Integrated Questionnaire (SCIQ) similar 

to recent studies on FT and social capital (Elder et. al., 2012).  The questionnaire is consisting of 

the following dimensions: 

Dimension 1: Groups and Networks  

Understanding the groups and networks that enable people to access resources and 

collaborate to achieve shared goals is an important part of the concept of social capital. Informal 

networks are manifested in spontaneous and unregulated exchanges of information and resources 

within communities, as well as efforts at cooperation, coordination, and mutual assistance that help 

maximize the utilization of available resources. Informal networks can be connected through 

horizontal and vertical relationships and are shaped by a variety of environmental factors, 

including the market, kinship, and friendship.  

Another kind of network consists of associations, in which members are linked 

horizontally. Such networks often have clearly delineated structures, roles, and rules that govern 

how group members cooperate to achieve common goals. These networks also have the potential 

to nurture self-help, mutual help, solidarity, and cooperative efforts in a community. “Linking” 

(vertical) social capital, on the other hand, includes relations and interactions between a 

community and its leaders and extends to wider relations between the village, the government, and 

the marketplace.  

 

Dimension 2: Trust and Solidarity 

This dimension of social capital refers to the extent to which people feel they can rely on 

relatives, neighbors, colleagues, acquaintances, key service providers, and even strangers, either 

to assist them or (at least) do them no harm. Adequately defining “trust” in a given social context 

is a prerequisite for understanding the complexities of human relationships. Sometimes trust is a 

choice; in other cases, it reflects a necessary dependency based on established contacts or familiar 

networks. Distinguishing between these two ends of the continuum is important for understanding 

the range of people’s social relationships and the ability of these relationships to endure difficult 

or rapidly changing circumstances. 

Dimension 3: Collective action and cooperation 

Collective action and cooperation are closely related to the dimension of trust and 

solidarity. However, this dimension explores in greater depth whether and how people work with 

others in their community on joint projects and/or in response to a problem or crisis. It also 

considers the consequences of violating community expectations regarding participation norms. 

To understand this dimension, interviews with formal leaders in both cooperative and FT 

organizations and focus group discussion among farmers were conducted.  
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Dimension 4: Information and Communication  

Increasing access to information is increasingly recognized as a central mechanism for 

helping poor communities and strengthens their voice in matters that affect their well-being (World 

Bank 2002a). This dimension aims to explore the ways and means by which households receive 

and share information regarding issues about the community at large, market conditions, and 

public services, as well as the extent of their access to communications infrastructure. 

Dimension 5: Social Cohesion and Inclusion  

Social cohesion and inclusion are closely related to the previous four dimensions of social 

capital, but focus more specifically on the tenacity of social bonds and their dual potential to 

include or exclude members of community. Cohesion and inclusion can be demonstrated through 

community events, such as weddings and funerals, or through activities that increase solidarity, 

strengthen social cohesion, improve communication, provide learning for coordinated activities, 

promote civic-mindedness and altruistic behavior, and develop a sense of collective consciousness. 

Dimension 6: Empowerment and Political Action  

Individuals are empowered to the extent that they have a measure of control over the 

institutions and processes that directly affect their well-being (World Bank 2002a). The social 

capital dimension of empowerment and political action explores the sense of satisfaction, personal 

efficacy, and capacity of network and group members to influence both local events and broader 

political outcomes. Empowerment and political action can occur within a small neighborhood 

association or at broader local, regional, or national levels. Each level has its own importance and 

should be considered separately, as well as in conjunction with the others. This dimension also 

considers social cleavages, whether related to gender, ethnicity, religion, regionalism, or other 

factors.  

Dimension 7: Subjective Economic Performance 

  In addition to the manifestations included in the World Bank Questionnaire, this study will 

also look at the economic impacts of FT among farmer cooperatives. Most of the global studies 

conducted about FT point to positive effects on the lives of the farmers. This study will likewise 

look on the economic indicators to validate whether the same situation exists in the local context. 

The study utilized economic measures as perceived by the farmers.  Recognizing the difference in 

the level of analysis, I contextualized the World Bank Social Capital Integrated Questionnaire 

(SCIQ), which is used to measure social capital in the individual level, to measure social capital 

in the group and community level. Figure 2 shows how the dimensions of social capital are 

contextualized and operationalized in this study. 
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Figure 25. Contextualized operationalization of social capital and its manifestations. 
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The research design is both descriptive and exploratory. Descriptive since the study 

describes the nature of social capital and its manifestations among the farmers. Exploratory, at 

least in the Philippine setting, as there are limited studies conducted about social capital  among 

farmes. This is a formal study that is cross-sectional in nature, the setting is on field and data 

collection is communication.  

Atok case 

 

“Coffee trees are like insurance. It gives you peace of mind as it provides steady flow of income 

for these trees will bear fruits for many years” – Windy Wais, Cooperative member. 

 

Atok is centrally located in the heart of the province of Benguet. It is bounded by the 

municipality of Kibungan and Buguias on the north, the municipalities of Kabayan and Bokod on 

the east, the municipality of Kapangan on the west and the municipality of Tublay on the south. 

(“Benguet,” n.d.). 

The formation of cooperative was mainly due to the increasing demand for coffee with the 

primary objective of augmenting the income of the members. Ms. Dampoag commented “There 

were coffee buyers who visited us and informed us that they have huge demand for coffee. Since 

we plant coffee in our backyard, our production level is low. The buyers suggested that we form a 

cooperative so we could get support from the government and eventually increase our production”.  

The low selling price of sayote, which is sold at 5 pesos per kilo, compounded the desire of the 

members to organize for them to sustain their daily needs.   

Driven by the desire to increase production, Atok farmers formed The Atok Arabica Coffee 

Growers Marketing Cooperative (ATACOGMAC), which was duly organized on September 09, 

2009 through the Municipal Agriculture Office- Local Government Unit (MAO-LGU) of the 

Municipality of Atok here in Benguet province. With the effort given by the Municipal Agriculture 

Officer Mr. Fred Rufino together with the coffee growers of Caliking, Atok, Benguet they come 

up to discuss issues and concern regarding coffee production during the meeting and learned the 

importance of the Arabica Coffee industry to the market as of these days.  

 

Atok social capital analysis 

 

The succeeding paragraphs look in the social capital and its manifestations and perceive 

economic performance of the farmers.  

The age range of the farmers is distributed at around 50% each at 20-23 and 40 and older. 

In Atok, more women are involved in farming (63% versus 37%) and more women also stay as 

farmers even beyond 50 years old. The equal age distribution signifies that when someone became 

a farmer, he/she stays as farmer for so long. They do not explore any other job options making 

them to stay in the community.   

Majority (77%) of the respondents is married and there is an equal split of single 

respondents between male and female. In terms of educational attainment, there is almost an equal 

split of high school and college level farmers (40% versus 34%). In general, the educational 

attainment of male and female are comparable. As most of the farmers are married, they stay in 

the community where they raise their family since they have the obligation to their family. As 

regards the single farmers, they still have options to relocate or change profession since they are 

not tied with responsibilities yet. The low educational attainment also signals that the people in the 
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community are limited to jobs that do not require college degree such as farming. Again, this 

contributes to the reasons why people in the community remain as farmers.  

In terms of number of years in farming, 37% of the farmers just ventured into agriculture 

just recently, with less than 1 year experience and 28% spent more than 15 years in the trade. This 

shows a fine balance of new and old farmers. More farmers stay in the profession at the same time 

non-farmers are attracted to venture into farming. The growing number of farmers with less than 

1 year experience shows that more people are interested in farming. The increasing economic 

benefit of farming makes the profession attractive for other people in the community. In both (less 

than 1 year and more than 15 years), it is interesting to note that there are more females than males.  

The size of the household is dominantly less than five (5) household members (62%), 

followed by five (5) to ten (10) members (30%). The small household size indicates that the 

families may have lower financial need to survive. Household heads are relieved of extreme 

pressure to earn more to provide for the family.  

Majority (68%) of the households have one (1) or two (2) working member/s. The people 

working in the family are usually the fathers, as the active farmer, while the mothers help in minor 

farming activities. Mothers are also responsible for taking care of household chores and the 

children. It is noticeable that there is a considerable percentage (32%) of households with more 

than two members all working at the same time. This could mean higher average earning for the 

household in this group.  

 

Groups and networks 

 

Formal and informal organizations relevant to social development intervention exist in the 

area. Apart from traditional social associations, there were some formal organizations including 

project village committees and NGOs that carry out social development work. All of the 

respondents are members of ATACOGMAC.  

Data showed that farmers are similar in terms of occupation and education while they are 

different in terms of religion, ethnic group and gender. The variation indicates that there are people 

from other places who settled in the area. Although huge differences exist, people in the 

community do not see it as a source of conflict.   

Majority (88%) of the respondents said they interact outside of their neighborhood. People 

get together not only during official functions but also during casual social gatherings such church 

activities, meetings of the barangay and cooperatives, and parents and teacher association meeting. 

Casual interaction among the members suggests close relationship.  

Ms. Cawa-ing related “the people in the community usually gather during seminars in 

Barangay hall, meetings in the school, and fellowship in the church. Example of gathering in the 

school before classes’ starts is the Brigada skwela wherein all parents of the pupils enrolled in the 

school should work together in cleaning the school surroundings”. Ms. Pakias added  “there are 

also gatherings where people participate such as birthdays, child dedication or baptism, weddings, 

burial, and other occasions and most people in the community are usually invited and interact with 

each other” (personal communication, October 6, 2014). 

The farmers mentioned that livelihood improvements, such as hog raising, coffee 

production, and coffee processing are the usual topics during meetings. Mr. Tindo shared “there 

were times that when he needs seedlings but don’t have enough money to buy and its already time 

of planting, he can easily ask his neighbors for financial assistance or sometimes they will lend 

him seedlings which he must replace later” (personal communication, October 6, 2014). 
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In addition, Ms. Camsit emphasized, “It is a common practice that during occasions or in 

times of need, people within the community help each other. It’s a tradition that as a responsible 

neighbor, it seems that we all are obliged to help, assist, teach, and support each other to the best 

of our ability” (personal communication, October 6, 2014). 

 Relating to the development of membership, majority (85%) of the respondents believed 

that membership increased in the last five years.  The increasing interest of people in farming is 

evident in the membership growth of the organization. According to Mr. Odiem, the growth of 

membership is driven by old farmers, those who have been farming for for several years, as well 

as new coffee farmers.  

More membership means that farmers have more connection with each other, which is 

reflected in the variables of trust and solidarity, and social cohesion and inclusion. This 

connectivity enabled villagers to achieve livelihood benefits. In fact, 78% of the respondents feel 

that people outside their household are willing to help them in times of financial crisis.  

In turn, the members are also willing to extend help to people even outside their household.  

The farmers generally said that they believe that borrowers would pay back loans. Turner (2007) 

observes that high-trust networks based in close family, relatives, neighbors or friends positively 

support farmers to access informal financial capital sources.  

The cycle of helping other people continues because people who got help want to return 

the favor by helping other people. This kind of system further encourages people to develop closer 

ties.  

The farmers also possess linking social capital with buyers, politicians and government 

officers through which they obtain livelihood benefits. As presented earlier, farmers get support 

from NGOs and LGU.  

 

Trust and solidarity 

 

Almost all of the respondents said that they know each other since they were neighbors for 

a long time. While there are migrants in the area, usually they came from nearby towns and this is 

due to marriage. This situation resulted to high level of trust among members and is reflected in 

the confidence of the famers that no one will take advantage of them in the community.  

The strong sense of trust is validated by Ms. Pakias who narrated “I strongly feel that 

people in the community can be trusted, for example, when I go to the farm, I always ask my 

neighbor to look after our house and my pets and they are happy to do it for me. Of course, when 

they ask the same favor from me, I do the same for them, it is a give and take relationship” Mr. 

Tindo added that, “trust is also practiced during harvest in the sense that the neighborhood will 

help without monetary payment since it is also expected that you will do the same when they will 

also have their own harvest.”  

The high level of trust is also reflected in the solidarity data where 74% of the respondents 

said that they are willing to participate in activities that do not benefit them directly but benefit the 

community at large. Furthermore, 72% of the respondents answered that they are willing to spare 

their time while 62% are willing to contribute money. This solidifies the fact that the members of 

the cooperative developed a deep sense of relationship. In cases of financial assistance, Ms. Cawa-

ing shared “we can easily get financial assistance in the community from cooperatives where we 

can borrow, and also “Paluwagan” for informal one” (personal communication, October 6, 2014).   

In terms of trust the highest rating is local government unit (53%) followed by central 

government unit (44%) and NGOs (43%). This is supported by the FGD where the respondents 
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said that if it concerns minor problem, they seek help from the elders of the community, if it is not 

settled on this level, they will elevate it to Barangay council (part of the LGU sector) and then 

municipal level or courts, which rarely happens. This means that beyond the immediate 

community, when problems get worse, farmers are inclined to seek help from LGU. However, if 

they belong to same religion, the pastor or elders of the church would try to settle disputes through 

discussions and prayers. Ms. Aligan indicated “in case there are problems in the community, we 

seek the help of barangay officials, although there were instances that elders were able to settle 

disputes” (personal communication, October 6, 2014).  

In terms of whether the farmers will ask assistance from LGU, financial institutions and 

non-government organizations in times of technical difficulties, all of the three groups rated more 

than 50%. Among the three institutions, LGU registered the highest rating.   

The farmers get support from other institutions. Ms. Calias shared “there were several 

training programs initiated by the Department of Agriculture through the LGU. We learned 

different techniques, from planting to harvesting, which resulted to increase our coffee production” 

(personal communication, October 6, 2014). 

 

Collective action and cooperation 

 

Interaction with neighbors is significantly linked to perceived increase in farmer 

participation (Utting, 2009). This is consistent with the results of the collective action and 

cooperation data of Atok farmers. As a consequence of the high interaction of the farmers, majority 

(90%) of the respondents said that they participated in communal activity in the last 12 months to 

help improve the community. Likewise, 83% of the respondents said that they participated more 

than five times in the last month. The kind of participation ranges from formal to casual gatherings. 

Ultimately, bulk (88%) of the respondents said they would cooperate to solve a community crisis.  

Ms. Cawa-ing shared an actual crisis that showed cooperation among the members.  “I 

remember when we experienced landslide; the roads were filled with trees and mud. Before, when 

calamity such as this happens, we wait for LGU to initiate the clearing operation. Last year was 

different; I was surprised to see that people automatically went out of their houses and volunteered 

to help. I did not see this behavior prior to the formation of cooperative” (personal communication, 

October 6, 2014). 

 

Information and communication 

 

Communication is necessary for farmers to get information. Based on the data, there seems 

to be no problem on communication as nearly all (86%) of the respondents said that they received 

communication through text message or call between one to three times in the last month.  

Information is highly accessible among farmers. During the FGD, Mr. Evasco shared that 

members are constantly updated of the current activities of the cooperatives through the 

information committee.  

 

Ms. Cawa-ing said:  

“People are reminded of meeting schedules through text messages, 

resulting to higher attendance rates. Also, if there are training or seminar, 

members are informed through text message. I remember that there was one 

instance that there were limited slots for the farming seminar, and I am not part of 
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the delegation. However, during the event, one of the participants backed out, I 

received a text message from the cooperative which enabled me get the free slot. 

Officers also post information in the bulletin boards, waiting sheds, or any parts of 

the Barangay where people usually gather to make sure everybody are aware of 

it” (personal communication, October 6, 2014). 

 

Among the sources of information are relatives, radio, television and community leaders. 

This is because most of the members of the cooperative are relatives and they live in the same 

community. Moreover, the availability of low cost mobile communication makes it easy for 

members to communicate with each other.  

Ultimately, Mr. Tumlayen was happy to say “the information provided by NGOs, LGUs 

and non-government organization through the cooperative helped us improve our production i.e. 

when is the right time to plant and harvest coffee, sell our products at higher prices and decide 

intelligently about cooperative issues through consultation with various organizations” (personal 

communication, October 6, 2014). 

 

Social cohesion and inclusion 

 

This section discusses inclusion that ranges from general perceptions of social unity and 

togetherness of the community to specific experiences with exclusion. The presence of conflict in 

a community or in a larger area is often an indicator of the lack of trust or the lack of appropriate 

structural social capital to resolve conflicts, or both (Grootaert, 2004).  

Based on survey data, 51% of the respondents believe that people in the community have 

varying characteristics. Also, 50% of the respondents believe that these differences cause conflict.  

Specifically, political party affiliation is nominated as the characteristics that most likely 

(24%) will cause conflict. This is because farmers feel that they are not represented in government 

positions. The high cost of getting into politics prevents most farmers to enter politics. In addition, 

farmers feel that the people in power favor select group of people. 

For instance, Mr. Tindo shared “there was problem on the identification of beneficiaries of 

For Peace, a program where people got financial assistance. The criteria used to identify the 

beneficiaries were not clear; other people felt that there was bias in the selection process.” He 

continued, “To resolve the issue, a meeting was called where complainants expressed their opinion 

and the leaders addressed their concerns, although at the end, it seemed that the complainants were 

not happy with the explanation of the leaders” (personal communication, October 6, 2014).  

 The respondents also identified social status (20%) as another difference that can cause 

conflict. The affluent people enjoy most of the benefits in the community and they maintain their 

“inner” circle of friends. Finally, generation gap (21%) surfaced as another source of conflict. 

There is a growing misunderstanding between the young and old people in the community. The 

older people remain to be traditional and want the younger people to stay in the community as 

farmers; however, the younger people want to explore other profession but farming.  

 Concerning religion, there was no misunderstanding or isolation among members. Mr. 

Tumlayen shared “religion in the community never causes any problem since they respect the faith 

and belief of every individual. The cause of miscommunication has nothing to do with religion”.  

As regards socialization outside their neighborhood, most (64%) of the respondents said 

that they socialize several times last month. One the reason for the high socialization was that most 

of them are friends since childhood.  According to Ms. Camsit “some of my neighbors are my 
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friends since childhood that is why we know each other. We usually see each other during 

weekends, in the backyard or in the church, and talk about life in general” (personal 

communication, October 6, 2014).  

According to the FGD there was no incident of isolation that they know of. Ms. Pakias 

expressed, “there’s no instance yet that the minorities was excluded on any information or services. 

In fact, since the For Peace project is targeted at minorities, they were the first to know about it. 

Naturally, most of them eventually became the beneficiaries” (personal communication, October 

6, 2014). 

Inclusion was also evident in the characteristics of the people that they interact with. In 

terms of ethnicity, economic status, social status and religious affiliation, respondents said that 

they are different, yet the difference in characteristics did not prevent people from interacting with 

each other.  

 

Empowerment and political action 

 

Empowerment refers to the expansion of assets and capabilities of people to participate in 

negotiate with, influence, control, and hold accountable institutions that affect their lives (World 

Bank, 2002). 

Across all the measures of empowerment, more than half of the respondents rated each 

favorably except for whether they meet market requirements.  

In terms of happiness, majority (81%) said that they are happy with their life. Improvement 

in economic situation contributed to the happiness of the people. Other source of happiness 

includes realization of self-worth. Ms. Magno voiced out “I feel that people in the organization 

value my opinion. I can freely express my opinion without the fear that people will criticize me. It 

gives me a sense of worth in the organization; this is probably the best part of being a member of 

the cooperative’ (personal communication, October 6, 2014).  

Most (84%) of the respondents noted that there was improvement in their technical 

capabilities. During FGD, Ms. Aligan narrated “membership in the cooperatives enabled us to 

improve our technical capabilities. Before, we sell our coffee after harvest (green coffee) but the 

price is really cheap. Coffee beans can be sold at a higher price if it is roasted. Through the 

cooperative, we have access to roasting machines which enable us to sell our coffee at a higher 

price. Also, if there is new technology on coffee processing in the cooperative, the leaders make it 

available to us to improve our farming skills.” Furthermore, Ms. Calias added “We have the 

technology now to produce our own three-in-one coffee mix. We also have packaging machine in 

the roasting station for this instant coffee” (personal communication, October 6, 2014).  

As regards meeting the market requirement, 47% responded positively. Ms. Magno 

validated this saying: 

 

 “Before the level our production is really low. We can only supply limited harvest to the 

market. Ever since the cooperative partnered with a bulk buyer, we started producing more 

coffee through the help of different organizations, including buyers. In fact, recently, there 

is a multinational company who offered to help us further increase our production. In 

exchange, they will buy all our produce, this is still under negotiation. However, despite 

the technical improvements, we still cannot supply the increasing demand for coffee” 

(personal communication, October 6, 2014). 
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Most (66%) said that they have the power to change the course of their lives.  Ms. Magno 

articulates, “I am very thankful that the cooperative helped us improve our production capacity. 

Now, we can produce high quality products and generate higher profits.” Considering the high 

incidence of poverty in the area, the increase in profit greatly contributed to the happiness and 

sense of empowerment of the people.  

 

Summary of bonding, bridging, linking social capital  

 

This section provides a summary of the indications of bonding, bridging and linking social 

capital based on the survey and FGD results.  

In the previous discussions, it is apparent that Atok has a high level of bonding social 

capital as supported by the high level of interaction and trust with each other. The good relationship 

resulted from several factors such as their culture, location or even membership in the cooperative. 

Although it is difficult to exactly quantify the effects of each these factors.  

Ibaloi culture played a vital role in the development of the bonding social capital. Ibalois 

have a tradition called “Sakop” which is about helping each other without expecting any payment 

in return. Moreover, the proximity of the houses of the people further improves the social capital 

of the people as they can easily reach out to each other.  

In general, the respondents identified a very high level of bonding social capital because 

of the interplay between culture and participation in the cooperative. They almost universally 

indicated a stronger sense of meaningful interactions such as participating in casual events like 

birthdays and weddings. These interactions resulted to higher level of trust among the people in 

the community. The members also expressed increased participation in activities in their 

immediate community while performing the duties and obligations of their roles in the cooperative. 

 

 

Figure 3. Summary of bonding, bridging and linking social capital in Atok 
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In terms of bridging social capital, the cooperative identified instances where they 

interacted with other farmer groups. As one of the most productive cooperatives in the region, DA 

invited Atok during meetings with other farmer groups to share their experiences and encourage 

other farmers to form their own cooperative.  

Atok also get in touch with other farming groups to buy their harvests. Unfortunately, the 

quality of their coffee is still low. In order to help other farmers improve their product, Atok 

conducts informal training on basic planting techniques. They are also helping them on how to 

start organizing their group. These collaborative efforts with other farmer groups illustrate the 

strong bridging social capital of Atok.  

Finally, in terms of linking social capital, Atok cooperative is a usual recipient of training 

programs and other forms of assistance from various organizations. Among the supports that they 

obtained are free participation in trade fairs, beneficiary of equipment such as depulper, and 

processing center. Recently, the cooperative moved to a new building which was funded by DA. 

The cooperative is leasing from the cooperative members who own the land. The payment is after 

15 years, the building will be turned over to the land owner. The projection is on the 15th year, the 

cooperative has already developed a full capacity to operate independently. The income of 

cooperative is still small yet the members strongly feel the improvement in their economic status. 

The respondents recognized the numerous supports provided by other institutions in 

improving their technical capacity and level of production. Farmers are thankful of the various 

supports extended to them from trainings to connecting them with buyers. Specifically, the 

assistance provided to the farmers were market access, distribution of coffee, better relationships 

with buyers, or technical assistance regarding harvesting and drying of coffee beans. Accordingly, 

the members frequently interact with these institutions during training programs, thereby 

increasing their linking social capital. Figure 3 illustrates the different social capital of Atok. The 

bold line connecting the different groups signifies strong social capital among the groups.  

 

Tublay Case 

 

Tublay is geographically located 163 km north of Manila and 13 km north of Baguio City. 

The municipality's topography is generally mountainous having an elevation of 1,400 meters 

above sea level. It has two pronounced seasons- the dry and the wet seasons with a temperature 

coldest at 6.5°C and warmest at 27.5°C.  

Tublay is politically subdivided into eight barangays, namely: Ambassador, Ambongdolan, 

Ba-ayan, Basil, Caponga, Daclan, Tublay-Central, and Tuel. Most of the populace is Ibalois, 

Kankanaeys and Kalanguyas and speaking Ibaloi, Kankanaey, Kalanguya and Ilocano. 

Agriculture being the major industry of the people. Key crops include vegetables, root 

crops, palay, banana, flowers and coffee.  

 

Brief History 

 The Basil Multipurpose Cooperative was established last 1982; it was first registered in 

Cooperative Development Authority (CDA).  The president was Mrs. Margarita Marcos. In 1998, 

it was renamed and registered again as Basil Aduyon Multipurpose Cooperative. Aduyon means 

“bayanihan” system where they were helping each other in every work of the cooperative. 

Sometimes the cooperative was inactive and sometimes suffered bankruptcy, and yet it survived 

up to present when CDA conducted seminars on coop management.  
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Basil Aduyon multipurpose cooperative 

 

Mission 

To provide adequate and quality goods, services and other needs for the welfare of the 

members and the community 

 

Vision 

 We envision a stable expansion and progression the cooperative through the provision of 

high quality crops.  

 

Goal 

The cooperative hopes to improve the economic situation of the members. Specifically, the 

following are what the organization aims to achieve: 

 To gather farmers and organize their efforts leading to increase crop production in Tublay;  

 To provide any form of assistance such as technical, financial etc. that will help boost the 

production the farmers;  

 To link farmers to develop partnerships with reliable buyers and be able to sell their 

produce at a fair market price and;  

 To advance the quality of lives of the members through various initiatives related to health 

educational and livelihood. 

 

Members are mostly plantation workers. The women and men hoped to organize Arabica 

coffee farmers in Tublay, in order to unify their efforts in improving and marketing the Arabica 

coffee produced in their farms. Furthermore, the organization desires to create a positive effect not 

only in Tublay but also in the province of Benguet. The organization also advocates sustainable 

development, consistent with the thrust of the municipality of Tublay. Through the cooperative, 

farmers can have stable source of income. Finally, according to Ms. Felix, the organization is also 

positive that they can build partnership with the different players in the value chain from buyers, 

financial institutions, non-government organizations, government agencies, private sectors and 

local government units.  

 

Tublay Social Capital Analysis 

 

Demographic Data 

Majority of farmers are above 30 years old comprising around 90% of the respondents. It 

is interesting to note that more females stay as farmers after 50 years old. In terms of civil status, 

majority (80%) of the respondents are married. Ms. Idos shared that once the people get married, 

they usually stay in the community and become farmers. This is because they do not want to be 

away from their family. Table 42 displays the summary of the demographic data. 

Regarding educational background, most of the farmers are high school level (58%) while 

who reached college level is 31%. More females (21% versus 10%) reached college level than 

males.  

It is surprising to note that majority (56%) of the farmers just started in the agricultural 

field, having 1-year experience. Another 30% has been in farming job between 1 to 15 years, while 

the remaining 14% has more than 15 years of farming experience. This could be because of the 
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increasing support that the community receives from various sources. As presented earlier, Tublay 

is positioning itself to become a major producer of organic harvests.  

The size of the household is predominantly (60%) less than five members. People in the 

group recognize the value of keeping family size small to lessen financial burden. For most (70%) 

of the households, one to two members are working for the family. The usual scene is that both 

parents are working simultaneously. Although, in some cases, the wife acts as a mere support to 

the farming activities such as watering the plant, cleaning the farm and selling the produce. 

 

Groups and Networks 

 

The respondents are all members of Basil Aduyon Cooperative, an organization that does 

not supply Fair Trade organizations. Other than Basil Aduyon Cooperative, 29% are members of 

another organization. 

My FGD revealed that Baptist Church, KKMI-LSF Church and Elementary School are the 

formal and informal institutions that are present in the community. In their opinion school activities 

and Sunday service are the most important community affairs. Ms. Martin explained that as a 

mother, she recognizes the importance of the presence of the churches in the community because 

she needs to guide her children to live a Godly life and the teachings in the church helps her to 

perform her responsibility as a good mother guiding her children to attend the church services. The 

respondents said that they have a good relationship with their institutions, there’s no problem with 

regards to place of services whether in Baptists, Catholic or KKMI. There’s no misunderstanding 

about religion. Ms. Martin added that respect of each other beliefs and faith could sustain a good 

relationship among the people with different church denominations (personal communication, 

October 6, 2014).  

As illustrated in table 46, the family members of Tublay have a very slight difference in 

characteristics, indicating a high degree of homogeneity in the group.  

Majority (82%) of the respondents said they interact outside their neighborhood. People 

gather in the community for numerous reasons such as funeral, baptism, birthdays and weddings. 

According to Ms. Ente, when there are occasions in the community, the ladies  help each other in 

the food preparation, food distribution and washing of the dishes because consider each other as 

family. Mr. Raymundo Perol added that men do the preparation of fire woods to be used in 

cooking. 

    The farmers are active in two organizations namely the women’s organization and Sitio 

Mamuyod Association. Ms. Bantulo explained that there are only two active associations since 

they were few in the community. The two organizations cater to all the social needs of the families. 

As members, they help each other during problems such as providing financial assistance to buy 

fertilizers or seedlings. The members also teach each other if there’s a new methodology in 

planting vegetables or fruits. She added that even when someone is sick they are willing to extend 

help. 

Majority (59%) of the respondents claimed that the membership in their group increased 

in the last five years. According to farmers, they have a target of recruiting 15 farmers to join in 

their cooperative per year. Recruitment information was disseminated thru text and sending letters. 

As the financial benefit of the cooperative is apparent, more farmers want to become members. 

Also the growing support of LGU to organizations as it gears up for organic farming contributed 

to the increase in membership.  
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According to the survey, majority (75%) of the respondents said that they are willing to 

help their neighbors in times of financial crisis. This indicates that the strength of bonding social 

capital is strong. Ms. Pintasan shared that members voluntarily help during planting, harvesting or 

constructing a house. As an example, Ms. Pintasan continued that when they were about to harvest 

lemon, their neighbors helped them because they noticed that the lemon in their farm is ready for 

harvest. Furthermore, Mr. Basilan shared that “neighbors do not pay in cash for some services 

rendered to them like making of caskets or coffin and making tombs in the cemetery. It is part of 

our tradition that we help each other” (personal communication, October 6, 2014). 

The respondents said that the most important aim of the helping is to maintain good 

relationship among neighborhood.  Ms. Catherine Martin explained that “everybody in the 

community desired for a peaceful living. This is why nobody attempts to go against the tradition 

of helping each other not only during hard times but also during celebrations where people need 

assistance in the preparations” (personal communication, October 6, 2014) 

 

Trust and solidarity 

 

All of the members (100%) answered that they do not fear neighbors to take advantage of 

them. This number signifies a very high level of trust among members. Table 47 shows the summary 

data for trust and solidarity. Ms. Veronica Sacla assured that mistrust or suspicion in the 

community was not a common behavior since almost all people in the place are relatives. 

Moreover, Ms. Pintasan shared “we trust each other so much because almost all of us know each 

other. Also, there was minimal migration in the community that is why we remain as close as 

families” (personal communication, October 6, 2014). 

In addition, Mr. Basilan said that trust is also evident in the trading post. The practice is 

that farmers will leave their produce in the post then buyers will pick them up. The farmers do not 

need be there when the buyers get their harvest. The farmers will then receive the payment 

afterwards. 

According to Ms. Ente, there was only one migrant in their community and they came from 

Pangasinan. She added that she only knew one family from Pangasinan who migrated in their place 

last 2009. They lived peacefully with them because they respected the culture and beliefs of the 

people.  

Almost all (82%) of the respondents are willing to help each other signifying that there is 

a high level of solidarity among members. According to the eldest in the FGD, Mr. Basilan, he 

never experienced being abandoned or neglected by family members or neighbors every time he 

needs help. In his old age, he foresees no trouble if he ever needs help again because he is confident 

already that someone will help him.  

According to Ms. Ente, another example of willingness to help is "when an elder was 

walking with heavy baggage, the younger one who walks along with or when they are about to 

pass him will carry his baggage and delivers it to his/her house without any payment” (Personal 

communication, October 6, 2014). 

In terms of trust on Local Government Units (LGU), Central Government Unit (CGU) and 

Non-Government Units (NGOs) around half of the respondents said that they trust them. Ms. 

Catherine Martin said “DA provided with good training because we learned that the higher the 

quality of the coffee the higher the price, we are encouraged to produce high quality coffee so we 

can sell it at a higher price. Last 2010 the price is Php 90 to Php 100for green coffee beans. Then 

2011, it reached Php 140; in 2012, the price climbed to Php 160 and in 2013 it was Php 200. Now, 
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we can sell it at Php 250 because of the better quality of our coffee and there is an increasing 

demand in the market” (personal communication, October 6, 2014). 

Among those who do not trust the institutions, one farmer (confidential) commented that 

these institutions did not deliver their promise to help when they experienced landslide. Since then, 

he feels that these institutions are unreliable. 

Regarding the perception of the farmers on whether LGU, Financial Institutions and NGOs 

are willing to help them in times of crisis, LGU has the highest rating (72%). According to Ms. 

Carmen Bokilis “Every typhoon, the people in the community are expecting announcement from 

the barangay hall or barangay officials to inform them if they were to evacuate their place. As 

regards to family problem in the community, we never experienced any major family problem. 

People in the community are careful because they are ashamed to make trouble” (personal 

communication, October 6, 2014). 

For both financial institutions and NGOs, people do not feel that they are willing to help. 

Financial institutions have numerous requirements when they apply for loans, making it difficult 

to ask assistance from them. NGOs on the other hand, have limited funds therefore; they only 

select few beneficiaries of their projects. Ms. Ente narrated “there was a lending institution called 

card bank, but they require collaterals such as land titles to avail of loans. Although the interest is 

low, there were cases that farmers cannot pay because of low agricultural production (sometimes 

due to typhoons), making it difficult to pay their debts” (personal communication, October 6, 

2013).  

The low regard of the farmers to NGOs stemmed from several negative experiences if the 

farmers. According to Ms. Martin there was an NGO before that promoted biodynamic farming, 

however shortly after a year, the NGO disappeared and there was no follow-up activities. In 

addition, Ms. Bokilis noted that because several NGOs were implicated in the fertilizer scam, 

which supposedly benefited the Cordillera farmers, their trust to NGOs declined.  

Majority of the respondents answered that they are willing to spare time and/or money to 

help the other members of the community. Specifically, 72% of the respondents answered that 

they are willing to spare their time while 62% are willing contribute money. In essence, for the 

farmers trust is all about unity, which is tested in difficult times.  

 

 

Collective action and cooperation 

 

Nearly all (90%) of the respondents said they participated in a communal activity in the 

last month. In terms of frequency, 59% of them participated more than five times. These figures 

show that people have moderately high level of interaction resulting from the trust that they 

develop among them.  

Majority, 72% said they are keen on helping other people in times of crisis. Among the 

community problems that they identified are sinking area, relocation and alcoholism. Ms. Martin 

explained that since their area was declared by the DENR as sinking area, they were waiting for 

the government’s action to help them solve the issue. However, as a community initiative, the 

farmers planted many trees to avoid soil erosion.  

Based on the insights of the FGD, the best way to solve these problems is through collective 

efforts. Ms. Myma Idos said “the culture is really different here because we treated each other as 

brothers and sisters of one big family with the elders acting like the parents. That is why we listen 

to what they say especially their advice to solve problems.  
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There were no women, minorities or children who were hindered to help in the collective 

work. They also do not impose penalties in case a member did not show up for community work. 

They always assume that they have important job to finish or they were really too busy to 

participate. They trust that they will make up for their absence in the future. Ms. Bokilis said that 

there was a time that there was a scheduled community cleaning but she had an appointment to her 

doctor. She just asked permission for her absence and she promised that on the next schedule she 

will be present. These instances show that there is democracy in the organization.  

In terms of participation rate during meetings, only 50% of the members usually attend. 

Lack of time is the main reason why the remaining 50% of the members fail to attend the scheduled 

meetings. The low level of attendance implies that the level of interaction is moderate.  

Most of the respondents cited that their experience of coffee farming had contributed to 

the improved relationship. Meetings or assembly held by associations also helped to make each 

one in the community get closer. Meetings of the officers were held once a month. Community 

meeting is held every quarter then there is a general assembly of the members of the cooperative 

once a year. Special meetings in the community include ATI (Philippine Centre for Agriculture) 

or Research work activities. 

 

Information and Communication 

 

Regarding communication, most (88%) of the respondents replied that they received 

communication through text message or call in the last month. This shows that there is no difficulty 

communicating to the people in the area. The primary mode of communication is via text message 

or call using mobile phones. Mr. Perol shared that all important information come from the 

information committee which is announced during meetings. The information committee also 

disseminates information through text messages and mobile phone calls. This mode of 

communication is reliable because mobile signal is strong in almost all parts of the town.  

In addition, Ms. Catherine narrated that everybody must know the information coming 

from barangay officials because these are critical information. For example the need to prepare for 

evacuation during typhoons, all community members have the right to know about it.  

Other critical information that was communicated to them is the market prices of 

vegetables.  Ms. Bokilis shared “prices of vegetables in the market are very important to every 

farmer like us because that will also help us to schedule our harvest to be able to maximize profit 

(personal communication, October 6, 2014).  

 

Social Cohesion and Inclusion 

 

Pertaining to the differences in characteristics of the people in the cooperative, 71% believe 

that they have varying characteristics. People acknowledge their differences but less than half 

(43%) of the respondents think that these differences result to conflict. In fact, none of the 

identified characteristics exceeded 20% rating from respondents as source of conflict.  

There are some recurring disagreements in their community but they do not regard them as 

huge problems because they can settle it immediately. Ms. Pintasan explained that during 

meetings, there are sometimes disagreements because of the contributions, however, they never 

experienced that they ended the meeting with unsettled discussion.  This situation implies that 

people are conscious about finances.  
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There is no pattern of exclusion with respect to opportunities. Ms. Veronica Sacla shared 

that their community is small compared to other barangays. There is no reason for them to neglect 

others if there are opportunities provided because it is open to everybody. There is also no 

constraint in the services for the poor and they prioritize the disabled, sick, senior and the children. 

It is apparent that there is no gender bias in terms of providing services to the entire community. 

Mr. Basilan shared that during evacuation, the first to ride in the evacuation services are the 

disabled and the sick, followed by the elders or the senior citizens and the children, then the youth 

and women, last will be the male adults.  

Most (90%) of the respondents said that they socialize outside their neighborhood in the 

last month. Relative to the people that they socialize with outside their neighborhood, their 

characteristics vary greatly except on the aspect of social status and economic class. This indicates 

that farmers socialize with fellow farmers most of the time, an indication of the low bridging social 

capital of the farmers.  

The cooperative also helped the farmers to improve their interpersonal skills. Ms. Myrna 

Idos cited “naturally Ibalois are shy, we do not just talk. If you do not talk to us, we just remain 

silent. Through this organization we become more connected.”  

Ms. Ente laughingly said “I encourage socialization especially the single people, who 

knows, they might meet their future husband or wife there.” They look at intermarriage as an 

opportunity to gain knowledge from other communities. 

Recognizing that generation gap is a minor issue in the community, I asked whether 

younger generation are interested in farming. Mr. Rodil Basila, a farmer in his late fifties shared, 

“we are encouraging the younger generation to try farming so they can continue our legacy.” It 

was nice to know that the younger generation still shows interest into coffee farming. Elders guide 

them by proper way of planting the seedlings and harvesting the bean. During weekends when the 

youth are off school, they help in the farm to gain first-hand experience. 

Finally, Ms. Bokilis noted that there is no exclusion about politics in the community 

regarding the patterns of inclusion or exclusion according to the political participation, in fact she 

added "All visiting politicians were welcome, we will entertain them all". 

 

Empowerment and Political Action 

 

In terms of happiness, 58% of the respondents said they are happy. The respondents 

commented that they are contented with their simple life. They do not get hungry because they get 

food from their farm. Their only concern is to save up for the college education of their children. 

However, since their children are still young, they still have time to prepare for the future.  

Bulk (62%) of the respondents considers that their technical capabilities increased. Mr. 

Perol related “there are numerous trainings that are coursed through barangay officials. I remember 

attending a seminar on how to use fertilizers properly to minimize health problems to costumers. 

The farmers in the community attended to enhance their knowledge on the proper use of fertilizers 

(personal communication, October 6, 2014). 

Also there are seminars conducted that only few farmers were able to attend because of 

limited fund. To maximize learning, those who attended are required to share their leanings to 

other farmers during assembly. This practice also contributed to the increase of technical 

knowledge of the farmers.  Also, this shows that there is solidarity among the farmers.  

In addition, Ms. Bantulo mentioned one of her learning, “Before, we harvest all coffee 

beans even if not yet ripe. We get the whole bunch when we harvest, now we do hand picking and 
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we only harvest those that are ripe enough, it resulted to better quality of our coffee” (personal 

communication, October, 2014.) 

Barely half of the respondents (48%) indicated that they can meet the industry requirement. 

Ms. Basilan said “I think the Department of Agriculture provided the most training on technical 

skills enhancement. Other agencies like DTI (Department of Trade and Industry), DOST 

(Department of Science and Technology, DAR (Department of Agrarian Reform) and DENR 

(Department of Environment and Natural Resources) are also providing assistance to improve 

coffee production. On the business side, ATI (Agricultural Training Institute) provides trainings 

like marketing, business, packaging and linkage. ATI linked us to more buyers and send us to 

trainings in Manila” (personal communication, October 6, 2014). The summary of the trainings 

provided to the farmers are highlighted in table 51.  

Finally, on whether farmers feel that they can change the course of their life, less than half 

(48%) said that they can. They feel that until now, they are still dependent on the support provided 

by the different agencies. Ms. Bokilis lamented “as long as we cannot stand on our own, we would 

not be able to change the course of our lives. I hope one day we will be independent and we won’t 

have to rely for external support”.  

 

Perceived Economic Performance 

 

Bulk (62%) of the respondents considers that their agricultural production increased in the 

last five years. The level of coffee production has improved because of the introduction of 

greenhouse. Mr. Basilan explained that during the time that greenhouse was not yet available; they 

usually suffer from financial lost when typhoon hits their plants. Unlike now that farmers are using 

greenhouses to protect their plants from heavy rain and strong wind.  

Relating to development of income status, majority (65%) of the respondents consider that 

their income status got better compared to five years ago. Ms. Myrna Idos said “people in this 

community were satisfied because they have extra money from their harvest. Now, they can afford 

to send kids to school and buy other necessities. Food is never a problem here because most of us 

also plant vegetables; we get our food from the farm. Ultimately, Mr. Basilan communicates “our 

membership in the cooperatives contributed to the development of our economic status. Through 

the cooperative, we can easily avail of financial loans in case of emergency. This adds more peace 

of mind to us especially during difficult times.”  

Furthermore, the cooperative helps the community financially during emergency. They 

provide loan to the members. Mr. Perol relates that the organization helped him when he needs to 

buy seedlings so that he can start planting again in his farm after his plants was destroyed by 

typhoon. Mr. Basilan added that the organization was not limited in helping the members to 

farming but also to the other needs of a family like tuition fee of the children, hospitalization, and 

other immediate needs.  

Ms. Bantulo explained that financial satisfaction of the people in the community was not a 

major problem since they live away from the city. As regards to income, every farmer in the 

community was satisfied on what they receive during harvest because they feel that it is equitable 

to the amount of work that they put in. It would be a blessing if during harvest; prices of vegetables 

have increased. The males also shared their other sources of income “For us boys, we can find 

additional income by helping in carrying the harvest of the other farmers from the farm to the 

highway wherein we were paid based on a daily rate.” Mr. Perol narrated (personal 

communication, October 6, 2014). 



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

463 

 

Finally, in terms of their standard of living, only 41% of the respondents said that they 

experienced improvement in their standard of living. Based on their responses it seemed that they 

are satisfied with their lives right now and relatively has a positive outlook in life. The people in 

the community are happy because they live with their family and they were born in this land which 

has a rich and deep culture. For instance, Ms. Sacla said that she is already happy living in this 

small community because she can see her children just play around the community without fear of 

any harm from their neighbors because they know each other in the community. Also, they don’t 

need to go out of the city to buy foods and the simple living makes them healthier because of lesser 

stress. 

I asked the farmers if their quality of life has improved. Ms. Idos narrated “Before, we do 

not have television, because of coffee; almost all of us have TV with cable.” Overall, livelihood 

of the respondents had gradually improved because they can sell the coffee at a higher price and 

good quality which resulted to an increase in income.  

 

Summary of bonding, bridging, linking social capital 

 

In this section bonding, bridging and linking social capital of Tublay is analyzed based on 

the survey and FGD.  

 

 

Figure 26. Summary of bonding, bridging and linking social capital in Tublay 



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

464 

 

 

 

In terms of bonding social capital, the members of Tublay have strong relationship. This is 

manifested by the high level of interaction and trust among them. Several factors could be 

responsible for the good relationship such as membership in the cooperative, cultural factors or 

location. The farmers get together not only during formal gatherings such as meeting in 

cooperative and barangay but more importantly, during casual gatherings such as birthdays and 

weddings which suggest a close relationship among the people. 

Tublay remains to be a “close” municipality as there were minimal instances of 

intermarriage and migration that took place. This implies that their culture is still intact, which 

might explain the high level of bonding social capital. 

The high trust in the community indicates a strong bonding social capital among the 

farmers. It is a recurring statement among the farmers that they know each other because most of 

them are relatives. This is another indication that the community is strongly glued by bonding 

social capital.  

Consequently, Tublay has minimal interaction with other farming groups. They rely 

heavily on their strong relationship with each other to improve their farming techniques. Likewise, 

Tublay has limited interaction with NGOs which stemmed from several negative experiences of 

the farmers. According to Ms. Martin there was an NGO before that promoted biodynamic 

farming, however shortly after a year, the NGO disappeared and there was no follow-up activities. 

In addition, Ms. Bokilis noted that because several NGOs were implicated in the fertilizer scam, 

which supposedly benefited the Cordillera farmers, their trust to NGOs declined. 

Ultimately, the level of linking social capital is moderate in Tublay. While there were 

support coming from NGOs, LGU, CGU and financial institutions, their level of trust and 

interaction with them are limited.  The low linking social capital is also reflected in the minimal 

support of the farmers to the initiative of LGU on organic farming. Figure 14 shows the summary 

of the social capital of Tublay. The “light” line connecting the different groups signifies moderate 

level of social capital among the groups.  

 

 

Conclusion  

Closer examination of the data revealed several emerging themes from the research. The 

themes are as follows: 

 

Social capital suggests a virtuous cycle. The higher the frequency of participation in community 

activities, results in higher level of trust, consequently higher cohesion and collective action. 

 

One of the positive manifestations of a high level of social capital in the community is the 

occurrence of frequent every-day social interactions. This “sociability” can take the form of 

meetings with people in public places, visits to other people’s homes or visits from others into 

one’s own home, and participation in community events such as sports or ceremonies (World 

Bank, 2000).  
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Figure 27. The virtuous cycle of social capital  

 

 An examination of pattern of interaction, trust and solidarity, social cohesion and collective 

action of the two cooperatives revealed that the frequency of interaction triggers the development 

of trust among members thereby increasing social cohesion and collective action.  

 

Strong bonding social capital does not necessarily translate to the development of linking social 

capital. Bridging social capital connects bonding and linking social capital.   

 

Groups with linkages often have better access to resources, especially from outside the 

community, such as from government or NGOs (World Bank, 2000). My research revealed that 

Atok farmers have higher trust on other institutions compared to Tublay farmers. One of the 

reasons why Atok farmers trust central government unit is because they provide training assistance 

to the farmers.  Ms. Agnes Calias, a farmer from Atok, shared “there were several training 

programs initiated by the Department of Agriculture through the LGU. We learned different 

techniques, from planting to harvesting, which resulted to increase our coffee production” 

(personal communication, October 6, 2014). 

In order to distinguish whether these daily social interactions are of the bonding or bridging 

variety, I asked the respondents whether the people with whom they interact are of the same or a 

different ethnic or linguistic group, economic status, social status, or religious group. Looking at 

the result of the survey, Atok is heavy on both bonding and bridging, consequently, strong linking 

social capital. The high linking social capital of Atok gave them access to resources critical to 

increase their production. This is also reflected in the perceived economic performance of Atok 

farmers which is significantly higher compared to Atok. The glaring difference between the two 

farmer groups is the strength of “bridging” social capital. This suggests that bridging social capital 

plays an integral role in the development of linking social capital, which is instrumental in paving 

the way for Atok to access more resources from powerful institutions. 
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Education exerts the strongest influence on trust, collective action and willingness to help. 

According to Putnam (2000), education is by far the strongest correlate of civic 

engagement including social trust and membership in many different types of groups, i.e. the 

higher the educational level the higher the levels of trust. Putnam points out that highly-educated 

people are more inclined to trust others, as they are more likely to be better off economically, 

thanks to the confidence they have in the skills, resources and inclinations imparted to them at 

home and in school.  

A similar research on social trust which was conducted at local level in Greece revealed 

that higher levels of education are strongly associated with higher generalized trust levels, while 

low-educated people tend to exhibit lower levels of trust (Roumeliotou & Rontos 2009).  

Consistent with the previous findings, contrasting the educational level of farmers from 

Atok, 53% reached college level in Atok. Atok registered higher trust level to institutions in 

authority (linking). Consequently, Atok farmers have higher belief that institutions are willing help 

to them in terms of crisis. Education level could explain why Atok farmers have higher trust rating 

to different institutions compared to Tublay. The confidence that Atok farmers gained from their 

education gave them the confidence to deal with powerful institutions.  

Mr. Oliver Odiem, business development manager of Atok, shared “we negotiate the price 

of the coffee with the buyers. We take into account the all our expenses then put around 30% to 

40% profit margin. In most cases, the buyers agree with the price we set and terms of payment” 

(personal communication, April, 2, 2015).   

Ultimately, Atok farmers are poised to further increase their productivity following the 

research of Jordaan & Grove (2013) which states that more educated group of farmers was found 

to be significantly more optimistic about the future. The more educated farmers may be in a better 

position to grasp the potential opportunities that exist for them to improve their performance. 

Higher levels of education contribute to the high levels of human capital that are required to adopt 

sophisticated new technology.  

My findings provide new insight into previous research on the impact of social capital 

among farmers. Like Pirotte, Pleyers, and Poncelet (2006) and Moberg (2005), I observed that 

producers develop social networks and a sense of community through shared work and regular 

meetings.   

Nahapiet and Ghoshal (1998) specify intellectual capital as the way in which social capital 

impacts upon value creation. The combination and exchange of knowledge are complex social 

processes and that much valuable knowledge is fundamentally socially embedded -- in particular 

situations, in co-activity, and in relationships. Given the social embeddedness of intellectual 

capital, Nahapiet and Goshal (1998) argues that social capital theory offers a valuable perspective 

for understanding and explaining the creation of intellectual capital. Consequently, the special 

capabilities of organizations for creating and transferring knowledge are being identified as a 

central element of organizational advantage.  
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Abstract 

 

The role of ICT in an enterprise has transformed beyond service orientation. It is growingly 

perceived as a business enabler and a strategic competitive advantage. But beyond the role of a 

business enabler, ICT is sought to be involved in the development of new business models or even 

to actively develop new business models on their own. ICT truly has become a holistic enabler for 

business strategy and is especially applicable in the education strategy. But for established 

academic institutions, it can be asserted that there is a disconnect from ICT investments to 

addressing the core function and value chain of these institutions. There exists ICT systems that 

are disjoint disconnected, and misaligned with institutional goals, and that there are silos of data 

and applications existing in the same organization.  

Moreover, there are external drivers and disturbances that challenges the agility of 

institutions to stay resilient, relevant and even competitive. Academic institutions recently have 

these disruptions as the K-12 Law and ASEAN integration forced these inevitable changes. Other 

challenges are the rise of emerging technologies for education like the digitalization of teaching 

materials and the Massive Open Online Course or MOOCs, which may threaten the relevance of 

teachers.  

ICT’s role for academic institutions can be maximized with an ICT strategic plan. An 

emerging technique in defining a strategic plans that readily align institutional goals and strategy 

with technology, as well as managing the complexity of the organizations,  is through the discipline 

of Enterprise Architecture (EA). EA is defined as “a set of concepts and practices based on holistic 

systems thinking, principles of shared language, and the long-standing disciplines of engineering 

and architecture”. This study investigates a practical application of The Open Group Architecture 

Framework (TOGAF) in defining an ICT strategy roadmap for  De La Salle Philippines (DLSP), 

a Lasallian Network of Schools, that is currently challenged to unify its business and ICT 

processes.   TOGAF is chosen primarily because it is free, open-source,  and provides an extensive 

set of components, processes, methodology, guidelines, and documentation requirements. 

Moreover, the framework is being contributed to by 10,000 enterprises, corporations and 

individuals.  

 TOGAF includes the Architecture Development Method (ADM) as one of its core 

components and it designed for flexibility of use and contextualization to a wide array of industries 

or organizations and outlines a tested and repeatable process for developing and managing 

organizational “architectures”.  The process identifies the baseline and target architectures of the 

Business, Data, Application and Technology (BDAT) architecture components, gap analyses and 

roadmaps to define “Opportunities and Solutions” roadmaps. For baselining, it is revealed that 

25% of La Salle network’s key institution processes have either not enabled or very minimal ICT 

mailto:Allan.borra@dlsu.edu.ph
mailto:Emmanuel.iluzada@dlsu.edu.ph
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intervention. Moreover, considerable portions of ICT investments are for support functions (e,g, 

accounting and finances, library, etc.) that are in silos. Little can be said about ICT investments 

that support or enable the core functions and processes of the schools and institutions: teaching, 

research and community engagement. 

DLSP must find new ways for the integration of a suitable and ICT support and 

infrastructure to address the emerging threats and drastic changes in the education landscape. 

Hence, we aim to produce an ICT Strategic Plan that is guided by a practical approach to an EA 

implementation that brings with it all the advantages of such discipline. 

 

Key Words 

 

University strategy; ICT Strategic Planning; Enterprise Architecture; The Open Group 

Architecture Framework (TOGAF); Architecture Development Method  
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Abstract 

 

 Traditionally, the  universities’ missions are to teach and to do research.  But  later,     

universities have assumed a third mission, to commercialize research knowledge,   hence, the term  

entrepreneurial universities. Entrepreneurial Universities can contribute directly to economic 

growth of the country by technology transfer of research outputs to private enterprises or   start-

ups of companies both  leads to job creation and employment.  According to the Resource Based 

View framework “ commercialization at universities is a process that can be promoted or inhibited 

through an infrastructure of resources such as institutional, human, financial and commercial 

resources that convey entrepreneurship.”  (Lopez, A.S., 2013, p.10),  On the other hand,  Osiri, 

McCarty,  & Jessup (2013 ) explained that there are key factors  to  success of  entrepreneurial 

universities.  The objective of this study is to determine if the University of the Philippines Manila 

has the  requisite institutional, human, financial, and commercial  resources  to be considered as 

an entrepreneurial university and if it has the  key factors that make successful entrepreneurial 

universities namely (a) the capacity to generate intellectual property (IP) (b) a technology transfer 

office (TTO), (c) an entrepreneurship expert to offer functional business knowledge d) an 

entrepreneurial culture (EC) and (e) Academic entrepreneurs access to financial capital. I used  

case study  method to evaluate the University of the Philippines Manila if it  is  an entrepreneurial 

university.  In particular ,I conducted  key  persons interviews, use of secondary data, and 

observation method.  Result of the study showed that UP Manila   matched the criteria of being  

an entrepreneurial university. It has the institutional, human, financial, and commercial resources 

of  an  entrepreneurial university.  However, it lacks institutional resource factors associated with  

entrepreneurial   culture.  To promote entrepreneurship in the university,  the UPM should promote  

instructions on academic entrepreneurship ,  identify and support   academic entrepreneur  role 

models and celebrate and reward  academic entrepreneurship. 

 The study made use  of the Resource Based View Framework of Lopez,, A.S (2013) viz a 

viz key factors of success in gauging the progress of a university  towards becoming an 

entrepreneurial university.  

 

Key Words 

Entrepreneurial university; academic entrepreneurship; third mission of universities; 

entrepreneurial culture 
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Introduction 

 

 

Background of the Study 

 Universities have always been acknowledged  for their contribution to economic 

development  by  supplying  the educated and trained individuals who become part of the human 

resource  that run businesses and  other organizations. Traditionally, the  university’s  mission is  

to teach and to do research.  But  later,     universities have assumed a third mission, to 

commercialize research knowledge,   hence, the birth of  entrepreneurial universities.  

Entrepreneurial universities  contribute directly to economic growth of the country  through  

technology transfer of research outputs to private enterprises or  start-ups of new companies  

leading to creation of  jobs and employment.   

  Several  theoretical models have been proposed by authors to explain the phenomenon of 

entrepreneurial universities including those of Clark 1998; Etzkowitz 2004; Kirby 2005; O’Shea 

et al. 2005, 2008; Rothaermel et al. 2007; and  Sporn 2001  (as cited in  Guerrero and Urbano, 

2010). There have also been empirical studies made between 1995–2008 that  analyzed 

entrepreneurial universities from several countries (Guerrero and  Urbano,  2010) and  the ways of  

identifying them.   Several authors (Mets, 2010, Meyers and Pruthi ,2011,  Osiri, McCarty, & 

Jessup, 2013),  have identified  factors that facilitates the achievement of the mission of 

entrepreneurial universities.  

 This paper sought to study  if  the University of the Philippines Manila (UP Manila)  is  an 

entrepreneurial university. The phenomenon of entrepreneurial university has been around for 

decades   in many countries  and is recently gaining a resurgence.    UP Manila, one of the 

autonomous unit of the University of the Philippines (UP),  is committed  under UP’s  strategic 

plan for 2011-2017, “to establish and strengthen technology transfer and business development 

units and undertake intellectual property protection and management.” This  can be seen  as a call 

for UP Manila  to  align   with  the global universities’ new mission, to teach, to do research, and 

to commercialize research output.  This case study  seeks to  gauge the progress of UP Manila 

towards this direction using  an existing  framework in the literature. 

 

Research Objectives 

The following are  the  objectives of this  research: 

1.  To determine if UP Manila qualifies in terms of   resources  to be considered as an 

entrepreneurial university: 

 (a) institutional resources, 

 (b) human resources, 

 (c) financial resources, and 

 (d) commercial resources 

2.  To determine if UP Manila has  the factors  of a   successful entrepreneurial university 

namely:   

(a) the capacity to generate intellectual property (IP) 

(b) a unit or units  that facilitate  the technology transfer process 

(c) entrepreneurship expert/s  to offer functional business knowledge,  

(d) an entrepreneurial culture (EC) and  

(e) access to financial capital of  academic entrepreneurs. 
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Scope 

 

 This is a single case research study on the status  of the University of the Philippines Manila 

as an entrepreneurial university. This study was based on the examination of UP Manila under the 

lens of the  Resource Based-View Framework of an entrepreneurial university  of Lopez, A.S. 

(2013) and   the concept of  key success factors that makes successful universities proposed by   

Osiri, McCarty, & Jessup, 2013.   The  findings of the study  were  based on the responses  made 

by  key resource persons     interviewed  and the     evaluation  of the researcher. This research  

was  conducted  during the third  quarter of the year  2014. 

   

Hypotheses 

 

1. The first set of research hypotheses refer to resources  that UP Manila  must  have  to be 

considered as an entrepreneurial university: 

 

1.1  UP Manila has the institutional resource of an entrepreneurial university; 

1.2 UP Manila has the human resource of an entrepreneurial university; 

1.3 UP Manila has the financial resource of an entrepreneurial university; 

1.4 UP Manila has the commercial  resource of an entrepreneurial university. 

 

2.  The second  set of research hypotheses refer to the factors  that make successful 

entrepreneurial universities:  

 

2.1  UP Manila has  the capacity to generate intellectual property (IP); 

2.2 UP Manila has  a unit/units  that facilitate the technology transfer process; 

2.3 UP Manila has entrepreneurship experts to offer functional business knowledge; 

2.4 UP Manila has an entrepreneurial culture (EC); 

2.5 UP Manila has the financial capital available for academic entrepreneurs. 

 

Review of Literature 

 

 There are several definitions of an entrepreneurial  university in the literature. For purposes 

of a standard definition in this paper, I used the definition of Etzkowitz  (as cited in Cano & Pulido, 

2007, p. 8) which defines entrepreneurial universities as “ Universities that are considering new 

sources of funds like patents, research under  contracts and entry into a partnership with a private 

enterprise” The concept of entrepreneurial university is a product of the so called second academic 

revolution which gave rise to  the university’s   third mission,  incorporating economic and social 

development to its teaching and research   mission. (Mets 2010). The first academic revolution 

that  took  place in the late 19th and early 20th centuries    added research as an academic function 

to teaching.    Several authors explain the  conceptualization  of the third mission of the university: 

as a change in the “social contract” between the university and the state (Guston & Keniston, 1994 

as cited in  Martinell et al. 2008), as  a shift between modes of knowledge production (Gibbons, et 

al 1994 as cited in Martinelli et al. 2008), as the emergence of the Triple Helix Model (Leydesdorff 

& Etzkowitz, 1996 as cited in Martinelli et al. 2008). 
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 Although universities could share some ultimate goals but since  they have different 

histories, traditions, and organizational structures,  there is no typical way to become an 

entrepreneurial university (Martinelli, et al., 2008). In the United States, it was the passage of the 

University and Small Business Patent Procedures Act (or the Bayh–Dole Act) in 1980, which 

paved the way for  fueling the growth  of entrepreneurial universities (Osiri and Clarke, 2013).  

Before the Act,  very few universities have faculty members engaged in commercial activities  as  

entrepreneurship was thought to be the domain of the  non-academic or industrial sectors.  The 

prevailing notion  was that university should solely focus on pure academic research  (Osiri and 

Clarke, 2013). Until now,  there are still some  who up to these days  adhere to the norm of open 

science in which the goal was publication and widespread dissemination of findings to the public. 

However, as Etzkowitz (1998) noted , the norms of science which traditionally condemn profit-

making motives are beginning to change to allow  entrepreneurship. 

 Osiri, McCarty, & Jessup (2013) suggested five pointers for universities  to  be successful 

entrepreneurial  universities.   According to these authors, institutions  “ (I) Must first possess the 

capacity to generate intellectual property (IP), (II) Should have a technology transfer office (TTO), 

or a unit that facilitates the technology transfer process, (III) Should have at least one 

entrepreneurship expert to offer functional business knowledge, (IV) Should create an 

entrepreneurial culture (EC) and (V) Academic entrepreneurs should have access to financial 

capital.” 

 There are several  frameworks  to explain the  concepts of entrepreneurial university in the 

literature such as those of Guerrero and Urbano, 2010; Lopez, A.S. 2013;  Pei-Lee and Chen-Chen, 

2008;  and Salamzadeh, Salamzadeh, and Daraei,  2011) . Wood, M.S.  (2011) develop a multi-

stage process model of academic entrepreneurship  with the intention of improving chances of 

success of potential stakeholders.   Wood’s (2011) three stage entrepreneurship path are: 

“Innovation disclosure and intellectual property protection  stage,  Awareness and securing 

industry partnership stage, and commercialization stage.” The usefulness of this  process model  

of entrepreneurship is  because it  clarifies the activities, potential  stakeholder roles, and key 

success factors associated with each stage.  

 In this study, I used the Resource Based View Framework of Lopez, A.S. (2013) 

conmbined with   the  Entrepreneurial Success Factors concept of Osiri, et al.  (2013)  to consider   

the case of the University of the Philippines Manila as an entrepreneurial university.  

 The  theoretical framework  of Lopez, A.S. is     clear and comprehensive  with regards to    

the process involved in university entrepreneurship. Under the framework, “the opportunity 

sources are the faculty, research staff, and students of the university and external partners. The 

potential entrepreneurial output for the university are the technology transfer licensing agreements, 

spin-offs, starts-ups, or consultancy agreements. The tangible and intangible resources consist of  

the combination of  institutional, human, financial, and commercial resources. The resources are 

combined and used in the process following the five stages.  The five stages in the proposed model,  

are :    (1)  opportunity  recognition  and discovery; (2) development and assessment of potential 

business models; (3) development of business prototypes and plans; (4) evaluation and negotiation 

of entry strategies; and (5) commercialization and market entry.” (Lopez, 2013). Each  type of 

resources in Lopezes’ model  can be matched to  Osiri’s et al. key  success factors  of  an 

entrepreneurial university; e.g. for  institutional resources - culture of entrepreneurship for;  human 

resources-  capacity to generate intellectual property and expertise in entrepreneurship;  for 

financial resources- access to financial capital;  and  for commercial resources-   a unit that 

facilitates the technology transfer process or a  technology transfer office. 



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

474 

 

 

 According to the  Resource Based-View Framework, a resource should be valuable, rare, 

inimitable, and non-substitutable (VRIN) to be a  competitive advantage.  Thus, the key success 

factors provide the  competitive advantage of the entrepreneurial university as they are of the same 

importance to the university. 

 

 
 

Methodology 

 

 I used the single  case research method in this  study.  I applied the method of triangulation 

of data sources to obtain reliable  results. In particular,  I interviewed three key persons of the 

university to obtain information about the subject of the study.  I interviewed two administrative 

research  officers and a faculty researcher of the university.  I made appropriate arrangements to 

interview the key persons in their respective offices. I  prepared  interview scripts and reviewed 

relevant documents prior to each interview.  I recorded the interviews upon obtaining permission.  

  Aside from key persons interview, I  made  use of secondary data, of  relevant  documents 

to substantiate research on the subject of study. I referred to the UP Manila Research 

Manual(2011), the 2011 Handbook of  Intellectual Property Rights (IPR) Policy of the University 

of the Philippines, copies of    memos, and minutes of the meeting of the Intellectual Property 

Office obtained with permission in order to extract   information related to the area of investigation.  

 I also made use of participant observation method in getting  information about the  case 

being a member of the Intellectual Property and Technology Transfer Management Committee 

(IPTMC) of the  university’s intellectual property office  and being a researcher myself. 

 

Results and Discussion 

 

 The University of the Philippines Manila is an entrepreneurial university.  Though, it may 

have insufficient resources ,  it has the requisite institutional, human, financial, and commercial 

resources cited under the Resource Based- View Framework  proposed by Lopez, AS. (2013).  
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 Institutional resources relate to  (1) university community attitudes towards 

entrepreneurship, (2) presence of organizational rules, norms and procedures, (3) entrepreneurial 

education and teaching methodologies, and (4) presence of role models that encourage 

entrepreneurial behavior  in the university (Lopez, A.S., 2013). All these four factors are  

components of a  university’s entreprenerurial  culture.  In terms of the  university community 

attitudes towards entrepreneurship, the constituents of the university are  more oriented towards 

research for publication and not to  commercial application.  One of the key persons interviewed 

sums this up by saying “ the typical attitude  of the researchers in the university  is  to dedicate  

themselves to research without expecting the commercial significance of their studies.”Oftentimes, 

this attitude is due to lack of knowledge or misconception about commercialization of research. 

As one key resource person interviewed said, 

 

“ I have interviewed a lot of professors and scientists and they have many inventions 

unpublished and yet they have not yet pursued  the registration or application for patents 

for their inventions simply because, they have no interest… not all but a lot will have 

misconceptions regarding patents, regarding the procedures.”   

 

 The university currently  lacks a system of entrepreneurial education and teaching 

methodologies that fosters academic  entrepreneurship,  This must be addressed  in the university  

curriculum. All the persons interviewed recognized the importance of entrepreneurial education 

and development of teaching methodologies in fostering university entrepreneurship. One of the 

resource  persons think   

 

“A one or two  unit course must be created under the General Education (G.E.) program  

of the university to teach entrepreneurship and intellectual property management. The least 

that can be done is to include in the sylabbus of a G.E. subject , the teaching of these 

topics.” 

   

 In terms of the university  rules and procedures governing intellectual property  

management, UP Manila published a Research Manual  in 2011 which contains under Chapter 5  

detailed discussion about intellectual property.  It covers   organizational rules, norms, and 

procedures related to  compensation and performance evaluation systems  of the university to 

encourage entrepreneurship.  

 The university can also be credited to  recognizing patent grants in the assignment and  

promotion,  of faculty researchers.  The 2011 Handbook of  Intellectual Property Rights (IPR) 

Policy of the University of the Philippines contains the   rules and regulations governing 

technology transfer and commercialization of research in the university.  

 With regards to role models that encourage entrepreneurial behavior, though the university 

has a  large pool of intellectual and creative talents, it does not foster role modelling  to promote 

and  inspire the faculty to become academic entrepreneurs.  In other universities, productive 

researchers or serial inventors from each unit are  singled out and encourage to act as role models 

to promote entrepreneurship Goktepe- Huelten (2008).  It  is a challenge to UP Manila to develop 

an entrepreneurial culture.  It requires the contribution of everyone, especially the  researchers 

themselves, who  according to  Goktepe-Hulten (2008),  are the  major players  in the promotion 

of  entrepreneurial university culture. 
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 In terms of human resources, UP Manila,  possess the capacity to generate intellectual 

property.  UP Manila formerly known  as the Health Sciences Center,  is one of the autonomous 

campuses of the University of the Philippines System. As a   public, non-sectarian, non-profit 

institution  of higher learning, it is  composed of  nine (9) degree granting units headed by a 

Chancellor. The nine degree granting units of the university are the College of Medicine, College 

of Pharmacy, College of Dentistry,  College of Public Health, College of Nursing, College  of Arts 

and Sciences, College of Allied and Medical Professions, National Teachers Training Center for 

the Health Professions, School of Health Sciences (main campus in Palo, Leyte  and  two extension 

campuses in Baler (Aurora) and South Koronadal (Cotabato City).  The Philippine General 

Hospital is the teaching hospital of  UP Manila. The  National Institute of Health  (NIH) is   the 

health  research center  of the University, created by the UP Board of Regents in 1996 as an 

institutional home of a network of various research and extension units specializing in health and 

socio-biomedical concerns. 

 Given  UP Manila’s pool of academic health practitioners and clinicians   from its 

constituent  units, it surely has the capacity to generate intellectual property. The university  

administration  is very supportive  of strengthening technology transfer.  This is the reason why, 

one fo the key persons interviewed, considers   human resource as   the university’s competitive 

edge over other  institutions . 

 In relation to financial resources,  UP Manila, has the budget to support Research and 

Development through the National Institute of Health  which  awards research grants to interested 

researchers.  Also the UPM-IPO  provides funding assistance to prospective academic 

entrepreneurs for  R&D, capacity building, and technology transfer activities. A major source of 

UPM- IPO funding  comes from earning’s received  by the university from technology transfer 

fees of the herbal drug  researches. One usual problem  encountered by the IPO given the support  

of the administration for its projects,  is that the financial assistance  takes time to be delivered.  

One key person interviewed confides, “this is a reality that is  quite hard to change in a government 

setting.  I am very positive though that things can be done. With all these constraints we can always 

find ways and means to do it.  Of course when we  compare ourselves with private universities 

they can make decisions faster and release money faster.  But in terms of brains of people who are 

inventing which is the most important part of the ingredient, we have it at UP. “ 

 However, the  IPO  aspires that the university may be able to provide substantial budget  to 

the   office to carry out its big projects foremost of which is for capacity building in terms of hiring 

of personnel and provisions of full range of service, legal, technical, and administrative.  

 In terms of commercial resources, UP Manila  has the research facilities in its constituent 

units, the National Institute of Health (NIH), and the Philippine General Hospital (PGH),  and in  

the various teaching and laboratory facilities in each colleges.  

  UP Manila  has a Technology Transfer Office. This is the UP Manila-Intellectual Property 

Office (IPO)*, which was created and operationalized in 2006,  under the office of the  Vice 

Chancellor for Research. The senior lawyer  of the Legal Office of the  UPM was appointed as the 

concurrent  head of the UPM-IPO reporting to the Vice Chancellor for Research in this capacity. 

The UPM-IPO is charged with the following specific tasks: 1) Interact and assists faculty and 

researchers in protecting innovations/inventions; 2) Handle inventions/disclosures and maintains 

patents and other intellectual property; 3) File and prosecute patent applications with Intellectual 

Property Office of the Philippines (IPOPHL); 4) Implement approved Intellectual Property Right’s 

protection policies; 5) Conduct seminar and training courses on Intellectual Property and 
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Intellectual Property Rights protection; and 5) Network with IP professional/organizations and 

industry.  

 

 The UPM-IPO provide the following services: 

 IPR Assistance  such as patent search, patent drafting, patent filing, prosecution, 

and maintenance. 

 Technology licensing and commercialization services 

 Funding assistance for further R&D, capacity building, and IP and technology 

transfer activities 

 

 In relation to  the  success factors of an entrepreneurial university, as proposed by Osiri, et 

al. (2013). “ (I) the capacity to generate intellectual property (IP), (II) a technology transfer office 

(TTO), or a unit that facilitates the technology transfer process, (III) an entrepreneurship expert to 

offer functional business knowledge, (IV) an entrepreneurial culture (EC) and (V) Academic 

entrepreneurs access to financial capital.” UP Manila  has   4   out of  5 of these factors. The  four 

factors have already been mentioned namely;  the capacity to generate intellectual property (under 

human resources), technology transfer office (under commercial resources), entrepreneurial 

culture (under institutional resource) and academic entrepreneurs access to financial capital (under 

financial resources). Only the factor of having an entrepreneurship expert  to offer functional 

business knowledge remains to be commented.   

 In this regard, UP Manila   has  entrepreneurial experts to consult on issues related to 

technology transfer and commercialization  of research outputs in the university.  The UPM-IPO  

can tapped the experts from the University of the Philippines System Technology Transfer and 

Business Development Center when need for these consultations arise. The  table below 

summarizes the findings of the study: 

 

The Case of UP Manila as an Entrepreneurial University-Summary of Findings 

 Resources Key Success 

Factors 

Action Plan 

Institutional 

•University 

community attitude 

towards 

entrepreneurship 

•Organizational rules, 

norms and procedures 

•Entrepreneurial 

education and 

teaching 

methodologies 

•Role models 

☼Culture of 

entrepreneurship 

 

Promote culture of entrepreneurship by teaching 

academic entrepreneurship as an  undergraduate 

course, develop effective teaching 

methodologies,   seminar-workshop for faculty, 

and research staff, identify  and support  role 

models, incentivize academic entrepreneurship. 

Human 

•People with  skills 

and knowledge 

☼Capacity to 

generate IP 

☼Entrepreneurial 

experts 

Encourage academic entrepreneurship in the 

university  
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 Resources Key Success 

Factors 

Action Plan 

Financial 

•Availability of funds 

☼Access to capital Provide funds to support research initiatives 

with potential for commercial success. Budget 

for IPO  

Commercial 

•Entrepreneurial 

support structures 

☼Technology  

transfer office 

Convert the UPM-IPO into a unit that provides 

administraive, technical, legal and  business 

assistance to the academic entrepreneurs; Set up 

business  incubators in the university 

  

 The success of the an entrepreneurial univesity can be secured if it has the institutional, 

human, financial, and commercial resources  and the key success factors  appropriate for each 

resource  

 The first of which are  the human resources or  people with skills and knowledge and  

entrepreneurial experts with the capacity to generate intellectual property. Second will be  financial 

resource which means availability of funds  to support initatives with potential for commercial 

success. The third is commercial resource in terms of  having the entreprenerual support structures. 

 Undoubtedly, UP Manila is an entrepreneurial university. The   tangible proof of this are 

the millions of pesos it has  earned in royalties out of technology transfer licensing  agreements 

with private companies. But for the University of the Philippines Manila to continue to be  an 

entrepreneurial university, it must be able to address all its resource- based issues. Foremost of 

which are the  institutional resource needs to develop a culture of entrepreneurship in the 

university. This can be accomplished by  implementing a compulsory instruction on 

entrepreneurship in relation to intellectual property (academic entrepreneurship) in the General 

Education courses of the undergraduate students, developing effective entrepreneurial teaching 

methodologies, and by promoting academic entrepreneurship  through   seminars-workshops for 

the faculty and research staff.  This recommendation will  addressed  both  human resource  

development and institutional resource concenrs.  Another way is by identifying role models in 

the university who can help in the promotion of academic entrepreneurship. Serial inventors who 

have successfully patented and commercialized researches can serve as models. In addition, the 

rules and guidelines on intellectual property management of the university should be improved to 

be facilitative and supportive of academic entrepreneurship rather  than being merely   regulatory. 

The Intellectual Property Office of the University should be strengthened and improved  in terms 

of   capacity and capability by  converting the IPO to a complete technical. legal, and business 

development center  ready to assists would be academic entrepreneurs in terms of their concerns.  

Last but not the least at UP Manila, there should be readily  available   funds  in  support of    the 

academic entreprenuers. 
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Abstract  

 

This research used a university brand equity framework based on the concept of customer-

based brand equity.  After establishing the university’s market profile, the study investigated its 

enrollment management (EM) efforts and results, assessed its brand equity (BE), identified the 

gaps and issues along EM and BE and came up with general guidelines and strategic actions that 

sought to fortify its enrollment management. Using a combination of both quantitative and 

qualitative methods, the study found out that most of its students come from the university’s 

immediate service area and are described as sociable and adaptable who belong mostly between 

lower- and middle-income families.  Its image and reputation remain to be the primary factors 

considered by its clients in enrolling in the university and these clients believe that supporting-

learning environment and supporting-library services are very important factors in establishing a 

good reputation.   

Career campaign efforts were continuously improved but these were not translated into 

significant increases in enrollment figures. The regression analysis model indicated that the 

amount spent for career campaign activities is not a good predictor for enrollment figures.  Issues 

that need to be addressed in order to enhance brand equity dwelt on the following areas:  brand 

awareness, perceived quality, supporting facilities, supporting-learning environment, core-

university reputation, supporting – library services, supporting – dining services/canteens, 

supporting- residence hall and core-emotional environment. In order to fortify the university’s 

enrollment management, a total marketing program that understands the needs and wants of the 

university’s various publics and meets these needs through its instruction, research and service to 

the community is forwarded. 

 

Keywords: Customer-based Branding; Enrollment management efforts; University marketing 

 

Introduction 

 

Many educational executives are cognizant of the need for “marketization” – the marketing 

of their education institutions (Hanson, 1996). The marketing of education is needed for successful 

recruitment and for increasing market share of resources and students (Davis and Ellison, 1997; 

Grace, 1995; Oplatka, Hemsley - Brown and Foskett, 2002). 

One particularly essential marketing concept that has not been addressed adequately in the 

marketing of services is that of branding, particularly in the context of branding education. The 

university sector has traditionally led research into the marketing of education products, 

exemplified by numerous articles on how to brand education at the school and university level, 

including articles by Arenson (2004), Chapleo (2003), Holmes (2003), Gifford (2004), and Reader 

(2003), amongst others. These articles describe how universities can differentiate themselves 

through the use of branding strategies, for example by creating a sense of community between the 

mailto:harryvillanueva1984@gmail.com
mailto:angelagarra28@gmail.com
mailto:j_palina@yahoo.com
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educational product and its customers (Arenson, 2004), and through a number of practical 

activities on how to create a brand, followed by reasons on why a brand is important (Chapleo, 

2003; Gifford, 2004; Holmes, 2003). There also exists a number of marketing articles dealing with 

branding in schools, such as those by Oplatka and Helmsley Brown (2004), positioning schools 

using marketing plans (Harvey, 1996), communicating with its customers and clients (Hall, 1996), 

and brand valuation (Roberts, 1998).  

Brands  have  been  considered  as  the  second  most  important  assets  for  a  firm  after  

customers (Ambler,  2000;  Doyle,  2001;  Jones,  2005).  Strong brands, customer awareness, 

market share and satisfied customers contribute to the creation of shareholder value which depends 

on the value of a brand. Brand value concerns with the study of how value is created, whereas 

equity is concerned with the measurement of this value (Jones, 2005).  Brand equity perfectly 

defines the value of a brand.  

Branding in universities has become an increasingly topical issue among administrators, 

with some institutions committing substantial financial resources to branding activities. Although 

it is receiving increased academic investigation, to date this has been limited. The particular 

characteristics of the sector present challenges for those seeking to build brands and it therefore 

seems timely and appropriate to investigate the common properties of those universities perceived 

as having successful brands. 

Effective branding in institutions of higher education requires a critical understanding of 

the perceptions of the key target markets such as students, employees, employers, alumni, donors 

and the general public (Pesch, Calhoun, Schneider and Bristow, 2008).  

The trend in universities today is shifting towards an engagement in marketing and 

branding programs. The purpose is often to enhance the reputation of the university and to have a 

positive influence on university ranking. A greater competition existing among universities today 

forces them to attract the best and brightest students. A university is no longer just an institution 

of higher learning but also a business. Millions of dollars are spent by universities trying to furnish 

their image and enhance their position in these rankings. Both students and universities are 

adopting the mantra suggested by Bunzel (2007): “Markets in which small differences in 

performance give rise to enormous differences in reward”. 

Saint Mary’s University (SMU), a private-sectarian institution of higher learning located 

at the northern part of the Philippines is not exempted from this trend. The competition in the 

educational sector in the province of Nueva Vizcaya where SMU operates is very stiff due to the 

presence of neighboring universities and colleges. To address this, Saint Mary’s University 

conducts an intensive career guidance campaign which is considered to be an effort of the 

institution to introduce Saint Mary’s University to the different schools in the province including 

other schools in the provinces of Quirino, Isabela and Ifugao and encourage potential students to 

enroll in the university.  

For the past ten years, the trend of enrollment at Saint Mary’s University has not been very 

stable. In the tertiary level, a steady decline of total enrollment figure from 2005-2006 (7,430 

students) was experienced until SY 2011-2012 (6,553 students). The following year, i.e. SY 2012-

2013, the total number of enrollees slightly increased to 6,580 students and has extended the 

increase until SY 2013-2014 (6,790 students). In school year 2014-2015 however, the total 

enrollment data posted a decrease of 175 students (6,615 students). 

The preceding data and statements justify the need to look more closely into the marketing 

efforts of SMU and its results. It will also be beneficial to zero-in on the university’s brand equity 

and make assessments using a brand equity model. Whatever gaps or issues that will be drawn out 
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from the results of the study will serve as bases for crafting general guidelines and strategic actions 

aimed at fortifying the University’s enrollment management efforts. 

 

Objectives of the Study 

 

This study aimed to fortify the university’s enrollment management through brand equity 

assessment. 

Specifically, this study sought to attain the following research objectives: 

1. To determine and analyze the market profile of Saint Mary’s University in terms of its 

demographic, economic and psychographic profiles. 

2. To investigate the university’s enrollment management efforts and its results. 

3. To assess the brand equity of Saint Mary’s University using a university brand equity 

framework along the areas of brand awareness, perceived quality, brand association, brand 

loyalty, brand trust, supporting – facilities, supporting-learning environment, core- 

university reputation (overall brand equity), supporting – library services, supporting- 

dining services/ canteens, supporting- residence hall and core- emotional environment. 

4. To determine the gaps and issues based on the assessment of its brand equity. 

5. To develop general guidelines and strategic actions needed to fortify the university’s 

enrollment management.  

 

Research Design 

 

The study employed the descriptive method of research, particularly the normative and 

evaluative sub-types. The descriptive type of research endeavors to describe systematically, 

factually, accurately and objectively a situation, problem or phenomenon. Evaluation rating sheets 

in the form of questionnaires were administered to the respondents to assess the university’s brand 

equity and documentary scanning were also made to gather the enrollment management effort 

(career campaign expenses) and results  (enrollment figures).  

 

Population of the Study 

 

The respondents of the study were students from the tertiary level of Saint Mary’s 

University during the First Semester, school year 2015-2016. They were selected as respondents 

of the study because they avail the programs and services of the university.  The type of sampling 

technique used was quota sampling because the demographic characteristics of interests are 

represented in the sample proportion as there are in the population. To supplement their responses, 

this study also floated a survey questionnaire to parents of college freshmen during the SY 2015-

2016. 

 

Research Environment 

 

Saint Mary’s University of Bayombong is a Catholic institution of learning which is 

administered by the CICM Missionaries. It is a non-stock, non-profit educational corporation, duly 

registered with the Securities and Exchange Commission (SEC). Its Article of Incorporation was 

registered on October 12, 1948 while its By-Laws was filed on October 26, 1948. From its humble 

beginnings as Saint Mary’s College, it was elevated into a University status on January 5, 1994.  
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Findings 

 

 The following are key findings of the study: 

1. Half of the respondents are 18 and 19 years old (168 or 50.20%), female students (209 or 

62%), who come from Nueva Vizcaya (217 or 65%) and belongs to the Ilocano ethnic 

group (199 or 67%), taking up Accountancy and Engineering and Architecture courses (49 

or 14.50%) and in their fourth year (85 or 25.10%), whose mothers don’t have an 

occupation (95 or 28.20%) and fathers who are farmers (86 or 25.60%),  earning Php 

20,000 and below (88 or 26.70%). They modestly can afford to buy all they want (210 or 

62.30%), usually stay at home or boarding houses (225 or 37.40%), sociable (212 or 

21.90%), and belong to the middle class (223 or 80.5%). 

2. The amount spent for career campaigns (R2=9E-05) does not predict enrollment figures. 

Instead, the school’s reputation and good image (3.63) serve as primary factors considered 

in choosing SMU for their child’s college education. 

3. The respondents’ perception on perceived quality (�̅� = 5.82, �̃� = 6.50), brand trust (�̅� = 

5.84, �̃� = 6.5), learning environment (�̅� = 6.02, �̃� = 6.50), library services (�̅� = 5.96, �̃� = 

6.50) were considered to be very important factors of brand equity while brand association 

(�̅� = 5.85, �̃� = 6.17), brand loyalty (�̅� = 5.69, �̃� = 6.00), supporting facilities (�̅� = 5.87, �̃� = 

6.17), university reputation (�̅� = 5.83, �̃� = 6.00), dining services/canteens(�̅� = 5.93, �̃� = 

6.33), residence hall (�̅� = 5.85, �̃� = 6.00), and emotional environment (�̅� = 5.98, �̃� = 6.25) 

were believed to be important. Moreover, brand awareness (�̅� = 5.47, �̃� = 6) was rated as 

somewhat important. 

4. The correlation between respondents’ rating on level of importance and their agreement 

that it is provided by SMU along the brand equity domains: brand awareness (sig. = 0.015), 

perceived quality (sig. = 0.577), supporting facilities (sig. = .803), supporting learning 

environment (sig. = 0.036), core-university reputation (sig. = .104), supporting library 

services (sig. = .597), supporting dining services/ canteens (sig. = .450), supporting-

residence halls (sig. = .450) and core  emotional environment (0.075) were identified to be 

addressed or improved so as to enhance the brand equity of the university. 

 

Conclusions 

 

Based on the findings of the study, the following conclusions were drawn: 

1. Majority of the respondents are young Ilocano female students from the province of Nueva 

Vizcaya whose mothers don’t have an occupation but whose fathers are engaged in farming 

earning a monthly income of Php 20,000 and below. Many can modestly afford to buy all 

they want and their family belongs to the middle class. 

2. The amount spent for career campaigns is not a strong predictor of enrollment figures.  

Instead, the school’s reputation and good image serve as primary factors considered by its 

clientele in deciding to enroll at the University. 

3. Perceived quality, brand trust, learning environment and library services were identified as 

highly influential factors of brand equity which might be the reason why they chose Saint 

Mary’s University as compared to others while brand association, brand loyalty, supporting 

facilities, university reputation, dining services and canteens, residence halls and emotional 
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environment are considered to be influential factors.  Moreover, brand awareness is 

believed to be somewhat influential.  

4. Despite of the good brand equity that the University enjoys from among its current clients, 

there are still areas that need to be addressed like brand awareness, perceived quality, 

supporting facilities, supporting learning environment, core-university reputation, 

supporting library services, supporting dining services/ canteens, supporting-residence 

halls and core emotional environment should have to be addressed or improved so as to 

enhanced the brand equity of the university. 

5. A total marketing program that understands the needs and wants of the university’s various 

publics and meets these needs through its instruction, research and service to the 

community is deemed necessary. 

 

Recommendations 

 

 In light of the findings and conclusions, the following are recommended: 

1.  The university should take advantage of its good image and reputation by developing a 

continuous marketing campaign that highlights these attributes.  This requires coming up 

with a good marketing plan that incorporates the marketing objectives, marketing resources 

required, marketing strategies and monitoring and evaluation.   

2. Since perceived quality, brand trust, learning environment, and library services were 

identified as strong factors that create brand equity, the University should include these 

components in its medium- and long-term development plans.    The area on learning 

environment as indicated in the research instrument speaks of the university’s high 

academic standards, academic reputation and good educational value.  These components 

are attributes of the University’s overall brand equity.  Under the area on marketing in its 

development plan, the University should come up with strategic objectives, strategic 

activities, key performance indicators, and means of verification.  Incorporating this 

component in its development plan provides an assurance that the brand equity that it 

currently enjoys is maintained and probably improved in the years to come.  Along library 

services, the University should explore on enriching its online databases, journals and 

books, which are needed for instruction and research. 

3. The university enjoys good brand equity among its current clienteles but there are still areas 

that need to be addressed as shared by the respondents.  These are brand awareness, 

perceived quality, supporting facilities, supporting learning environment, university 

reputation, library services, dining services/canteens, residence hall, and emotional 

environment. The University therefore must exert efforts to address these. These 

components need to be integrated too in the annual action plans of academic deans drawn 

from the university’s development plan.  The annual plan needs to be reviewed and 

evaluated so that adjustments, if needed are carried out.   

4. The marketing program should be owned by all members of the Marian community.  

Ownership of the plan means that they should commit to the specific actions that were 

outlined in the program.  Marketing campaign is everyone’s concern.   
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Abstract 

 

The study on the similarities of and the preferences for higher educational institutions in 

Davao City was undertaken to understand how the different colleges/universities fared based on 

the perceptions of their respective students. The school factors valued by the students were 

analyzed to further explain the preferences for HEIs. 

It was conducted in the 10 major HEIs in Davao City, namely: Ateneo de Davao University, 

Brokenshire College, Davao Doctors College, Holy Cross of Davao College, Philippine Women 

College, Rizal Memorial Colleges, San Pedro College, University of Immaculate Conception, 

University of Mindanao, and University of South Eastern Philippines. A total of 300 respondents 

or 30 students per school were included in the survey. There were 10 cohorts (group of students 

per school) formed. 

The study was descriptive, exploratory, and correlational in design and applied multivariate 

techniques such as factor analysis and multidimensional scaling (MDS) or perceptual mapping.  

The study generated 33 MDS maps which were analyzed and interpreted. Three (3) factors 

were formed using principal component factor analysis, where all the variables are found 

significant. The hypothesis was tested and it is accepted. 

The findings showed that the majority of respondents are taking business courses. Their 

perceptions on the different schools based on the school attributes revealed patterns where 7 

schools are classified as having 3-star competition and 2 schools having 2-star competition. The 

respondents also manifested that they value more the school comfort and technology they availed 

and enjoyed during their college. The majority of respondents considered the tuition and 

miscellaneous fees of their respective school reasonable relative to their school attributes. 
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Multidimensional scaling; positioning; HEIs; Davao City; technology 
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Abstract 

 

Innovation is an elusive, complex and multi-dimensional concept. Yet, organizations 

actively participate in continuous invention and innovation so as not to render their products and 

services obsolete (Prahalad and Krishnan 2008, 46).  Innovation boosts competitiveness, economic 

and social progress at the national level and propels growth, success, and competitive advantage 

at the enterprise level (Bos-Brouwers, 2010; OECD, 2012; Vilanova & Dettoni, 2011). In the firm 

context, Drucker (1985) explained that innovation is the means used by entrepreneurs to explore 

possibilities to offer a new product, service or business. The literature also indicates a positive 

relationship between innovation performance and enhanced firm performance. Lawson and 

Samson (2001) state that innovative firms are more profitable and valued at a premium by the 

share market relative to their less innovative counterparts. However, it was also suggested that the 

concept of capability is useful to apply to innovation as it is the capability to innovate that creates 

the potential for firm-wide behaviors leading to systematic innovation activities within the firm. 

Innovation capability is proposed as a higher-order integration capability and organizations 

possessing this innovation capability have the ability to integrate key capabilities and resources of 

their firm to successfully stimulate innovation (Lawson and Samson, 2001).  Hence, it is suggested 

that the stronger the innovation capability possessed by a firm, the more effective will be their 

innovation performance. Following Samson and Gloet (2014), this study will review the literature 

to explore the proposition that organizations with a competitive strategy based on innovation 

achieve sustained innovation capability.  Further, it will explore the attributes of successful 

innovation among SMEs as well as the factors that will contribute to sustained innovation 

capability among SMEs.  
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Introduction 

 

Innovation is assumed to be a main driver of economic and social progress at the national 

level as well as a driver of business success and competitive advantage at the firm level (Bos-

Brouwers, 2010; OECD, 2012; Samson & Gloet, 2014). It strengthens the competitiveness of 

countries as well as sectors and individual companies (Porter, 1985 as cited in Bos-Brouwers, 

2010). Akman and Yilmaz (2008), citing different sources said that “to create growth, to sustain 

performance and to develop performance in such a dynamic and changing environment, one needs 

innovations. Drucker (1999) believed that innovation is a main strategic tool to have a competitive 

advantage in complex environments. On one hand, Neely & Hii (1998) said that the ability to 

innovate has a direct impact on the competitiveness of a firm and thus its performance. For these 

reasons, firms accept that innovation is a strategic necessity, not a strategic choice, and innovation 

is generally introduced as the key factor for competition in various markets (Akman and Yilmaz, 

2008; Drucker, 1999; Hamel and Prahalad, 1994). However, innovation may have become a very 

important part of the corporate agenda today; yet, it is difficult to define and even more difficult 

to measure. In fact, although the body of literature on these issues has been growing significantly 

in the last few years, it ironically seems to have generated more confusion rather than help clarify 

the concepts (Schaltegger, 2002; Vilanova and Dettoni, P, n.d). 

The role of small firms in the economy extends far beyond just providing employment. It 

includes increased investment, output, income, productivity, and exports. However, their 

contribution can greatly be enhanced if many of them are engaged in innovation. (Alsaaty, 2011, 

p 1).  When technologies and scientific developments, globalization and a fast changing 

environment yield economic opportunities (Freeman et al., 1982); smaller organizations can be 

quicker, more flexible and more responsive to the dynamics of the environment they operate in, 

probably as a result of having a simple organizational structure. According to Zatezalo and Gray 

(2000) in Akman and Yilmaz, small organizations are more innovative than larger ones, although 

their implementation of innovations may be slower, due to lack of resources. Small business 

owners are often entrepreneurs, who take the initiative and run the risks. Hence, small, dynamic 

fast- growing firms emerge and become the primary engine of the innovation (Akman and Yilmaz, 

2008 pp 70). 

The purpose of innovation is for firms to improve their performance to obtain increased 

competitive advantage. Innovation is therefore a need-driven, customer-focused process (Alsaaty, 

2011; Gunday et al, 2011). An important aspect of this process is the efficient deployment of 

resources since innovative firms need to manage their resources wisely, and creatively (Alsaaty, 

2011, p.11).  Moreover, Rosenbusch, Brinckmann and Bausch (2011) noted that a considerable 

number of practitioner-oriented literature viewed innovation as the only solution in order to survive 

and thrive in an increasingly hyper- competitive markets. 

According to Akman and Yilmaz (2008), if a firm has a strong innovative capability, their 

innovation performance might also be very high. Innovative capability provides firms with the 

interaction between external environment and customers. Firms with strong innovative capability 

are able to select the product that can be successful and is able to meet current and future wants 

and expectations of the market (Akman and Yilmaz, 2008 pp 70).  

Additionally, a number of studies have focused on the link between innovation and firm 

performance, including the need for improving different innovation capability, which leads to 

firms’ growth and success (Calantone et al., 2002; Saunila & Ukko, 2011). Most of these 

researchers showed that some innovation capabilities affect firm performance in general (Crossan 
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and Apaydin, 2010; Tidd, 2001; Saunila & Ukko, 2011).  Saunila & Ukko (2011) studied the 

impact of innovation on both firm financial and operational performance of the firm. These 

researchers examined various categories of innovation capability from different perspectives; 

some looked at joint innovation capability, while others concentrated on just one or two categories 

of innovation. 

 

Statement of the Problem   

Innovation plays a significant role in creating the differences of performance and 

competition among firms, regions and even countries. For instance, the study by Fagerberg et al. 

(2004) revealed that innovative countries had higher productivity and income than the less-

innovative ones. OECD reports pointed out that companies that developed innovations in a more 

decisive way and rapidly, had also more qualified workers, paid higher salaries and provided more 

conclusive future plans for their employees. In fact, the effects of innovations on firm performance 

differ in a wide spectrum from sales, market share and profitability to productivity and efficiency 

(OECD Oslo Manual, 2005).  

Understanding how innovation delivers firm performance is vital to managing firm 

innovation. A possible way to advance this research is to test the connection between identified 

innovation determinants and firm performance (Crossan and Apaydin, 2010). 

  Similarly, this paper intends to undertake a critical review of literature to explore the 

question how local businesses can integrate the concept of innovation and innovation capability 

into their business operations. 

In this paper, we aim to explore innovation, innovation capability and their effects on firm 

performance by examining process, marketing and organizational innovations, as well as by 

focusing on various aspects of SME performance as seen in their innovative performance, 

production performance, market performance and financial performance. 

My paper assumes that innovation capability play a central role in the competitiveness of 

the firm as inspired by Samson & Gloet’s (2014) exploratory study of innovation capability in 

Australian manufacturing organizations, Terziovski’s (2010) research study on the innovation 

drivers and its performance implications, Lawson & Samson’s (2001) research which proposes 

that innovation management can be viewed as a form of organizational capability and Saunila’s 

(2014) research which aims to clarify the concept of innovation capability and to show the linkage 

between innovation capability and firm performance. These studies highlighted the need for 

meeting the challenges faced by today’s business and how the SMEs need to translate the concept 

of innovation into business activities. It will build on the reality that innovation is a major concern 

both for large companies as well as for small and medium-sized enterprises. Few studies have 

examined the impact of innovation capability aspects on firm performance. Some researchers have 

studied the connection between individual aspects of innovation capability and firm performance, 

there is a lack of consensus on whether the relationship has a positive or negative effect, or even 

exists (Saunila, 2014).   

This proposal aims to contribute to the literature and practitioners by providing insight into 

the development of the innovation capability construct, as translated into business practices of the 

women entrepreneurs.  This is significant considering that “identifying factors associated with 

successful innovation at the enterprise level is an initial step to identifying the attributes of the 

innovation capability of the organization” (Samson & Gloet, 2014, pp. 6448).  

While the focus of our research is on describing how to develop and embed innovation and 

innovation capability in business operations, we believe that this study is also relevant for 
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practitioners looking for role models and can help inform future legislation, policies and actions 

on entrepreneurship and on stimulating  innovation processes, in general.  

This proposal will contribute to the existing discussion on innovation, innovation capability 

and performance in the context of women entrepreneurs.  First, the current research attempts to 

make the concept of innovation in the SME context more explicit by utilizing the concept of 

innovation capability. Secondly, it aims to operationalize and test the effect of SME innovation 

capability on performance, with a view to enhancing the performance management literature on 

insights of innovation and innovation capability. Thus, these two phases aim at increasing 

understanding the role of innovation capability in performance management. 

  

Theoretical Framework 

 

Dynamic Capability 

 

Eisenhardt and Martin (2000) claim that “dynamic capabilities consist of identifiable and 

specific routines that often have been the subject of extensive empirical research in their own right 

outside of resource-based view” (2000, p.1107). They classify dynamic capabilities in three 

groups:  

1. dynamic capabilities that integrate resources (i.e. strategic decision-making 

routines and product development routines)  

2. dynamic capabilities that focus on reconfiguration of resources within firms  (i.e. 

transfer processes including routines for replication and brokering,  resource 

allocation routines and patching as a strategic process that  centres on routines to 

realign the match-up of businesses)  

3. dynamic capabilities that are related to the gain and release of resources  (i.e. 

knowledge creation routines whereby managers and others build new thinking 

within the firm, alliance and acquisition routines and exit  routines that jettison 

resource).  

Borch and Madsen (2007) claims that the focus on dynamic capabilities is of special 

importance for entrepreneurial small firms since little is known about the types of organizational 

capabilities that are needed in pursuing new and innovative strategies within SMEs. According to 

Zahra et al (2006), smaller established firms may need other capabilities than new or larger firms. 

Within the smaller firm, the dynamic processes towards new business platforms have to include 

efforts for protecting its present activities and provide a smooth transfer towards new market 

strategies. The transformation of existing resources into new business platforms has to be an 

integral part of the entrepreneurial process (Hitt and Ireland, 2000). The Dynamic Capability (DC) 

approach provides a closer picture of the action patterns towards renewal of the firm. The RBV 

literature emphasizes that it is not the resources per se that contribute to competitive advantage. 

Rather, it is the capability of rearranging the resources into resource configuration supporting the 

chosen strategies that are critical (Borch and Madsen, 2007, pp 110).  

However, Borch and Madsen (2007) claims it is not known what types of capabilities are 

most critical in facilitating innovative strategies. Hence, an increased understanding of this type of 

capabilities may safeguard SMEs from being ‘stuck in the middle’ with non-targeted competitive 

positioning tools, especially in a situation where there is a need for strategic turnaround to meet 

market jolts. 
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Similarly, Teece et al. (1997) identified the following organizational and managerial 

processes essential for dynamic capabilities:  

1. coordination/integration of both internal and external activities  

2. learning seen as social and collective and defined as repetition and experimentation 

which enables tasks to be performed better and  quicker  

3. Reconfiguration and transformation of resources based on the ability to scan the 

environment to evaluate the markets and competitors. 

Innovation 

 

Joseph Schumpeter can be considered the father of innovation as a key management 

concept, from his seminal work of 1934, where he argued that economic development is driven by 

innovation by a process of “creative destruction”. He argued then that innovations could be 

considered “radical” when they generate major disruptive changes, while if these innovations 

produced small improvements generating a slow change process they could be considered 

“incremental”. Finally, he proposed that there are five types of innovations: (1) introduction of 

new products; (2) introduction of new methods of production; (3) opening new markets; (4) 

development of new sources for raw materials or other inputs; and (5) creation of new market 

structures in an industry. Other studies about innovation focuses on the utilization of opportunities 

(Kirzner, 1973), goal oriented innovation (Drucker, 1985) and entrepreneurial and risk taking 

behaviour (McGrath, 1999). 

Innovation refers to the implementation of a new or significantly improved product (e.g. 

change in product properties), process (e.g. changed delivery methods), marketing method (e.g. 

new product packaging) or organizational method (e.g. changes in workplace organization) in 

business practices, workplace organization, or external relations (OECD, 2005: 17, 46). However, 

for innovation to go beyond inventions, it needs to be successfully diffused in the market (e.g. 

products) or implemented (e.g. processes) to achieve an economic impact (OECD, 2005: 17).  

Today, the reference work on innovation for companies is the Oslo Manual, developed by 

the OECD and the European Commission in 2005, which establishes “The Guidelines for 

Collecting and Interpreting Innovation Data”. The manual specifies that “innovation activities 

include all scientific, technological, organizational, financial and commercial steps which actually 

lead, or are intended to lead, to the implementation of innovations”. Finally, innovation only 

happens when it develops as a social practice, when it changes practices and habits. In other words, 

a firm that uses exploration throughout its ranks understands that the basic unit of innovation is 

not a department, but rather a network which aims to generate public and private good.  

Gunday (2011, pp 2) claims that over the last two decades, innovativeness has turned into 

an attractive area of study for those researchers who tried to define, categorize and investigate its 

performance impacts, especially due to its practical relevance. Innovations provide firms a 

strategic orientation to overcome the problems they encounter while striving to achieve sustainable 

competitive advantage (e.g. Drucker, 1985; Hitt et al., 2001; Kuratko et al., 2005). Innovation, 

unlike invention, is a lengthy, orderly process that involves a series of coordinated activities, 

beginning with the inception of an idea, to appraisal, to acceptance, to adoption, to diffusion, and 

finally to commercialization. The activities require planning, initiatives, skills, cooperation, 

knowledge, information, and funds (Alsaaty, 2011).    

As Pavitt (1991) points out, innovations are firm specific, highly differentiated, uncertain, 

and involve intensive collaboration amongst professionally and functionally specialized groups. 

The spirit of innovation should be incorporated into the firm’s culture, because the benefits of 
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innovation are immense. Innovation should also be considered a continuous process, and not a 

once-in-a-lifetime-event since it gives company a competitive advantage and profits.  It has to be 

remembered that each success brings imitators, who respond with superior features, lower prices, 

or some new way to draw customers away” (Alsaaty, 2011, p2) hence the need for continuous 

innovation. 

In general, creative efforts of small firms should be directed toward gradual rather than 

radical innovations during the early stage of formation because according to Alsaaty (2011), the 

great majority of small firms are constrained by limited funds, skills, experience, as well as market 

horizon.  The cost of innovation failure, especially for a new product introduction, can be 

prohibitive and demoralizing to the firm. Radical innovations can jeopardize the firm’s success, 

because it will divert critical resources, including management attention, from the more immediate 

and urgent tasks.  Radical innovations usually come about as a result of a lengthy process of 

learning, networking, information gathering, and knowledge creation. Many newly established 

firms are yet to go through the cycle of building organizational creativity, competency, and 

devotion (Alsaaty, 2011, p 7). 

Adams et al (2006) said that the innovation literature is a fragmented corpus, and scholars 

from a diversity of disciplinary backgrounds adopt a variety of ontological and epistemological 

positions to investigate, analyse and report on a phenomenon that is complex and multidimensional 

(Wolfe 1994) and term ‘innovation’ is notoriously ambiguous and lacks either a single definition 

or measure. 

Innovation as a social construct.  Bos-Brouwers (2010) noted that the more than eighty 

years of innovation research led to the conclusion that it is really a social construct. Its meaning 

comes from the thoughts and activities of people and organizations attempting to innovate. Hence, 

innovation may have different meanings given different settings and with different perspectives. 

She further emphasized that such knowledge is important when conducting research, but also when 

trying to stimulate innovation processes in practice. It has commonly been assumed that innovation 

is the main driver for economic growth. Innovation strengthens the competitiveness for countries 

as well as for sectors and individual companies (Porter, 1985). 

Innovation  research.  Innovation research is typically concerned with understanding how 

innovations emerge, develop, grow and are displaced by other innovations (Hockerts, 2003). In 

order for an innovation to be effective, or even successful, it must result in a significant change, 

preferably an improvement in a real product, process or service compared with previous 

achievements (Amabile, 1997; Harper & Becker, 2004). It should contribute to the profitability 

and long term continuity of the firm. It should also lead to quality improvement, increasing 

variation and diversification in products, increased productiveness and a positive influence on 

turnover, profitability and employment (Guinet & Pilat, 1999). Other advantages are protection or 

extension of market shares, improved operational efficiency, improved reputation and cost 

reduction (Abernathy & Clark, 1985; Cooke & Mayes, 1996). There are also non-economic 

arguments for innovation, which focus on a better social and environmental corporate performance 

bringing an improved market position within reach (Elkington, 1997; Larson, 2000). However, the 

newness of the innovation is less relevant than the fact that the ideas, practices or objects are new 

to the operational unit which is adopting them (Bhasrakan, 2006 in Bos-Brouwers, 2010). 

Gunday et al (2011 pp 9-10) believed that innovations can actually enhance the firm 

performance in several aspects and identified four different dimensions of performance such as 

innovative performance, production performance, market performance and financial performance 

to represent firm performance. 
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Innovation has a considerable impact on corporate performance by producing an improved 

market position that conveys competitive advantage and superior performance (Walker, 2004). A 

large number of studies focusing on the innovation-performance relationship provides a positive 

appraisal of higher innovativeness resulting in increased corporate performance (Damanpour and 

Evan, 1984; Damanpour et al., 1989; Deshpande et al., 1993; Dos Santos and Peffers, 1995; 

McGrath et al, 1996; Gao and Fu, 1996; Han et al., 1998; Olson and Schwab, 2000; Hult and 

Ketchen, 2001; Du and Farley, 2001; Calantone et al., 2002; Garg et al., 2003; Wu et al., 2003). 

These researches are generally conceptual in nature and/or focus only on a single type of 

innovation rather than considering all four innovation types already defined, and then explore its 

impact on performance. Process and product innovations are the most common innovation types 

examined. The studies by Marcus (1988), Ittner and Larcker (1997), Whittington et al., (1999), 

Olson and Schwab (2000), Knott  (2001) and Baer and Frese (2003) focus merely on process 

innovations while studies of  Atuahene-Gima (1996), Subramanian and Nilakanta (1996), Han et 

al., (1998) and Li and Atuagene-Gima (2001) report on product innovations. Many of these 

research embrace more or less a positive association between innovations and firm performance, 

but there are also some studies indicating a negative link or no link at all (Capon et al., 1990; 

Chandler and Hanks, 1994, Subramanian and Nilakanta, 1996). 

Therefore, this proposal forwards the proposition 

H1:  There is a positive relationship between innovation and firm performance 

 

Innovation capability 

 

Innovation capability refers to the ability to make major improvements and modifications 

to existing technologies, and to create new technologies. The notion of innovation capability 

applies to process technology, product technology as well as the way in which production is 

organised and managed. Its importance derives from the fact that it is presumed to contribute to 

dynamic competitive advantage of companies since it enhances their capacity to keep up with, 

respond to, and initiate technological change on an ongoing basis. It is crucial in a competitive 

economic environment characterised by fast change (Romijn and Albaladejo, 2002). However, to 

Calantone et al. (2002), claimed there are several definitions of innovation capability, and looked 

at it as the level of organization inventiveness. 

Adequate measurement of innovation capability is difficult since skills and knowledge are 

not directly observable.  Hence, one has to resort to proxies that capture observable qualities that 

reflect them. The best measures relate to the outputs that result from the utilization of a firm's 

capabilities such as its innovation outputs. Input-type proxies such as R&D and training 

expenditure are also popular, but they are better conceived of as learning inputs (i.e. as sources of 

capability). The disadvantage of output-type proxies is that they are hard to quantify. Most studies 

tend to stick to proxies such as incidence of patents or major innovations, but these measures are 

crude, especially when small enterprises are being studied (Romijn and Albaladejo, 2002, p.5). 

Internal sources.  A variety of factors internal and external to the firm may contribute to 

innovation capability. As far as internal factors are concerned, the entrepreneur(s) and workforce 

bring a certain stock of knowledge and skills into the firm, which they obtained through earlier 

experience. Over time, the capability base of the firm is further enhanced through internal learning, 

involving investments in formal R&D, informal experimentation, debugging, making minor 

adaptations to products, processes and organization, in-house staff training, and so on. Aside from 

some limited spontaneous 'learning-by-doing', these learning efforts need resources. This makes 
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them to some extent amenable to observation and measurement, although informal, incremental 

activities tend to be extremely difficult to estimate (Romijn and Albaladejo, 2002). 

  External sources. Interaction with suppliers, customers, public institutions and industry 

associations may provide missing inputs into the learning process which the firm itself cannot 

(easily) provide. Interaction may take place for the purpose of gathering information about 

technologies and markets, and also for obtaining various other inputs to complement the internal 

learning process, such as external staff training, parts and components, consulting services, and 

the like (Romijn and Albaladejo, 2002). 

Hence, this proposal forwards the proposition 

H2a:  There is a positive relationship between internal sources of innovations and firm 

performance 

H2b:  There is a positive relationship between external sources of innovations and firm 

performance 

 

Innovation and performance 

 

Lawson and Samson (2001) studied how to develop innovation capability in organizations 

to increase innovation and performance; they also stated that the capacity of innovators is 

significant in order to attain high and effective performance. Moreover, they stated: “The notion 

of capability is useful to apply to innovation as it is the capability to innovate that creates the 

potential for firm-wide behaviours leading to systematic innovation activities within the firm.” 

They divided innovation capability into seven aspects in order to lead organizations to improve 

and exploit these innovation-capability aspects on both the individual and collective level, and to 

attain sustainable innovation results and higher business performance. Saunila, Pekkola and Ukko 

(2014) examined the relationship between the innovation capability and firm performance of 

SMEs and they also discussed the performance measurement effects on this relationship. The 

authors also divided innovation capability into seven aspects but with different considerations. 

They found that the performance measurement has an important presence in the link between 

innovation capability and firm performance. Saunila (2014) also carried out several studies on, for 

example, the impact of the overall innovation capability aspects on both financial and operational 

performance; she found that the aspects of innovation capability have an influence on financial 

performance more than on operational performance. In another study, she examined the role of 

innovation capability on firm performance in order to illustrate the important aspects of innovation 

capability that directly influence firm performance.   

The past few years has seen a growing interest in both the academic and business 

communities in understanding the relationship between innovation and company performance 

(Bisbe and Otley, 2004 as cited in van Auken et al, 2008). Small firm success and survival is often 

dependent on the degree to which they incorporate innovation into their strategies. Product 

innovation is important to maintain market share, process innovation is important to maintain 

competitive prices level, and managerial innovation is important to maintain a flexible and durable 

organization (Heunks, 1998 as cited in van Auken et al, 2008). 

Despite the weak link they found, Lin and Chen (2007) associated innovations with 

increased firm sales; and they argued that organizational innovations rather than technological 

innovations appeared to be the most vital factor for total sales. On the other hand, Johne and Davies 

(2000) ensured that marketing innovations increase sales by increasing product consumption and 
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yield additional profit to firms. Moreover, Oke (2007) in a recent empirical study on British firms 

showed that different types of innovations were found to be related to innovative performance.  

Innovative performance is the combination of overall organizational achievements as a 

result of renewal and improvement efforts done considering various aspects of firm 

innovativeness, i.e. processes, products, organizational structure, etc. Therefore innovative 

performance is a composite construct (Hagedoorn and Cloodt, 2003) based on various performance 

indicators pertaining, for instance, to the new patents, new product announcements, new projects, 

new processes, and new organizational arrangements. Accordingly, my basic hypothesis on the 

relationship between innovation and innovative performance is as follows  

H3 - Higher levels of innovations are associated with improved innovative performance. 

Gunday et al, 2011 claimed that innovative performance especially in the form of new 

product success is linked in the literature to an increase in sales and market shares, since it 

contributes considerably to the satisfaction of existing customers and gaining of new customers 

(e.g. Pelham, 1997; Wang and Wei, 2005). It is also possible to assert that in addition to new 

product success, success in marketing, process and organizational innovations together lead to a 

general increase in customer satisfaction and direct more customer attention towards the 

innovative firm.   

 

Figure 1. Proposed conceptual framework for evaluating the link between innovation capability 

and performance, adapted from Saunila (2014) 
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Conclusion 

 

The study of innovation capability is an exciting field which has attracted several scholars 

to look at several facets of the topic. Moreover, the interest in innovation has not waned despite 

the long years of multi-disciplinary researches devoted to the topic.  My argument is, as long as 

entrepreneurs, entrepreneurship, innovation, and innovation capability contribute to societal and 

economic development, it would continue to capture the interest of researchers, academicians and 

industry player.   My own interest in innovation capability is spurred largely by the desire to look 

at models which might be of use to nascent entrepreneurs, especially those classified as home-

based or micro entrepreneurs. 

The practical implications of this review involve enhancing the performance of local firms 

by developing their innovation capability. Previous studies on innovation focuses either on 

studying certain aspects of innovation capability, whether internal or external, and its relationship 

with performance. This review examines several aspects of innovation capability while at the same 

time investigating the relationship between each innovation capability aspect and the firm's overall 

performance. 

 

Future Direction 

This review focuses only on innovation capability and its impact to performance as 

measured by the innovation output, marketing and organizational performance.   The author 

believes that future research could investigate the extent to which the process, organization age 

and stage could influence the growth, survival and embeddedness of innovation capability in 

organizations. Further, there could be empirical study done on the effect of embedding such a 

capability on firm performance.  Finally, future research could similarly assess innovation 

orientation and intent and how measure how it affects performance. 
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Abstract 

 

This paper aimed to look into the framework conditions that influence entrepreneurial 

activities in Davao Region. The study was descriptive, correlational and cross-sectional in design 

and applied Multiple Regression Analysis to establish the relationships of BS in Entrepreneurship 

education, societal enhancers and environmental factors to the promotion of entrepreneurship. The 

106 respondents were purposively selected for their active business engagements from the list of 

graduates obtained from five higher educational institutions in the region. 

The respondents were from Batch 2010 to 2015 mostly aged 18 to 30 years old. Top reasons 

for their business endeavors were the development of new products or services, job generation, 

improvement of processes and entry into the international market. Most of the respondents 

experienced failure of business venture and majority of these ventures lasted less than a year. Lack 

of business know-how, insufficiency of funds, lack of business profitability, lack of market 

acceptability and personal reasons that included family concerns were the top five reasons for the 

failure. 

This research established that societal enhancers characterized by social and cultural 

norms, technological readiness and entrepreneurial aspirations were established to significantly 

influence entrepreneurial activities. Based on these findings, the researcher recommended the 

conduct of tracer studies as assessment tools of the curriculum framework of BS in 

Entrepreneurship education and the conduct of a similar research tapping established business 

owners as respondents. 

 

Key Words 

 

Entrepreneurship; SMEs; business education; startups; multiple regression 

 

 

Introduction  

 

The common tao, despite the improved economic rating of the Philippines, have not felt 

any improvement in their lives. They still feel the burden of rising commodity prices, high 

unemployment rate, poorly maintained transportation system, lack of physical infrastructure and 

increasing costs of education, among others.  

Weak governance, corrupt political climate, population growth rate and high 

unemployment rate serve as hindrances to economic growth (USAID/Philippines, 2011). The 

Population Division of the Department of Economic and Social Affairs of the United Nations 

estimated the population at 100,096,496 as of July 1, 2014. This in combination with poor and 

inept governance add to the continuous decline of natural resources. Still, one hopes that an 
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increase in innovative business climate can translate into economic development at the grassroots 

level.  

The value of entrepreneurship especially from MSMEs as a potential impetus for socio-

economic growth has long been recognized. The Department of Trade and Industry in 2012, has 

reported that 99.6% of the total number of registered enterprises in the Philippines are MSMEs 

and that their growth is critical in promoting economic development. This puts the MSMEs as the 

potential driving force “behind a resilient national economy” (Shinozaki, 2012) that can create 

new businesses and new jobs thereby increasing productivity, technological innovation and 

competition (Camposano, 2014).  

In “Graduate Employability in Asia”, the Philippines’ unemployment rate in 2009 of 7.7% 

is second only to Indonesia’s 8.4% (Valenzuela & Mendoza, 2012). Many expected this to be even 

higher primarily because of the change in the definition of “unemployed” adopted by the 

Philippine government in April 2005 that excluded actively seeking workers unable to get a job 

for at least six months and those who were unwilling to find work of any kind. This limitation 

remarkably decreased the number by 50% (IBON, 2009).  

Even the most advanced of economies such as the Lisbon Strategy of the European Council 

(ICF GHK, 2008) has identified the need to create jobs to sustain its economic growth in this 

present global market and created a special group of experts from its member-nations specifically 

to come up with definitive strategic plans. The experts zeroed in integrating entrepreneurship in 

all levels of their educational system to create a knowledge economy with universities playing an 

important role of providing competent, skilled and knowledgeable human resources capable of 

meeting the global market demands (Tan & French-Arnold, 2012).  As a result, global 

competitiveness puts pressure on the educational institutions to review policies, quality, 

accreditation and qualifications (Lam, 2010) while coping with the technological changes in the 

modern environment.  

The BS in Entrepreneurship course program was created to specifically increase business 

activities and subsequently, increase job creation. Socio-cultural influence especially in closely-

knit families can enable entrepreneurship. Worldwide annual survey also emphasizes the 

conditions of environmental infrastructures as important factors too. This research can shed light 

on what can lead to increase in entrepreneurial activities from the perspectives of the BS in 

Entrepreneurship graduates. 

 

 

Method 

 

The research design was descriptive, cross-sectional, and correlational; and used Multiple 

Regression Analysis to measure and interpret the primary quantitative data gathered from the 

survey. The annually conducted GEM Survey became the primary basis of this research. But unlike 

it, the respondents were neither experts in the field nor adults of ages 18 to 64 of the general public, 

but graduates of BS in Entrepreneurship of the Higher Education Institutes (HEIs) in Davao 

Region.  

The CHED Memorandum for BS in Entrepreneurship started in 2005 and total number of 

graduates from the HEIs in Davao Region was estimated with the help of CHED Region XI office. 

The batches from 2010 to the most recent batch in 2015 were estimated to total around 510.  

The researcher asked assistance from the school administrators in tracing these graduates. 

Based on the initial list provided by the universities and colleges, the researcher used purposive 
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sampling and searched social media sites, specifically Twitter and Facebook, to locate these 

graduates. Sent private messages sought participation in the survey and contained a brief 

explanation of the research objectives. The survey were answered through a link to the online 

survey created for this purpose, by scanned email images or by marking a hard copy of the 

questionnaire. Some respondents were traced through a network of friends, family and relatives of 

the researcher and the other respondents.  

The research looked into the relationships of independent variables, BS in 

Entrepreneurship Education, Societal Enhancers and Environmental Factors to Entrepreneurial 

Activities in Davao Region, in terms of job creation, promotion of innovation and in increasing 

competencies of entrepreneurs.  

BS in Entrepreneurship Education considered three indicators - Attitude-Building, 

Pedagogy and Partnerships & Collaboration, as building blocks of a successful implementation of 

the course program. Social & Cultural Norms, Aspirations and Technological Readiness were 

classified as indicators for Societal Enhancers while four indicators of Environmental Factors, 

Financial and Commercial Infrastructures, Legal and Physical Infrastructures. Government 

Policies and R&D Transfer were adopted from GEM. The self-constructed questionnaire was 

aimed at measuring the extent to which the general elements of these three independent variables 

deter or embolden respondents to engage in their own businesses. 

Perception was scored using a five-point Likert scale that ranged from 5 – (SA) Strongly 

Agree; 4 – (A) Agree; 3 – (SWA) Somewhat Agree; 2 – (D) Disagree to  1 – (SD) Strongly 

Disagree.  

An odd-point scale gave the respondents the freedom to choose the middle neutral point 

but at the same time forced the respondents to make a stronger stand of disagreement or agreement. 

The self-constructed questionnaire was validated by the Panel of Examiners and was tested for 

reliability post hoc using Cronbach’s Alpha. Table 3.3 shows the results and reflects a strong 

reliability score of .932.  

 

Table 3.3 Reliability and Scale Statistics 

Cronbach's Alpha N of Items Mean Variance Std. Deviation 

.932 65 240.17 951.933 30.853 

 

The demographic data gathered from the Respondents’ Profile section of the questionnaire 

were analyzed in terms of frequency and percentages. The means of the indicators per variable 

were computed to form a total of four sets of means to represent the independent variables BS in 

Entrepreneurship Education, Societal Enhancers and Environmental Factors and dependent 

variable Entrepreneurial Activities. Multiple Regression Analysis (MRA) was used to test the 

influence and the relationship of the independent variables to the dependent variable and to explain 

the amount of change on the dependent variable on the basis of the amount of change on the 

independent variables to come up with the “best possible fit”.   

Tests on the assumptions of applicability of Multiple Regression Analysis were done first. 

Normality, collinearity, homoscedasticity tests and the sufficiency of observations were 

determined. After which, the Enter method was used to determine which independent variables 

made any significant contributions to the model. The data was split into two and each set was 

processed using MRA enter method. The results were compared with the main MRA results to 

check if the data can be generalized. 
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Results 

 

The research was based on a total of 106 graduates from four out of the five (4 out of 5) 

universities identified by CHED Region XI Office to have produced graduates in the Region.  

 

Respondents’ Profile 

Sixty (60), comprising 57% of the respondents were female, 43 or 41% were male and 

there were three respondents who did not indicate their gender. Most of the respondents came from 

Batch 2014 with the oldest batch from 2010 and the youngest from 2015 while eleven respondents 

did not indicate when they graduated. Table 4.1 shows the breakdown of the respondents by batch.  

 

 

Table 4.1 The Number of Graduates Based on the Year Graduated 

Batch Number Number of Respondents Percentage (%) 

2010 5 4.72 

2011 7 6.60 

2012 8 7.55 

2013 18 16.98 

2014 45 42.45 

2015 12 11.32 

BLANK 11 10.38 

TOTAL 106 100.00 

 

Table 4.2 shows the number of respondents segregated by age. A total of 89 respondents 

were 18 to 25 years old (rows 1 and 2), 10 were aged 26 to 30, two (2) respondents were above 

30 while five respondents left this portion blank.  

 

Table 4.2 Age Range of Respondents 

Age Range Number of Respondents Percentage (%) 

18 to 22 years old 40 37.74 

23 to 25 years old 49 46.23 

26 to 30 years old 10 9.43 

Above 30 years old 2 1.89 

BLANK 5 4.72 

TOTAL 106 100.00 

Table 4.3 shows the proportion of respondents based on their current business engagement. 

A total of 85.85% were actively involved in business either as sole owner, manager or part-owner. 

Fourteen (14) indicated that they were not actively engaged in business at the moment while one 

respondent left this portion blank.  

 

  



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

508 

 

Table 4.3 Engagement in Business of the Respondents 

Business Engagement 
Number of 

Respondents 

Percentage 

(%) 

Total  

Percentage (%) 

Sole owner of a business 20 18.87 

85.85 

Managing their family business 32 30.19 

Part-owner of a business but not involved in 

the operations of the business 
19 17.92 

Employed and in business at the same time 20 18.87 

Others 14 13.21 
14.15 

BLANK 1 0.94 

TOTAL 106 100.00 100.00 

 

Purposive interviews were made on the 14 respondents who chose “Others” in this portion 

(See Table 4.3).  Table 4.4 shows the plans of these 14 respondents with regards to business. 

Thirteen (13) of them (rows 1 and 2) said that they were either employed or studying while 

preparing for their next start-up businesses while one was recovering from an eye surgery but will 

soon be back to help in their family business.  

 

Table 4.4 Plans of the 14 Respondents Currently Not in Business  

Business Plans 
Number of 

Respondents 

Employed and presently working on start-up business within the year 10 

Studying but working on start-up business within this year 3 

On sick leave but was helping family business prior to surgery 1 

A total of 68.87% of those engaged in business got compensation from their 

establishments in the form of a salary, while 19.81% had not received any. See Table 4.5. One of 

the respondents, categorized here as “others”, indicated that it was her mother who managed the 

money from the business while eleven left this question unanswered.  

 

Table 4.5 Respondents’ Compensation from Business  

Category Description 

Number of 

Respondent

s 

Percentag

e (%) 

Total 

Percentage (%) 

has not paid my salary, so far 21 19.81 19.81 

given me salary for the past 3 - 24 

months 48 45.28 

68.87 given me salary for the past 25 - 42 

months  
17 16.04 

given me salary for more than 42 months  8 7.55 

others 1 0.94 0.94 

BLANK 11 10.38 10.38 

TOTAL 106 100.00 100.00 

More than half of the respondents (52.83%) started their businesses in College or right 

after graduation while the rest started some years after graduation. See Table 4.6. The three (3) 
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respondents who chose “Others”, indicated that they were in business for less than a year, while 

the rest left the question blank.  

 
Table 4.6 Respondents’ Years in Business 

Category Number of Respondents Percentage (%) 

Since College or right after graduation 56 52.83 

1 – 2 years after graduation 29 27.36 

3 – 5 years after graduation 7 6.60 

More than 5 years after graduation 1 0.94 

Others 3 2.83 

BLANK 10 9.43 

TOTAL 106 100.00 

Table 4.7 shows that 36.79% of the respondents engaged in business to generate jobs, 

40.57% to develop new product or service and 20.75% would like to develop a new process. Only 

14.15% were interested to enter the international market. The respondents could choose as many 

factors as they deemed fit. 

 

Table 4.7 Motivating Factors for Engaging in Business 

Motivating Factor Number of Respondents Percentage (%) 

To generate jobs 39 36.79 

To develop a new product or service 43 40.57 

To enter the international market 15 14.15 

To develop a new process 22 20.75 

Others 4 3.77 

BLANK 16 15.09 

Table 4.8 shows the number of respondents who failed in business a number of times. 

Seventy-seven (77) of the respondents (refer to rows 2, 3 and 4) experienced failure in business. 

The rest who had not experienced any were mostly involved in established family-owned 

businesses.  

 

Table 4.8 Respondents and Their Failed Business Ventures 

Number of Failed Businesses Number of Respondents Percentage (%) 

Never  29 27.36 

Once  60 56.60 

2 – 3 times 17 16.04 

more than 3 times already 0 0.00 

BLANK 0 0.00 

TOTAL 106 100.00 

 

Table 4.9 shows the estimated time frame when these business ventures failed. Fifty-four 

(54) respondents corresponding to 70.13% indicated that their failed business occurred during the 

first few months from start-up and 21 respondents corresponding to 27.27% indicated that their 

failed businesses lasted for a year or two.  
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Table 4.9 Time Frame of These Failed Business from Start-up 

Time Frame Number of Respondents Percentage (%) 

less than a year  54 70.13 

1 – 2 years  21 27.27 

3 – 5 years  1 1.30 

more than 5 years  1 1.30 

TOTAL  77 100.00 

 

Lack of financial resources, lack of business know-how and lack of business profitability 

were listed as the top reasons why their businesses failed. Table 4.10 shows the reasons for these 

failed business ventures. For this question, the respondents could choose as many reasons as they 

see fit.  

 

Table 4.10 Reasons for Failure in Business 

Reason Number of Respondents Percentage (%) 

Lack of financial resources 34 44.16 

Lack of business know-how 34 44.16 

Lack of business profitability 32 41.56 

Lack of market acceptability 26 33.77 

Personal (including family concerns) 24 31.17 

Insufficient financial control 23 29.87 

Lack of quality suppliers 13 16.88 

Lack of qualified labor force 6 7.79 

Others 6 7.79 
 

 

Discussion 

 

Multiple regression was applied to test the explanatory and predictive power of the three 

independent variables, BS in Entrepreneurship Education, Social Enhancers, and Environmental 

Factors to the dependent variable, Entrepreneurial Activities.  Using Enter Method, collinearity 

test, normality test, homoscedasticity test, and sufficient number of observations were performed 

first before the model was tested for its predictive and explanatory power. The results of multiple 

regression (model summary, ANOVA, and coefficients) were analyzed.   

The collinearity statistics (Table 4.11) showed that there were no Variance Inflation 

Factors (VIF) greater than 5 for model 1 that could indicate a strong presence of collinearity. The 

highest VIF for the model is 1.612 and all tolerance levels showed values greater than .50. 

Tolerance values of .50 or less would be indicative of a multicollinearity issue (Janssens, Wijnen, 

Pelsmacker, &Kenhove, 2008). Thus, the researcher could say that there was no multicollinearity 

issue for this model 1.   
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Table 4.11 Coefficients 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 
t Sig. 

Correlations 
Collinearity 

Statistics 

B 
Std. 

Error 
Beta 

Zero-

order 
Partial Part Tolerance VIF 

1 

(Constant) 1.014 .373  2.716 .008      

BS in 

Entrepreneurship 

Education 

-.009 .067 -.011 -.135 .893 .222 -.013 -

.010 

.812 1.231 

Societal 

Enhancers 

.753 .108 .627 6.952 .000 .662 .567 .515 .673 1.486 

Environmental 

Factors 

.055 .076 .068 .724 .471 .417 .071 .054 .620 1.612 

a. Dependent Variable: Entrepreneurial Activities 

 

On Normality Test, the Kolmogrov-Smirnov and Shapiro-Wilk tests on standardized 

residuals were performed to determine the null hypothesis that there is no normality among the 

observed variables. The results showed (see Table 4.12) that the p values of .200 and .180 for the 

Kolmogorov-Smirnov and Shapiro-Wilk tests, respectively, were not significant. Since these 

values were greater than .05, the null hypothesis that corresponds to a normal distribution of the 

variable was accepted.  

 

  
 Table 4.12 Tests of Normality 

 Kolmogorov-Smirnova Shapiro-Wilk 

Statistic df Sig. Statistic df Sig. 

Standardized Residual .068 106 .200* .983 106 .180 

*. This is a lower bound of the true significance. 

a. Lilliefors Significance Correction 

Moreover, a close fit between the dotted line and the 45-degree curve (see Figure 4.1) was 

necessary to guarantee normality (Janssens, Wijnen, Pelsmacker, &Kenhove, 2008). Thus, the data 

(observed variables) were normally distributed. The normal distribution histogram for the 

dependent variable (See Figure 4.2) also manifested no normality problem. Thus, the data passed 

the normality tests. 
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Figure 4.1 Normal P-Plot for the Dependent Variable, Entrepreneurial Activities 

 
Figure 4.2 Histogram for Dependent Variable, Entrepreneurial Activities 

On Homoscedasticity Test, the ZPRED(X) and ZRESID(Y) were measured on the scatterplot 

to test the presence of a pattern in the graph. The graph (see Figure 4.3) did not show the presence 

of a pattern, thus all the relevant variables in model 1 were parts of the model.  

 
Figure 4.3 Scatterplot of Dependent Variable, Entrepreneurial Activities 
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A simple test was applied to check if there were at least five times as many observations 

per parameter estimated to check on the sufficiency of the number of observations. The 

researcher could say that the number of observations (4 parameters x 5 = 20) were more than 

sufficient since there were 106 respondents. 

 

Multiple Regression Interpretations 

The coefficient of determination (R2) for Model 1 was .441 (see Table 4.12). Its ANOVA 

(see Table 4.13) had an F value of 26.837 (p value =.000) which meant that all the independent 

variables used together in this model as a set were significantly related to the dependent variable. 

It might not have a good practical significance because of its low explanatory value, yet it still 

accounted for 44.1% of the variances. Specifically, Societal Enhancers (beta coefficient of .753, t 

value of 6.952, p value of .000) could explain the variances of 44.1%. See Table 4.11. 

 
Table 4.13 Model Summaryb 

Model R 
R 

Square 

Adjusted 

R Square 

Std. Error of the 

Estimate 

Change Statistics 

Durbin-

Watson 
R 

Square 

Change 

F 

Change 
df1 df2 

Sig. F 

Change 

1 .664a .441 .425 .435532093060264 .441 26.837 3 102 .000 1.668 

a. Predictors: (Constant), Environmental Factors, BS in Entrepreneurship Education, Societal 

Enhancers 

b. Dependent Variable: Entrepreneurial Activities 

 
Table 4.14: ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 

Regression 15.272 3 5.091 26.837 .000b 

Residual 19.348 102 .190   

Total 34.620 105    

a. Dependent Variable: Entrepreneurial Activities 

b. Predictors: (Constant), Environmental Factors, BS in Entrepreneurship Education, 

Societal Enhancers 

 

On the basis of Table 4.11, the regression model was: Entrepreneurial Activities = 

1.014 + .753 Societal Enhancers 
This model implies that for each 1.014 increase in entrepreneurial activities perceived by 

young entrepreneurs, there is a corresponding .753 increase in their perception of societal 

enhancers. This meant that Societal Enhancers were perceived by them to influence entrepreneurial 

activities in Davao Region. Indicators of which were Social and Cultural Norms, Aspirations of 

the respondents and Technological Readiness of the society.  

Social & Cultural Norms included questions about the encouragement offered by family, 

media and community in inspiring them to succeed. This multiple regression model meant that in 

Davao Region, the role of entrepreneurs was considered of importance by society and was given 

ample support by family, media and the community.  

The study on the culture of entrepreneurship (Banzuela-de Ocampo, Bagano, & Tan, 2012) 

demonstrated by our Filipino-Chinese citizens and again by the case study on entrepreneurs of 

Indian descent (Mallya) showed this role of culture in the promotion of entrepreneurship.  
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Entrepreneurs like Brijmohan Lal Munjal invested on relationships with family and community 

members to build his company, the Hero Group. G.D. Birla established the Birla Brothers Ltd. 

armed with generations of business traditions started by his grandfather. Both success stories 

demonstrated the role of social and cultural norms in promoting entrepreneurship.  

The study on the Entrepreneurship graduates of St. Paul University in Manila (Bignotia, 

2014) established that majority of its respondents found the lack of support from family as one 

that could inhibit them from going into business. This was similarly reflected by 31% of the 

research respondents who identified personal including family problems as one of the reasons for 

their failed business ventures (see Table 4.10).  

Technological Readiness, as an indicator, included supply of skilled labor, training on 

technological developments, and venue for sharing of Science-related researches and inventions 

as well as incentives on modern social issues like green technologies. The fact that this indicator 

was seen to be significant was aligned with the respondents’ aspiration to go into business for the 

development of new products or services and for the development of new processes. (See Table 

4.7.) It was also understandable for the respondents to see technological readiness as an 

important element of entrepreneurship since they perceived the lack of quality suppliers, 

qualified labor force and market acceptability as reasons behind their failure of previous business 

engagements. (See Table 4.10.) 

Aspirations focus on the motivating factors and rewards of entrepreneurship in terms of 

work-life balance, providing employment, creating new products and competing in the global 

market.  The significance of aspirations as an indicator could be related to the case study about 

Sikap Buhay on informal women entrepreneurs (Pascual, 2008) that accounted its success to the 

self-confidence gained by the women and to the support that the family members gave them.  

Table 4.15 was lifted from an article from Malawi Medical Journal (Mukaka, 2012) used 

as a guide in the use of correlation coefficient in medical research. This was used to interpret the 

degree of correlation of the variables in this research. 

 

Table 4.15 Guidelines for Interpretation of Correlation Coefficients  

Correlation Coefficient Interpretation 

90 to 1.00 (−.90 to −1.00) Very high positive (negative) correlation 

.70 to .90 (−.70 to −.90) High positive (negative) correlation 

.50 to .70 (−.50 to −.70) Moderate positive (negative) correlation 

.30 to .50 (−.30 to −.50) Low positive (negative) correlation 

.00 to .30 (.00 to −.30) negligible correlation 

Source: Malawi Medical Journal (2012)  

The summary and interpretation of the strength of correlation (Table 4.15) between 

independent variables, and between independent and dependent variables were performed using 

MRA correlations output. The results showed that the independent variables had low or moderate 

positive correlation with each other. On the other hand, the correlations between independent and 

dependent variables showed that variables had either moderate positive or low positive or 

negligible correlation. 
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Table 4.16 Correlations of Variables 

Correlations between Independent Variables Remarks 

1. B.S. in Entrepreneurship Education was weakly correlated 

with Environmental Factors (.420, p value .000) and Societal 

Enhancers (.326, p value .000) 

Null Hypothesis 

rejected 

2. Societal Enhancers was moderately correlated with 

Environmental Factors (.563, p value .000). 

Null Hypothesis 

rejected 
  

Correlations between Independent and Dependent 

Variables 
Remarks 

1. Entrepreneurial Activities was  moderately correlated with 

Social enhancers (.662, p value .000), weakly correlated with 

Environmental Factors (.417, p value .000), and very weakly 

correlated with B.S. in Entrepreneurship Education (.222, p 

value .011) 

Null Hypothesis 

rejected 

 

Based on Split-Samples (Table 4.17), the data were validated for generalization. The 

original data were split into 2 samples using research randomizer software. The data for Split 

Sample 1 and Split Sample 2 when compared with the data on the Main Sample were not vastly 

different. Thus, the data can be generalized across the population. 

 

Table 4.17: Comparison of Main Sample with Split Samples 

Model Component 
Main Sample 

(n=106) 

Split Sample 

1 (n=53) 

Split Sample 

2 (n=53) 

Model 1 (using Enter Method)     

      R2 

      Adjusted R2 

      Standard error of the estimate 

 

.441 

.425 

.435532 

 

.432 

.398 

.463315 

 

.483 

.451 

.406204 

BS in Entrepreneurship Education: 

independent variable 

       Beta Coefficient 

       T Value   

       P Value 

 

 

Not entered 

 

 

Not entered 

 

 

Not entered 

Social Enhancers: independent variable 

       Beta Coefficient 

       T Value   

       P Value 

 

.753 

6.952 

.000 

 

.692 

4.497 

.000 

 

.810 

5.240 

.000 

Environmental Factors: independent 

variable 

       Beta Coefficient 

       T Value   

       P Value 

 

Not entered 

 

Not entered 

 

Not entered 

 

The research has established the profile of Entrepreneurship graduates engaged in business. 

There was a slight difference in the number of female entrepreneurs over male entrepreneurs. 

Majority of them were below 30 years old, failed in business and believed in giving compensation 

for their efforts in their own business.  
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The Multiple Regression Analysis made, resulted into a model that showed that all the 

independent variables, BS in Entrepreneurship Education, Societal Enhancers and Environmental 

Factors, used together in this model as a set, were significantly related to the dependent variable, 

Entrepreneurial Activities. 

Overall, the model’s coefficients of determination (R2) of .441, showed that though the 

independent variable Societal Enhancers lacked the predictive power on the dependent variable, 

Entrepreneurial Activities, still, the result showed that it could explain the outcome on the number 

of jobs, the promotion of innovation and the competencies of entrepreneurship graduates. In the 

field of Social Science, similar numbers could have important implications and, thus, the model 

should not be discarded. 

This researched has established that there is a significant relationship between the three 

independent variables and the dependent variable and that Societal Enhancers significantly 

influence the dependent variable, Entrepreneurial Activities  in the region, thereby establishing 

sufficient reasons not to accept the two null hypotheses. 

 

Conclusion 

 

This research was designed to answer the question, “What can influence entrepreneurial 

activities in Davao Region?”  Although the research did not strongly establish the predictive power 

of Societal Enhancers in creating jobs, increasing innovation and improving competencies, still 

the research was successful in pointing out the important role of these enhancers in establishing a 

conducive entrepreneurial atmosphere within the Region. 

The research sufficiently showed that the indicators of entrepreneurial activities were 

functions of how sectors of society view entrepreneurship in general. A healthy business 

environment requires a collective act from all sectors of society, from enhancers and enablers 

within social groups.  This can indicate that innovative ideas and competency development could 

still emerge even with weak financial and commercial infrastructures, and even in times of war 

and crises. And that a breeding ground for creative ideas can possibly emerge from 

encouragements from immediate social cliques, urging aspirations not only to dream but to 

transform these into realities. This can explain how successful entrepreneurs excel even without 

formal training in entrepreneurship education armed only with the burning aspiration to making 

their vision a reality.  

The research has validated that the social, cultural and political context of a country can 

affect its socioeconomic development. The entrepreneur’s motivation stems out of encouragement 

from family members, circle of friends, support from the government including the media and the 

technological readiness of the society. It has also established that the technological readiness, or 

at least, the perception of it, of the different members of society drive them to entrepreneurship. 

The readiness of workforce, the sufficiency of venue for information interchange and the presence 

of incentive programs for business endeavors add to the total outcome of an enriched 

entrepreneurial environment. 

This research is of great value to family business owners and offers the wisdom behind the 

customary exposure to business establishments of Filipino-Chinese entrepreneurs (Banzuela-de 

Ocampo, Bagano, & Tan, 2012) to develop the right attitude, interest and motivation towards 

entrepreneurship. Succession programs of family enterprises can focus on instilling the right social 

and entrepreneurial values to their family members from childhood. And that a conducive 
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environment of support from family, friends and social groups spell the realization of a succession 

program.  

This research has serious implications to CHED’s Policies, Standards and Guidelines 

(PSGs) of the BS in Entrepreneurship course program. The course program’s elements must be 

examined and evaluated carefully for relevance and applicability to the real world. The assessment 

made on ASEAN’s member countries (ERIA & OECD, 2014) found that the Philippines got the 

highest score in the promotion of entrepreneurial education in comparison to the other member 

countries. It also found that the country still has to work towards its improvement. And if the 

government is serious in seeing entrepreneurship as a driving force of economy then they have to 

take notice and look at the methods on how to translate these educational endeavors towards 

shaping highly-motivated entrepreneurs. The case study conducted by Dela Salle University (Aure, 

Alonday, Kang & Mapue, 2013) can be replicated as it dwelt primarily on the importance of 

motivation building as the anchor towards sustainability of entrepreneurial endeavors.  
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Abstract 

 

Family-owned businesses play a huge role in the global economy. Despite their 

importance, there is still much attention needed to devote for the family firm's unique and complex 

issues.  

Some researchers argue that management succession is probably one of the most critical 

and important issue facing family-owned businesses everywhere. While some studies show that 

business owners are important not only in his ability to take risks, innovate, and create new 

organizations, but also in their ability to leave a successfully operating organization in which the 

function of management can be transferred to other persons.  

The purpose of this paper is to create an integrated theory that would help the common 

person understand the complex and changing relationships between business owners, management 

team, and their families which are often times inextricably linked together. The phenomenon that 

happens to business owners nearing the end of their working lives was inclusive in the discussion.  

A review of related literature was conducted to look into the factors or forces that enable 

business owners to find an identity outside the family-owned business for a graceful retirement 

and paving way for an effective generational transition of management succession. Other relevant 

models on management succession were also presented to highlight the history / background and 

related issues surrounding the topic. 

Central to the review of related literature is Lucio Dana’s descriptive framework, the ‘Push-

Pull Model’ (2005). The model emphasizes the need for pull factors to compliment existing push 

factors for timely voluntary succession of business owners. 

Finally, a proposed conceptual framework was presented by combining the five (5) models 

discussed together with other related literature. Research gaps were cited for each model presented 

and future research could be considered in the following areas: Family values and effects of culture 

on succession for family-owned businesses; Kinship / relationship culture on management 

succession in family-owned businesses; Intra-family relationship to management succession; 

Involvement of non-family members on management succession; and Group dynamics, role of 

gender on succession, and a study on international family-owned businesses. 

 

Key Words 

 

Management Succession; Family-Owned Business; Voluntary Succession; Families; Identity 
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Introduction 

 

Through the course of selecting an interesting topic in writing a review article in the field 

of Business Management, this author scanned for an emerging topic of interest that has been 

widely researched over the past years. 

One topic that stood out among others was the topic of Management Succession in Family-

Owned Businesses. Having been involved in a family-owned business for more than 40 years, this 

author finds the topic one of the greatest challenges of modern day business owners and 

entrepreneurs. 

Davis (1968) stresses that an entrepreneur is important not only in his ability to take risks, 

innovate, and create new organizations, but also in his ability to leave a successfully operating 

organization in which the function of management can be transferred to other persons. Researchers 

have also been interested to question the phenomenon that happens to entrepreneurs nearing the 

end of their working lives (Dyer and Handler, 1994). 

Further observation supporting this phenomenon is the lack of an integrated theory that 

would help the common person understand the complex and changing relationships between 

business owners' / entrepreneurs and their families. Two streams of research have shown how 

entrepreneurs and their families are inextricably linked together (Dyer and Handler, 1994). 

Employing family members is one of the most challenging decisions an entrepreneur can 

make. Some writers (Perrow, 1972; Dyer 1994) argue that hiring family members in a firm is 

contradictory to effective business practices, which could lead to corruption and non-rational 

behavior. 

Whether or not family members could execute or accomplish better performance, the fact 

remains that business owners and entrepreneurs have generally chosen to give employment to 

family members. A range between 80-90% of all firms in the world is classified as family firms 

(Ward, 1987). 

Family-owned businesses play a huge role in the global economy. Despite their 

importance, there is still much attention needed to devote for the family firm's unique and complex 

issues. Management succession is arguably the most critical and important issue facing family-

owned businesses (Ibrahim, Soufani, & Lam, 2001). 

After doing a thorough review of several related literature, this author looks into the factors or 

forces that enable business owners and entrepreneurs for a graceful retirement and thus paving 

way for an effective generational transition of management succession. 

 

Significance of the Review 

 

Family-owned businesses account to 45% of all publicly listed international firms’ 

worldwide (La Porta, Lopez-de-Silanes, & Schleifer, 1999). In the Philippines setting, reports 

show that 99.6% of all businesses are comprised of small to medium enterprises (SME), where 80-

90% is family-owned business (DTI-Philippines 2006).  A Family-Owned Business is defined to 

be those whose business has at least 50% ownership and management within one family, whether 

by blood or marriage (Lee-Chua, 1997).  

From an entrepreneurial perspective, encountering risks and uncertainty in the area of 

management succession has been given much focus and attention over the years. Handler (1994) 

points out that most researchers in the field of family business believe that management succession 

is the most important issue that confronts family-owned businesses. 
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Statistically, 70 percent of family-owned businesses fail to survive transitionally from the 

first to the second generation, and eventually only 10 percent survives to the third generation. 

Moreover, the average lifespan of a family-owned business is only 24 years, which is also the 

average tenure of the founder of the family-owned business (Beckhard and Dyer, 1983a and 

1983b). 

 

Objectives of the Review 

 

  The objective of this review is to examine and analyze the factors or forces that enable 

business owners and entrepreneurs to find an identity outside the family-owned business for a 

graceful retirement and an effective generational transition of management succession. In order to 

understand the impact of management succession on a family-owned business, it is necessary and 

important to identify the different perspectives of the various stakeholders. 

  Central to this review is Lucio Dana’s descriptive framework, the ‘Push-Pull Model’, 

presented at the Many Paths Succession Planning Conference in 2005. The model emphasizes the 

need for pull factors to compliment existing push factors for timely voluntary succession (Dana, 

2005).  

  Other relevant models on management succession for family-owned businesses are also 

presented to highlight the history / background and related issues surrounding the topic. A short 

insight is given by this author after each model to help us understand key outcomes of the review. 

  Finally, a proposed theoretical model will be presented by combining the five (5) models 

discussed together with other related literature. 

 

Review of Related Literature 

 

1. The Three Circle (a.k.a. The Family Firm System) Model 

       For almost three decades, the Three Circle (a.k.a. The Family Firm System) Model has been 

the primary conceptual model of family-owned businesses (Gersick, Lansberg, Desjardins, & 

Dunn, 1999). The figure below (Figure 1) depicts of what is a family-owned business. Although 

only three circles are shown in the figure, it represents four basic constituencies: the Family, the 

Owners, the Managers, and the people external to the firm (Lansberg, 1988). 
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  Each constituency has a tendency to have different goals and expectations from the family-

owned business. Although it is possible for an individual to belong to more than one group at the 

same time, the general view of each constituent can be summarized as follows:  

 

a)  Family Members – view the family-owned business as an identity, heritage, and a     

      source of financial security to satisfy their lifestyle expectations. 

b) Management Members – view the family-owned business as a career or a vehicle 

 for professional development and economic achievement. 

c) Owner Members – view the family-owned business as an investment from which 

 they want to receive a reasonable return. 

 

  The Founder, who we often refer to as the Entrepreneur, is perceived to be the only 

individual who dominates in all three constituencies. Lansberg (1988) cites that the founders / 

entrepreneurs have many good reasons for developing a succession plan but have enumerated ten 

(10) deterrents for this action: 

 

 1. Reluctance to face his own mortality; 

 2. Letting go of their power and control; 

 3. Having a perception of demotion; 

 4. Losing their identity (a disturbing and painful thought); 

 5. Feelings of rivalry and jealousy toward potential successors; 

 6. Difficulty accepting dependence on others; 

 7. Disruption of family harmony; 

 8. Against norms for Western culture; 

 9. Inheritance issues and economic future of family; 

 10. Certain superstitious beliefs; 

 

  Another element in this model (which is included in the Figure) is the Environment forces. 

These forces create barriers to a sound and well planned management succession. Examples of 

these forces typically consist of clients and suppliers who are heavily dependent on the incumbent 

entrepreneur for primary business.        

  The Three Circle Model is a useful model for understanding work dynamics in a family-

owned business, but there remains a gap when using this model during transitional periods of a 

family-owned business. Since this model is static and applies only to a particular point in time, a 

review of another model is fitting. 

 

2. Transition Period Model 

        After some years, the Three Circle Model evolved into a developmental model where three 

subsystems move from one generational stage to another over time (Gersick, et al, 1999). Better 

known as the Transition Period Model (Figure 2), the three stages of the model are the Controlling 

Owner State (1st Generation), Sibling Partnership (2nd Generation), and Cousin Consortium (3rd 

Generation). 
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The Transition Period Model illustrates the importance of transition periods between 

stages where it occurs at a particular time and normally follows a particular outcome. This model 

becomes very useful if the transition periods are managed effectively, resulting into increase 

chances of management succession. 

Interestingly, the model suggests that there are six distinct components of transitions 

(including three sequential tasks – items #3-5): 

1. The Continuous Accumulation of Developmental Pressures – may include 

temporal (e.g. aging process or psychological and family changes) and 

environmental pressures (e.g. economic or political changes); 

2. The Trigger – the event that starts the action. May include temporal (e.g. 

mandatory retirement age or trusts/legal enactment dates) o environmental 

 triggers (e.g. economic, political, or unanticipated events like disability, 

death, etc.); 

3. Disengaging – often symbolized by an external announcement for a 

 retirement or career advancement of the successor. 

4. Exploring alternatives – regarded as the most important leadership challenge for 

transitions; 
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5. Choosing – only one alternative must be selected and the rest disregarded; 

6. Commitment to the New Structure – the stage where the family-owned business 

formally declares itself ready for the change and implementation of new policies; 

 

This model is very useful in explaining how management succession evolves over time. 

However, despite the identification of the transition periods and the components of the 

transitions, there is still the need to identify the factors or forces that will trigger the decision to 

effect management succession to the next generation. Let us now take a look at the next model. 

 

3. Dana’s Push-Pull Model 

  Much prominence has been earned by this model for attempting to explain the issues 

involving generational management succession for family-owned businesses. Dana (2005), a 

family business adviser, popularized the ‘Push-Pull’ concept from his observations and 

experiences of his clients. The concept had its humble beginnings from the work of Cohn (1992) 

in the context of family business succession. 

  The ‘Push-Pull’ model defines ‘Push’ forces as those that act to persuade or compel the 

incumbent entrepreneur to ‘let go’ of both management and ownership control to their next 

successors. These Push forces normally emanate primarily from potential successors, family 

members, employees, or even third party advisers (e.g. accountants, lawyers, and bankers).   

  Push forces must be applied at the right time when the incumbent entrepreneur is ‘ready’, 

or when he has someplace to go, otherwise resistance or even counter offensive actions from the 

incumbent entrepreneur can ensue. 

  On the other hand, ‘Pull’ forces are defined as those that act to draw the incumbent 

entrepreneur away from their business as their primary interest and activity. This will hopefully 

start a new phase in their lives by their own choice and will. These can include a hobby or interest, 

spending more time with their loved ones, a desire to travel or write a book, serve a church or a 

community, or do something that they never had the opportunity, time, or finances in the past. 

  Dana (2005) emphasizes that push factors or forces are not enough to produce the desired 

results. Pull forces, with added emphasis, must be applied simultaneously to complement the push 

forces to enable entrepreneurial management succession to take place. 

  Furthermore, Galura (2006) views family succession planning as a process and not as an 

event which normally takes five years to build. Furthermore, there are no quick fixes for successful 

retirement or management succession of family-owned businesses. The task would be much easier 

if all the stakeholders will contribute one way or the other. Finally, incumbent entrepreneurs should 

make their potential successors exposed to the positive sides of the business. This exercise will 

allow the potential successors be part of the change in the future. 

  Since majority of entrepreneurs see no difference between semi-retirement and retirement, 

entrepreneurs should see termination of work as a chance to look at other things (Galura 2006). 

There is a need for the incumbent entrepreneur to obtain other interest outside the family-owned 

business. If his identity will no longer be connected to the family-owned business, then it will be 

much easier for management succession to take place. 
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  A Push-Pull Model Outcome table (Table 1) is summarized below. When such model is 

applied, results will be one of any three possible outcomes: 

 

Table: 1 Dana's Push-Pull Model Outcomes 

 

      

  Based on the table above, a Stalemate (Outcome 1) transpires when only Push factors are 

present on the incumbent entrepreneur while having no pull factors. There would be little or even 

no effect and a possibility of considerable and sustained resistance from the incumbent 

entrepreneur. Delays, indecision, frustration, and even possible conflicts may arise. 

  The Drag Effect (Outcome 2) happens if the opposite is applied, that is if only Pull factors 

are present. Minimal movement transpires in the short to medium term. A vacuum is produced and 

the process is likewise delayed. 

  The Smooth and Voluntary Succession (Outcome 3) is met if a combination of both Pull 

and Push forces are implemented. Succession and retirement of incumbent entrepreneur takes 

place. The complementary forces of both Push and Pull forces generate the desired outcome. 

  Perryer and Te (2010) who cited Dana's Push-Pull Model, identified three influencing 

factors why incumbent entrepreneurs refuse to separate from a family-owned business. First is the 

fear of losing power. Second is that they find no meaningful life outside the family-owned business 

(all or nothing proposition). Third is the issue of financial independence after retirement. 

  The Push-Pull Model attempts to encourage those involved in succession planning to be 

conscious that the existence of Pull forces brings benefit to the process and assists incumbent 

entrepreneurs of identifying or creating other relevant Pull forces. 

  One observation on Dana’s Push-Pull Model is that it also talks about both management 

and ownership succession. Although management and ownership are not always the same, they 

are intertwined in most cases. “The two are not always the same, and decisions can be fraught 

with emotion and tension according to financial advisers and private bankers.” (Kolesnikov-

Jessop, 2013, page 4).  

OUTCOME EFFECTS PARTICULARS 

First Stalemate There are stronger push factors acting on the 

incumbent and pull factors are not present. As 

a result there is considerable and sustained 

resistance to succession. Thus little or no 

movement at succession results which causes 

delays, indecision, frustrations and possible 

conflict. 

Second Drag Effect Occurs when only pull factors are present and 

the result is little or no movement in the short 

to medium term. 

Third Smooth & Succession  A combination of both pull and push forces 

are in play. The complementary forces would 

have to act on an incumbent to generate the 

requisite momentum for succession and 

retirement to take place. The absence of either 

one leads to the incumbent's hesitation in fully 

letting go.  
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  A caveat also on the use of Dana’s Push-Pull Model specifies that what is considered a 

Push or a Pull force is dependent on viewers’ perspectives and circumstances since one can 

perceive the different forces in different ways. It is therefore important to define and classify each 

force or factor to avoid ambiguity. 

 

4.  A Model of Resistance to Succession in the Family Business 

  Handler and Kram (1988) suggest that resistance to management succession is a complex 

phenomenon reinforced by different factors not only to individuals, but on the group, 

organizational, and environmental levels. 

  This Model is a detailed summary of resistance factors that contribute to the success or 

failure of management succession in family-owned businesses. A Model of Resistance to 

Succession in the Family Business is shown below on Figure 3. 
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  On a pragmatic level, the forces stated on this model are only starting points for intervening 

effectively on family-owned businesses that are facing management succession. So the purpose of 

this framework will be useful in studying a situation of resistance to management succession.    

  This model classifies itself into four different levels of resistance to management 

succession in family-owned businesses as follows: 

 

1. The Individual Level - perhaps the most compelling influences are those 

interactions     between individual characteristics and other situational variables 

(e.g. aging issues, health problems, and even death). Under this level, sub-items 

stated such as health, interests, identities, control, self-learning, etc. could either 

be viewed as factors promoting or reducing resistance to management succession. 

2. The Interpersonal and Group Level - this level aims to reveal or expose the extent 

and nature of resistance between the family, business, and the incumbent 

entrepreneur. Dyer (1986) suggests that open communication and trust within 

family and the business increase the likelihood that management succession issues 

will be openly discussed. Factors on this sub-item such as communication, trust, 

capabilities, training, balance of power, and conflicts are popular issues in this 

level. 

3. The Organizational Level - certain characteristics within the family-owned 

business, especially sub-items like culture, values, growth, and structure, will 

have an impact and influence on resistance to management succession. If the 

incumbent entrepreneur can give clearly defined areas of responsibilities to 

others, management succession will have a better chance especially if the 

incumbent entrepreneur finds delegating his powers effective. 

4. The Environment Level - certain environmental factors can influence the 

resistance to management succession. Good examples of sub-item factors on this 

level are resource scarcity, political uncertainty, economic depression, etc. 

Included in this level are the educational and professional requisites of the 

management successors. If the issue is minimal, resistance to management 

succession will be reduced. 

       

  It should be noted that the above levels are not independent of each other. Although no 

connections on the factors are explicitly shown, there is a connection within and between the 

levels. For example, a health problem of the incumbent entrepreneur can encourage an honest and 

informed communication within the Interpersonal Group Level. On the other hand, problematic 

environments like an economic recession could induce family conflicts or issues also within the 

Interpersonal Group. 

  This model is useful in identifying factors that promote or reduce resistance in 

entrepreneurial management succession for family-owned businesses. Despite being a 

comprehensive model with a diagnostic framework, there is still a need for more research to be 

undertaken to be able to chart the maximum coverage and possible outcomes of the 

interconnections. 
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5. The Succession Process Model: Mutual Role Adjustment Between Predecessor and Next-

Generation Family Member(s) 

  Handler (1990) presents an entrepreneurial succession model emphasizing a process of 

mutual role adjustment between the entrepreneurial founder and the next-generation family 

member(s). The model (Figure 4 below) reveals a parallel process of next-generation family 

member(s) showing increasing involvement in the business through time while, during almost the 

same period, the entrepreneurial founder showing decreasing involvement in the business. 

  The figure illustrates how the entrepreneurial founder moves from sole operator (often also 

as sole family member of the business) and eventually a monarch (having supreme power over 

others), to overseer/delegator, and finally a consultant who eventually disconnects or retires from 

the business. On the bottom of the figure shows the next-generation family member(s) who 

oppositely moves from "no role" (or undefined role), to helper, manager, and finally to leader or 

chief decision maker. 

  While some entrepreneurs never leave the monarch stage, there are also cases where family 

members never move beyond the helper or manager level because of the restriction of the 

entrepreneur founder to authorize increased power. The model also suggests that once the 

succession process begins (either intentionally or unintentionally, i.e. founder's death or disability) 

many possible family dynamics can occur. 

 

 

 

 

 

 

 

        

 

 

 

 

 

 

 

 

  The above model also presents an overview on the previous research undertaken pertaining 

to relationships between business owners / entrepreneurs and their respective families and how it 

affects succession. However, this model poses questions on the dynamics of succession such as 

successor training, entrepreneur founder-successor relationships, and factors promoting or 

reducing resistance to succession. 

  It is also important to determine how the role of the family can shape the career of the 

entrepreneur. But given the uniqueness and peculiarity of an entrepreneurial founder, its family 

members, and the family-owned business, a more comprehensive model is desired. 
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6. Other Related Literature 

 

  Shane (2003) mentions that the first operational measure of entrepreneurial performance is 

survival. Survival is defined as the continuation of the entrepreneurial effort. This phenomenon of 

survival is crucial and significant because very few entrepreneurial efforts survive. Kirchhoff 

(1994) estimates that 88% of entrepreneurs fail to survive within 19 years of its operation.          

  Entrepreneurship comprises of activities that includes the discovery, evaluation and 

exploitation of opportunities through organizing efforts that previously did not exist 

(Venkataraman, 1997; Shane and Venkataraman, 2000). Managing uncertainties are also 

fundamental to entrepreneurial existence (Shane 2003). 

  A closer look on the dynamics of an entrepreneurial career from entry to exit reveals that 

there are several phases within that period where family relationships can affect their careers 

(Dyer, 1992). The career nexuses identified are points in time where family and entrepreneurial 

dynamics cross each other. 

  One of the most influential and formative origin of personality is the important role played 

by the family of the business owner / entrepreneur. A psychoanalytic model of entrepreneurship is 

presented by Bird (1989) in Table 2. 

  The model illustrates how early childhood creates an entrepreneurial individual from a 

psychoanalytic perspective. Collins and Moore (1964) cited that the childhood of the entrepreneurs 

they investigated was burdened with poverty, insecurity, and neglect where the father oftentimes 

was away from home. 

  Other than the psychodynamic aspects, other perspectives from the family could also 

influence entrepreneurial behavior. One area suggests how parental role models seem to encourage 

entrepreneurial behavior (Roberts and Wainer, 1968; Ronstadt (1984); and Dyer (1992). 

            The psychosocial dynamics comes into play when the entrepreneurial founder finds it 

difficult to accept to transfer management (and sometimes ownership) to the next generation, 

According to Sonnenfeld (1988) and further concurred by Doud and Hausner (2000), there are 

four (4) departure styles frequently displayed by entrepreneurial founders, as described in Table 3 

below. 

  Table 3 delineates the different departure styles of previous and existing entrepreneurial 

founders. This author finds it important to cite the different departure styles to be able to better 

understand the complexities involved in entrepreneurial and family-owned management 

succession. The entrepreneurial need for power (Lee-Chua, 1997) and control appear to be in direct 

conflict with succession planning. 
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Proposed Theoretical Model 

 

  After doing a thorough review of related literature on Entrepreneurial Management 

Succession for Family-Owned Businesses, this author sought to identify and include the most 

relevant and significant research related to the topic. The review was intended to evaluate the 

previous researches already undertaken on this topic and present a proposed theoretical model by 

combining the five (5) models presented together with other related literature. This author presents 

the model (see Figure 5) to better understand the overall dimensions of an effective generational 

transition of entrepreneurial management succession for family-owned businesses. 

  A limited page summary of each of the five (5) models and other related literature were 

outlined separately with its corresponding boundaries and intersections in the field of 

entrepreneurial management succession. Such figures and tables provided a reasonable amount of 

summary to hopefully capture the interest of scholars in the field of Business Management and in 

the area of Entrepreneurship. 

  After establishing what research has been published in the field of entrepreneurial and 

family-owned management succession, this author was able to broaden and deepen its knowledge 

on the subject. It also helped clarify the research question on the factors or forces that enable 

entrepreneurs to find an identity outside the family-owned business for a graceful retirement and 

an effective generational transition of management succession. 

  Using the dominant research method of deductive approach, this author used the review of 

related literature to develop a theoretical framework for possible testing of data in future research. 

This will hopefully explain the causal relationships between the several variables discussed in the 

review. 
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  The psychoanalytic model and psychosocial dynamics in an entrepreneur's family of 

origins would be an interesting research on how one's personality can affect the discovery, 

evaluation, and exploitation of opportunities during the entrepreneur's career. These would 

compliment Shane's (2003) psychological factors such as aspects of personality and motives, core 

self-evaluation, and cognitive characteristics. 

  Despite countless accounts of an entrepreneurial founder's reluctance to give up his power 

and position, a continuous accumulation of developmental pressures will necessitate the 

entrepreneur to ponder on the issue of management succession. 

  The proposed theoretical model encourages a smooth flow chart of how entrepreneurial 

stages would shift from a particular model to the next. Any situation prompting to stall along the 

flow chart would be deemed to prospect an unsuccessful entrepreneurial or family-owned 

management succession. 

  However, it is important to note that the proposed theoretical model does not suggest that 

certain models cannot be bypassed. Depending on the situation, entrepreneurial management 

succession initiatives will be triggered within the Transition Period Model towards Generational 

Entrepreneurial Management Succession. 

 

 

Figure 5: PROPOSED THEORETICAL MODEL OF ENTREPRENEURIAL 

MANAGEMENT SUCCESSION FOR FAMILY-OWNED BUSINESSES: 
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Conclusion 

 

  The review process and development of a proposed conceptual framework was very 

entertaining and engaging, perhaps because of the applicability of the topic to this author's 

background. 

  During the process, this author was able to examine and analyze the different factors or 

forces that enable incumbent entrepreneurs to discover an identity outside the family-owned 

business to pave way for a graceful retirement and an effective generational transition of 

management succession.  

  The five (5) models helped us understand the recurring and often cited issue of 

entrepreneurial and family-owned business management succession. Although the intention of the 

review was to look at each model with uniqueness, the topics of entrepreneurship and family were 

often times interconnected and even intersected. 

  Insights of certain gaps were cited on each model. However, Dana's Push-Pull Model was 

the model that was able to bridge the different backgrounds and approaches of the other four 

models, particularly in the 'action' plan of how to generate the momentum for retirement of 

incumbent entrepreneurs and business owners. 

 

Research Directions 

 

  Despite the number of research progress achieved in the past 60 years in the field of family-

owned businesses and the important issue of management succession, there remain to be gaps to 

be filled for future conceptual and empirical efforts.  

  Even beyond the gaps cited for each model presented, it might be interesting for future 

research to include the areas on the following: 

1. Family values and effects of culture on succession for family-owned businesses 

(Howorth  & Ali, 2001). 

2. Kinship/relationship culture on management succession in family-owned (Afghan, 

2011). 

3. Intra-family relationship to management succession (Chaimahawong & 

Sakulsriprasert,  2012). 

4. Involvement of non-family members on management succession (Schwendinger, 

2010). 

5. Group dynamics, role of gender on succession, and a study on international family-

owned       businesses. 

       Hopefully, this review and proposed conceptual framework would inspire and encourage 

potential writers and contributors to create a blueprint for further research on this topic in the 

future. 
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Abstract 

 

This study presents findings on consumer behavior among millennials in the Philippines 

regarding online impulse purchase behaviors. The rapid growth in information technology has 

evidently influenced the landscape of consumer behavior in the Philippines despite infrastructure 

constraints. Filipino consumers’ buying patterns had diversified through an increased accessibility 

to products and services with online options.  

The research presented Filipino Millennials as online impulse buyers in four scales: 

Consumer Impulsiveness Scale, Optimum Stimulation Level Scale, Self-monitoring Scale, and 

Level of Impulsiveness in Purchase Decision Scale in the local setting. Participants were 

millennials aged 19 to 35 years old; student, employed or unemployed; single or married. These 

Millennials are social media users (i.e Instagram, Facebook); they subscribe and receive 

promotional emails from different brands and individuals. They have tried buying online using 

credit card, debit card or cash-on-delivery basis. 

The result showed that Filipino Millennials are not impulsive buyers when it comes to 

shopping online. There are key barriers identified to encourage more incidence of online impulse 

purchase such as perception on security vulnerabilities and the abundance of options through other 

traditional retail channels. 

 

Key Words 

 

Online shopping; Millennials; Online retailing 

 

 

Introduction 

 

        The increasing amount of spending in today’s society has created a new lifestyle that has 

been integrated and accepted among consumers. Owning items has become an expression of self-

identity for a lot of consumers which has helped to increase shopping as a lifestyle (Dittamar, 

Beattie &Friese, 1996). A change in society is also shown in the decreasing amount of free time 

outside of work. Consumers spend less time planning before shopping but with the attitude of a 

lifestyle shopper and an increased income by which consumers are encouraged to buy more, 

impulse buying increases (Williams et al, 1972). 

According to Beatty & Ferrell (1998), impulse buying is defined as the sudden and 

immediate purchase with no pre-shopping intentions either to buy the specific product category or 

to fulfill a specific buying task, and with little or no deliberation or consideration of available 

alternatives. Impulse buying has become a more regular occurrence in today’s society because of 

how shopping is more blended with regular life (Dittamar et al. 1996). 

mailto:Jose.Luis.Legaspi@dlsu.edu.ph
mailto:Ireene.Leoncio@dlsu.edu.ph
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Over the years, Internet has become an integral part in the daily lives of people both in the 

workplace and at home. The rapid growth in information technology has evidently influenced the 

landscape of consumer behavior. The online retailing that is available 24/7 has brought about an 

increase in impulse buying. Impulse buying is now considered as s phenomenon.  

With the Internet, consumers’ buying opportunities have expanded through an increased 

accessibility to products and services and the increased ease to make purchases. Moreover, this 

new mode of shopping promotes convenience than traditional in-store buying (Eroglu, Machleit,   

Davis, 2001). Its potential to compete with traditional retailing is hard to ignore.  

With online retail sales steadily increasing, and projected to continue doing so, companies 

are trying to capitalize on the convenience of online shopping by incorporating strategies to 

encourage impulse purchases. With the continual evolution of technology and increased 

experience in online marketing, websites have become very innovative in encouraging impulse 

buying.  

According to Crafts (2012), technology does not create impulse buyers; rather, it gives 

impulsive consumers more resources to shop and the easier access to complete transactions in a 

short amount of time, making purchases truly a reaction to an impulse.  

However, online impulse purchase behaviors have been seldom investigated here in the 

Philippines. This topic has interested foreign researchers as well as retailers but only a few local 

studies have tapped on this. Therefore, this study will greatly enrich our knowledge of this essential 

element on consumer behavior among millennials. 

 

Conceptual Framework 

 
This research introduces a conceptual framework by researchers Sharma, Sivakumaran& 

Marshall in their first study about “Impulse buying and variety seeking: A trait-correlates 

perspective” last 2010 which was updated during their second study last 2014 “Exploring impulse 

buying in services: toward an integrative framework“. The framework consists of several 

individual and situational variables influencing impulse buying and variety seeking to have deeper 

understanding of these behaviors by the help of these three relevant consumer traits: Consumer 

Impulsiveness (CI), Self-monitoring (SM) and Optimum Stimulation Level (OSL). 
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Statement of the Problem 

 

The research seeks to know and understand if Filipino Millennials are online impulse 

buyers and if the four scales: Consumer Impulsiveness Scale (CIS), Optimum Stimulation Level 

Scale (OSLS), Self-monitoring Scale (SMS), and Level of Impulsiveness in Purchase Decision 

Scale (IBS) are reliable in the local setting. 

 

Hypothesis 

 

1. CI has a negative effect on the level of impulsiveness in purchase decision. 

2. OSL has a negative effect on the level of impulsiveness in purchase decision. 

3. SM has a positive effect on the level of impulsiveness in purchase decision. 

 

Assumption of the Study 

 

One of the largest generations in history is about to move into its prime spending years. 

Millenials are poised to reshape the economy; their unique experiences will change the ways we 

buy and sell, forcing companies to examine how they do business for decades to come. 

This study is conducted based on the following assumptions: 

1)      That the Filipino Millennials are online impulse buyers. 

2)      That the respondents can understand the questions. 

3)      That the scales are reliable in the local setting. 

 

 

Scope and Limitation of the Study 

 

Demographics: 

Participants were millennials aged 19 to 35 years old; student, employed or unemployed; 

single or married.  

Psychographics: 

These Millennials are social media users (i.e Instagram, Facebook). Subscribes and 

receives promotional emails from different brands, and individuals who have tried buying online 

using credit card, debit card or cash-on-delivery basis.  
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Sample of Target Respondents: 
 

Tracy Fred Regine Anton 

Age 21 yrs. old 19 yrs. old 25 yrs. old 30 yrs. old 

Civil Status Single Single Married Married 

School University of 

the Philippines 

De La Salle 

University 

De La Salle 

University 

University of Sto. 

Tomas 

Monthly 

allowance 

(personal) 

Php 4,000 Php 6,000 Php 8,000 Php 7,000 

Social media 

accounts 

Instagram, 

Facebook, 

Twitter 

Instagram, 

Facebook, 

Twitter 

Instagram, 

Facebook, 

Twitter, LinkedIn 

Instagram, 

Facebook, 

Twitter, LinkedIn 

No. of hours 

checking social 

media accounts 

6hrs 5hrs. 5hrs. 4hrs. 

Source of income Allowance Allowance Salary Salary 

Cards owned Debit card Credit card, 

debit card 

Credit card, debit 

card 

Credit card, debit 

card 

 

 

Definition of Terms 

 

 Consumer impulsiveness - a relatively stable consumer trait associated with impulsive 

behaviors such as impulse buying, smoking, overeating, drinking, and overspending 

(Sharma et al., 2011). 

 Impulse buying - spur of the moment, unplanned decision to buy, made just before a 

purchase. 

 Millennial – people who are born between 1981 to 1997. 

 Online shopping - the act of purchasing products or services over the Internet. 

 Optimum stimulation level - a property that characterizes individuals in terms of their 

general response to environmental stimuli (Raju, 1980). 

 Self-monitoring - the tendency to modify or adapt one’s behavior in response to others’ 

presence or behavior (Snyder, 1987). 

 

  

http://www.businessdictionary.com/definition/decision.html
http://www.businessdictionary.com/definition/buy.html
http://www.businessdictionary.com/definition/act.html
http://www.businessdictionary.com/definition/product.html
http://www.businessdictionary.com/definition/services.html
http://www.businessdictionary.com/definition/internet.html
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Review of Related Literature 

 

Consumer Traits 

Consumer Impulsiveness 

Impulsivity is often defined as an irresistible urge that coincides with a lack of concern for 

objective reasoning (Bellman, 2012). It is a fundamental part of human nature. 

According to Rook, Impulsive buying behavior, which means a consumer experiences a 

sudden, often powerful, and persistent urge to buy something immediately, is the main focus of 

research on consumer behavior and marketing activities, In the succeeding paragraph Li and Jing 

(2014), have said that Scholars first paid attention to consumer impulse buying 60 years ago when 

they focused on the definition of impulsive buying behavior (Li, 2015) 

 According to Inman & Winer (1998), 59% of purchases are influenced by impulse buying. 

This increasing unplanned chase sale is a significant topic to look into by marketing researchers 

and retailers. Additionally, extreme impulse buying, sometimes referred to as compulsive buying, 

can result in severe financial consequences for some individuals. However, extreme impulsive 

buying can cause extreme consequences that can be seen throughout the media.(Bellman, 2012) 

Since the 1990s, researchers have begun to study the factors influencing consumer impulse 

buying and classified them into the following three categories: external environmental stimulation, 

personality traits, and situational factors (e.g., time pressure) (Dholakia, 2000) 

 In Lehtonen & Maenpaa 1997, shopping is a satisfying activity. It does not necessarily 

purchasing at all but when consumers encounter something interesting they act impulsively. This 

contrasts from the usual view that shopping is an essential, a rational, task-oriented activity which 

is directed towards satisfying a functional need - making planned purchases. To date, shopping 

related activities are considered as leisure and purchasing which is not necessarily the main focus 

(e.g. Lehtonen&Mäenpää, 1997; Mäenpää, 2005, 209 231). As a result, the more time the 

consumers are exposed in shopping environments, the more likely they make more impulsive 

purchases (Mesiranta, 2009). 

  It has even been argued that discretionary unplanned buying, a form of impulsive buying 

behavior, has become part of the core meaning of consumer society today (Wood, 2005). If people 

goes to stores to get only what they need, there will a great deflation in the economy (Paco 

Underhill, 1999). Impulsive purchasing is, indeed, also an important source of revenue for 

retailing. As retailers in traditional brick-and-mortar stores have realized the importance of the 

phenomenon, they have developed strategies to encourage their customers to make more impulsive 

purchases, for example through in-store promotions, store packaging, and store layouts (Dholakia, 

2000). 

As mentioned in Kacen & Lee (2002), previous research conducted in the United States 

and Great Britain (individualist cultures) has shown that many factors influence impulsive buying 

behavior: the consumer’s mood or emotional state (Donovan, Rossiter, Marcoolyn, &Nesdale, 

1994; Rook, 1987; Rook & Gardner, 1993: Wein- berg &Gottwald, 1982), trait buying 

impulsiveness (Puri, 1996; Rook & Fisher, 1995; Weun, Jones, & Beatty, 1998), normative 

evaluation of the appropriateness of engaging in impulse buying (Rook & Fisher, 1995), self-

identity (Dittmar et al., 1995), and demographic factors, such as age (e.g., Bellenger, Robertson, 

& Hirschman, 1978; Wood, 1998).  
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Optimum Stimulation Level 

According to researchers Hebb & Leuba in (1955), the concept of Optimum Stimulation 

Level was introduced simultaneously in psychology literature. They argued in their studies that 

every organism whether animal or human being prefers certain stimulation which is known as its 

Optimum Stimulation level. While for McReynolds in 1971 individual behaviour is influenced by 

the intrinsically motivated desire to accomplish a specific level of stimulation, termed the 

‘optimum stimulation level.’ OSL is a personality trait referring to the amount of stimulation 

individuals prefer in life (Sapra & Mor, 2012) 

Optimum stimulation level is a property that characterizes individuals in terms of their 

general response to environmental stimuli (Raju 1980). Specifically, all human beings prefer an 

optimum level of stimulation, so as to try to increase stimulation when the environmental 

stimulation is below the optimum level and reduce it when it is above the optimum level. Hence, 

compared to individuals with low OSL, those with higher OSL are chronically lower in their 

arousal level, and this makes them indulge in sensation-seeking activities to achieve their desired 

(optimum) stimulation level (Steenkamp and Baumgartner 1992). Prior research associates OSL 

with risk taking and exploratory behaviors (Baumgartner and Steenkamp 1996), brand switching 

(Van Trijp et al. 1996), new product adoption (Mittelstaedt et al. 1976), and even impulse buying 

behavior (Sharma et al. 2010b), which are all inherently risky behaviors because of the uncertainty 

surrounding a new product or brand or an unplanned purchase. However, consumers with high 

OSL levels do not mind taking this risk; rather, they feed on this risk and hence may be more likely 

to indulge in such behaviors. 

 

Self-Monitoring 

 Self-monitoring can be defined as a fundamental behavioural self-control skill related to 

monitoring positively valued behaviours that one is encouraged to increase, and negatively valued 

behaviours that one is encouraged to decrease (Piwek, Joinson, & Morvan, 2015) 

Self-monitoring is defined as the tendency to modify or adapt one’s behavior in response 

to others’ presence or behavior (Snyder 1987). High self-monitors are willing to adapt their 

behavior to enact clearly defined roles appropriate to different situations; low self-monitors are 

less willing to put on a show to please those around them, preferring instead to be true to their own 

attitudes and values across different situations (Snyder 1987). These different orientations lead 

low and high self-monitors to exhibit different behaviors. For example, high self-monitors seek 

more variety in public (vs. private), in order to depict themselves as interesting and creative people 

(Ratner & Kahn 2002). High self-monitors also have a greater desire to appear rational when they 

feel that their decisions may come under scrutiny by others because they consider themselves as 

more accountable for their decisions under such circumstances (Lerner &Tetlock 1999). High self-

monitors may also exercise greater control on their impulsive urges and indulge in less impulse 

buying, compared to low self-monitors (Luo 2005; Sharma et al. 2010b). 
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Impulsive Behavior 

According to Aruna&Santhi (2015) impulse buying is relatively extraordinary and 

exciting, emotional rather than rational, and likes to be perceived as bad rather than good. It might 

also be assumed that no pre-purchase stages would be relevant with this (Bayley&Nancarrow, 

1998) and impulse buying is an irrational process in which the urge to gratify an impulse triumphs 

over the rational parts of the mind (Rook, 1987). 

 Impulse purchase or an unplanned decision to buy a product or service made just before a 

purchase or on the spot purchase is triggered by stimulus. Marketers and retailers tend to exploit 

these impulses which are tied to the basic want for instant gratification (Aruna&Santhi, 2015) 

Based on the research of Li (2015) Scholars first paid attention to consumer impulse buying 

60 years ago when they focused on the definition of impulsive buying behavior (Li & Jing, 2014). 

Since the 1990s, researchers have begun to study the factors influencing consumer impulse buying 

and classified them into the following three categories: external environmental stimulation, 

personality traits, and situational factors (e.g., time pressure; Dholakia, 2000). 

 

Online Shopping 

Local 

As reported by Philippine Daily Inquirer’s Pedroso (July 2015), MasterCard’s study found 

that Filipinos turn to the Internet to purchase the following: Airline tickets (38.4 percent), home 

appliances and electronic products (35.1 percent), clothing and accessories (31 percent), hotels 

(29.9 percent) and computer software (29.4 percent). 

Meanwhile, sites of apps stores (50.1 percent), music downloads (42.6 percent) and home 

appliances/electronic products (38.2 percent) draw the most web traffic, the study also showed. 

Why do Filipinos go online to shop? Ease and convenience are the most cited reasons. 

“Most of the Filipino respondents are satisfied with online shopping, describing it as easy (73.3 

percent), convenient (71.9 percent), or fun (64.4 percent), and expressing greater likelihood to 

purchase in the next six months (79.2 percent). 

        The study also found more Filipinos using their mobile phones to purchase items— from 

21.4 percent in 2012 to 34 percent in 2014, with 94.2 percent of participants able to access the 

Internet via smart phones, MasterCard noted, adding that those who purchased via mobile phones 

did so because they were able to do it “on the go.”(Mastercard, 2014) 

 Also in accordance with the study of Euromonitor (2016) During 2015, m-commerce 

gained a strong following because of the increasing usage and dependency of Filipinos on their 

smartphones. Popular online shopping conglomerates such as Zalora and Lazada launched their 

respective mobile applications earlier in the review period and are now being highly used by their 

customers when they browse their catalogues and purchase products. Aside from money transfer 

service payment options that internet retailers accept via Globe G-Cash and Smart Money, Smart 

e-Money Inc partnered with Citi Philippines and Visa to offer Charge2Phone. This service is said 

to be the first sticker-based contactless payment product in the country, which allows mobile 

phones to be transformed into a credit card or wallet. This innovation is expected to further 

encourage cashless purchase via the internet. 

 Significant growth of internet retailing in the Philippines was credited to retailers’ 

continued efforts to develop their businesses by way of providing more product options to their 

customers, widening their reach to serve other areas apart from Metro Manila and carrying out 

recurrent promotions such as giving away discounts or markdowns. 
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 Since Filipinos now live more hectic and fast-paced lifestyles, they look for ways to make 

things easier and more convenient in order to save time and effort. As a result, some just do their 

shopping online instead of personally going to store-based outlets to avoid heavy traffic and overly 

populated shopping centers. Their exposure to various retail channels also made them smart buyers 

as it gave them the capacity to differentiate between channels and identify those that can give them 

the best deals, which internet retailers do. 

Internet retailing will continue to experience strong growth over the forecast period as more 

Filipinos are expected to be drawn to the channel due to the convenience, wide selection of 

products and attractive promotions that retailers will continue to provide.Over the forecast period, 

internet retailers are also expected to further expand their reach and focus on catering to the needs 

of other key cities in the country outside of Metro Manila, as the potential seems promising due to 

the limited shopping centres and retail channels available in the provinces. (“Internet Retailing”, 

2016) 

 

Foreign 

Customers’ increasing interest in Internet shopping has led companies to open web-based 

outlets. Customers can visit and purchase from a 188 International Journal of Electronic 

Commerce Studies web-based store at a time of their choosing. Customers find the ability to 

purchase products at any time and from any place particularly appealing aspects of web-based 

stores (Chen & Hung, 2015) 

Shopping online is generally defined as the idea of buying and selling of products over the 

internet. The sellers’ viewpoint is to convince and catch the attention of the prospective consumers’ 

to purchase products, and make sure that he / she is satisfied. The buyers’ outlook towards online 

shopping is the extent to which he / she can access, browse, purchase, transact and repeat the same 

behaviour. In this digital age consumers are driven by the technology. They are searching for the 

product on the internet and eventually buying it (Raman, 2014). 

 Based on the study of Euromonitor, Internet retailing has become one of the most popular 

ways for consumers to shop in the US. Hence, in 2015, the channel recorded current value growth 

of 13%. Over the review period most store-based retailers had to add online platforms so as to be 

able to better compete. As a result, strong store-based players now also command important 

positions in this channel. Another factor which has favoured internet retailing is the influence of 

millennial consumers. These consumers are accustomed to using the internet and like shopping 

online. Moreover, internet retailers continue to drive sales by offering discounts which can only 

be used with consumers’ mobile phone applications or via codes which can be used online. 

Therefore, continuous growth of this channel is a result of a very wide choice of products, an 

increasing consumer base and retailers’ own efforts. (“Internet Retailing”, 2016) 

 

The Millennials 
 At 77 million, the millennial generation is one-and-one-half times as large as Generation 

X and almost equal in size to the baby boomer generation. Hailed as digital natives, millennials 

are also described as creative, solution-focused, socially conscious, and team-oriented. (DeVaney, 

2015) 

 From the study of our own DLSU Alumna Pineda &Swedish Researcher Bernhardsson, 

The millennials are born after 1985, the millennials have great degree of exposure to media starting 

at age 0. Most of them grew up with exposure to different forms of traditional and technology 

enhanced media. At age 8, most of them would have possessed a mobile phone, a music player or 
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an electronic game pad. (Deterle, Dede and Schrier, 2008) Many of them grew up with constant 

access to computers and eventually the web, have constantly visited Wikipedia for their daily 

homeworks.Millennial learners possess a self-service learning skill, the habitual ability to get fast, 

relevant and immediate knowledge and information, views technology engagement as second 

nature together with learning (Pineda, 2009). Millennial learners and technology are coupled 

together (Pineda &Bernhardsson, 2011). 

 

Correlation of Impulsive Behavioral Studies and Online Shopping 
Local 

The Reader’s Digest Trusted Brand 2013 Survey showed that only 17 percent of the 1,000 

Filipino respondents have significantly changed their shopping habits despite the rising number of 

online stores in the last two years. “Filipinos might be among the most active netizens on social 

media, but when it comes to shopping it seems tradition remains a hard habit to break,” it said 

(Desiderio, 2013). 

“The love for shopping is alive among Filipinos. They find joy in going up and down the 

aisles to check out grocery items. Retailers can further intensify the in-store shopping experience 

by offering a pleasant store environment,” said Lou-Ann Navalta, Nielsen’s Shopper Insights 

leader in the Philippines. Despite the rise of online shopping, Filipinos still prefer making a 

purchase in a store and seeing, if not touching the goods for themselves. 

According to Nielsen's Shopper Trends Report, at least 9 out of 10 Filipinos enjoy doing 

their grocery shopping in-store, with 8 out of 10 wanting to take their time and go through the 

aisles. (InterAksyon.com) 

 

Foreign 

 As said by Raman (2014) online retail market in India has been emerging at an 

extraordinary rate. With the growing internet diffusion and broadband availability, and increasing 

usage of Smart phones and tablets, Indian population have started buying products online. 

According to a report by Gartner more than 30% of the traffic on online shopping portals is coming 

from smart phones and tablets. E-commerce industry has picked up pace and has been striding 

leaps and bounds over the past few years. This scenario is estimated to carry on as the market is 

expected to reach $14.5 billion by 2018. Forrester Research projections for Asia-Pacific also 

portray the rapid growth of e-commerce market in India. The prediction depicts e-commerce’s 

growth in India, where sales are expected to grow by 57% yearly till 2016. It will reach $8.8 billion 

by 2016. This demand is backed by increase in consumers’ online buying behavior and growing 

penetration of technology. 

 According to Nguyen & Nham (2014), online customer loyalty has been the dominating 

behavioral issue in researches of customer service. The reason is that customer loyalty nowadays 

is critical to many aspects of the society, including the e-commerce field. The central thrust of the 

marketing activities of a firm is often considered to be development, maintenance, or enhancement 

of customers’ loyalty towards its products/services.  

 

Theories 
Explanation 

 Traditional theories on consumer purchase decisions purport that consumers possess 

sufficient information to select and implement the best option. However, such a concept is limited 

in consideration of actual conditions. Prior to 1982, the definitions of impulse buying focused on 
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the product rather than the consumer as the motivator of impulse purchases (Chen &Zhang, 2015). 

In the succeeding paragraph Chen & Zhang said that a definite concept of impulse buying remains 

lacking because it involves complex mental processes and emotional states. However, relevant 

studies imply that impulse buying involves two principles. First, it lacks a clear, detailed purchase 

target, so it is an unplanned action. Second, it is a complex emotional reaction to an external 

stimulus. Therefore, online impulse buying is defined as an action without consideration or 

purchase intention and is a result of a mental reaction to an external stimulus from the online 

environment. 

 

Loopholes and Criticisms 

The study made by Sharma, Sivakumaran& Marshall develops a conceptual framework 

with several individual and situational variables but focuses on three relevant consumer traits for 

parsimony and greater control in the empirical study with the retail shoppers only.  We tested it 

for Online Shopping and in the local scene to test its significance and if it will work here in the 

Philippines. Future research may include different variables that could contribute to the variation 

of results.  

Based on the study made by Sharma, Sivakumaran& Marshall (2010), recent research 

shows significant cross-cultural differences in consumer impatience (Chen Haipeng et al., 2005), 

assumptions about choice and uniqueness (Kim and Drolet, 2003), and level of impulsiveness 

(Kacen and Lee, 2002). Hence, future research on impulse buying and variety seeking behaviors 

may benefit by including cultural orientation as an important variable. 

 

 

Methodology 

 

This study tested the reliability and correlation of five scales which aims to determine 

whether the variables consumer impulsiveness, self-monitoring, and optimum stimulation level 

predicts level of impulsiveness in purchase decision. Millennials were chosen to answer five 

scales: Consumer Impulsiveness Scale (CIS), Optimum Stimulation Level Scale (OSLS), Self-

monitoring Scale (SMS), and Level of Impulsiveness in Purchase Decision Scale (IBS). 

 

Research Design 
The study followed the quantitative research design of the existing study. This design is in 

numerical form so that statistical calculations can be made and conclusions can be drawn. In 

addition, this will allow the study answer the possible relationships between the variables being 

tested. 

The participants were Millennials, aged 19 to 35 years old. A total of 200 participants 

composed of 96 women and 104 men participated in the survey. They were mixed of De La Salle 

University and Miriam College students and members of the workforce. 

They answered a structured questionnaire which consists of close-ended questions. Each 

question is systematically constructed in the same words through all the respondents. The surveys 

are made in paper-and-pencil and online forms for convenience. 

 

Pre-test 

The pretest was necessary to find out if the scales were understandable. The participants 

for the pre-test were qualified based the inclusion criteria of the study. 
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We conducted a pretest among 20 participants. Most questionnaires were distributed 

among De La Salle University students and a few to working participants. 

They completed the Consumer Impulsiveness Scale (CIS), Optimum Stimulation Level 

Scale (OSLS), Self-monitoring Scale (SMS), and Level of Impulsiveness in Purchase Decision 

Scale (IBS). 

We asked the participants to feel free to approach the researchers for clarifications if they 

have difficulty understanding the questions. After answering, we asked them on what questions 

they think should be simplified. This is to help us revise the questionnaire for the actual test. 

 

Actual Procedure 

The researchers distributed paper-and-pencil forms in schools and offices. On the other 

hand, we sent the link online to qualified respondents. 

We ensured that the instructions were clear. The scales were revised for better 

understanding and to guarantee that no questions will be left unfilled. 

The participants completed the Consumer Impulsiveness Scale (CIS), Optimum 

Stimulation Level Scale (OSLS), Self-monitoring Scale (SMS), and Level of Impulsiveness in 

Purchase Decision Scale (IBS). 

The trait survey included a six-item reduced scale adapted from Sharma et al. (2011) for 

CIS, a four-item reduced scale adapted from Steenkamp and Baumgartner (1995) for OSLS, and 

a five-item scale adapted from Lennox and Wolfe (1984) for SMS; all with seven-point Likert 

scales (1=strongly disagree and 7=strongly agree). IBS is with a five-item scale adapted from Rook 

and Fisher (1995) (as shown in Appendix B). 

In addition, we asked for the top three situations when do they impulse buy the most and 

top three motivator of their impulse buying. We also requested them to mention one online store 

they transacted with (as shown in Appendix B). 

Finally, demographics (age, gender, education, occupation, monthly, and household 

income) were recorded (see Appendix A). 

 

Sampling Method 
A non-probability sampling procedure, namely, convenience sampling method was used 

for selecting the sample respondents comprised of the individuals aged between 19 years and 35 

years.  

 

Statistical Treatment of Data 
The study’s respondents are the millennial people aged 19-35 years old, who are online 

shoppers or have tried using the internet to shop. The respondents numbered to two hundred (200). 

The table below summarizes the gender of the respondents. The table shows that majority of the 

respondents are male. 
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Table 1.  Gender of Respondents 

Gender Frequency 

Male 104 

Female 96 

Total: 200 

 

The table shows that the male respondents outnumber the female, 52% to 48%. 

Of the 200 participants, the sample was divided according to three categories. These 

categories include the respondents’ gender, employment status and income distribution.  

 

Table 2. Gender Distribution of Respondents 

Row Labels Female Male Total 

Employed 59 80 139 

Self-Employed 7 6 13 

Student 25 15 40 

Unemployed 5 3 8 

Total 96 104 200 

 

Table 3.Monthly Income Distribution 

Monthly Income Female Male Grand Total Percentage 

P10,000- P20,000  29 33 62 31.00% 

P20,000-P30,000 33 36 69 34.50% 

P30,000-P40,000 8 5 13 6.50% 

P40,000-P50,000 1 4 5 2.50% 
 

P50,000 and Above 3 6 9 4.50% 
 

Below P10,000 22 20 42 21.00% 

Grand Total 96 104 200 100% 

 

 Table 2 and 3 summarizes that most of the respondents (139) are employed while 69 out 

of the 200 respondents are earning P20,000 – P30,000. 

 

 

  



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

547 

 

Results 

 

 The purpose of this study was to identify if Filipino Millennials are online impulse buyers, 

to know the reliability of the scales and to understand and analyze the impulse purchase behavior. 

The study’s respondents are the millennial people aged 19-35 years old, who are online 

shoppers or have tried using the internet to shop. The respondents numbered to two hundred (200). 

The table below summarizes the gender of the respondents. The table shows that majority of the 

respondents are male. 

 

Table 4.Summary of Respondent’s preferred time in doing impulse purchase 

Preferred time to do impulse 

purchase most (Choose 3) 

Frequency Percentage 

Before work 8 4% 

When I am happy 51 25.5% 

When I am with friends 51 25.5% 

When I have time to spare 82 41% 

When I am hungry 90 45% 

After work 63 31.5% 

When I am in a bad mood 53 26.5% 

When I am by myself 96 48% 

When I am in a rush 74 37% 

 

The table presented the top threetimes by the Filipino Millennial when doing impulsive 

purchase decision. 48% says that they do it when they are by themselves, while 45% when they 

are hungry and 41% when they have time to spare. 

 

 

Table 5.Summary of what motivates the respondents in doing impulse purchase 

Motivation in doing impulse 

purchase (Choose 3) 

Frequency Percentage 

Need 59 29.5% 

Website 23 11.5% 

Quality 45 22.5% 

Desire 77 38.5% 

Model 35 17.5% 

Design 56 28% 

Curiosity 57 28.5% 

Commercial 54 27% 

Bargain 74 37% 

Trendy 71 35.% 

Knowledge 20 10% 

Friends Testimonial 29 14.5% 

 

The table presents the top three reason what motivates the Filipino Millennialsin doing 

impulsive purchases decision. 38.5% said it is just their desire that motivates them in purchasing 
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online, while 37% said when the items are in bargain mode and 35.5% because the goods are 

trendy. 

 

Table 6. Top 3 Online Store by the Respondents 

 

Table 6 shows the top three online store chosen by Filipino Millennials. 23% said 

Instagram (a social networking application, using pictures) while Lazada (online goods store) and 

Zalora(online clothes store) have 14%. 

 

Table 7.Cross tabulation in thinking about choosing the online store 

Scale Count of 1. I did not even think about 

choosing this online store. 

Count of 4. I thought about 

choosing this online store. 

1 28 8 

2 78 24 

3 49 52 

4 17 37 

5 13 31 

6 8 23 

7 7 25 

Mean 2.805 4.14 

  

Table 7 cross tabulation strongly shows that the respondents thought about where to online 

shop before making a purchase while others are neutral about thinking the online store they want. 

  

Top 3 Chosen Online Store Frequency Total Percentage 

1. Instagram 46 23% 

2. Lazada 28 14% 

3. Zalora 28 14% 

Others (olx.ph, metrodeal,   

facebook etc.) 

98 49% 

Total:  200 100% 
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Table 8.Summary of considering the consequences in choosing an online store 

Scale Count of 2. I did not even consider the consequences of choosing this online 

store. 

1 27 

2 61 

3 66 

4 17 

5 17 

6 5 

7 7 

Mean 2.895 

  

Table 8 shows that most of the respondents thought about what could be the consequences 

in buying in an online store or thru the internet. Concludes that most of the millennial respondents 

are thinking and reviewing the online store before purchasing. 

 

Table 9.Summary of how tempting it is to shop online 

Count of Gender 
 

Scale 
       

 
1 2 3 4 5 6 7   Grand Total 

Female 
 

10 25 18 15 14 14 
 

96 

Male 4 16 20 27 9 18 10 
 

104 

Grand Total 4 26 45 45 24 32 24 
 

200 

 

 Table 9 shows that Female respondents shows that 43 of them agreed it is tempting to shop 

online while there are 37 respondents for male agreed about temptation in shopping online.  

 

Table 10.Summary of Likelihood to do Impulse Buying 

Questions Average 

2. I rarely plan in advance when buying online goods. 4.355 

6. I like to make unplanned decisions when buying online goods. 4.235 

10. I often feel tempted when buying online goods. 4.62 

14. I never think too much when buying online goods. 4.25 

18. I often experience a loss of self-control when buying online goods. 4.5 

Mean 4.392 

 

 Table 10 summarizes that millennial respondents are neutral about doing an impulse 

purchase online. Question 10 with the average of 4.62% says they are neutral on feeling tempted 

about buying goods online.  
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Table 11.Summary of being an Impulsive Consumer 

Questions Average 

1. I often spend more than what I can afford. 4.435 

5. I like to indulge myself by buying things for pleasure. 4.625 

9. I lose self-control quite frequently. 4.195 

13. I often act without thinking about the consequences. 4.3 

17. I sometimes plan anything in advance. 5.2 

20. I often make decisions spontaneously. 4.905 

Mean 4.61 

 

 Table 11 presents that the respondents are not impulsive consumers, getting a neutral 

average of 4.61% as total while Question #17 clearly states that they sometimes plan in advance 

before making a purchase. 

 

Table 12.Summary of Respondent’s Optimum Stimulation Level. 

Questions Average 

3. I like to experience new things and change in daily routine. 4.91 

7. I am continually seeking new ideas and experience. 5.17 

11. I like continually changing activities. 4.91 

15. When things get boring, I like to try something different. 5.15 

Mean 5.035 

 

 Table 12 shows that millennial’s behavior are seeking new experience, likes to try different 

things and continually changing their common activities with an average of 5.035.  
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Table 13.Summary of Respondent’s Self-Monitoring. 

Questions Average 

4. In social situations, I can adjust and change my behaviorif I feel that 

something else is called for. 

4.95 

8. I can control the way I come across to people, dependingon the impression I 

wish to give them. 

4.995 

12. When I feel that the image I am portraying isn’t workingI can readily 

change it to something that does. 

4.645 

16. I have found that I can adjust my behavior to meet therequirements of any 

situations I find myself in. 

4.995 

19. Once I know what the situation calls for, it’s easy for me to regulate my 

actions accordingly. 

5.045 

Mean 4.926 

 

 Table 13 shows that the respondents are consistent in a neutral manner towards changing 

their behavior if the situation calls in for a changing of behavior.  

 

Table 14.Summary of Respondent’s Level of Impulse Buying 

Questions Average 

1. I did not even think about choosing this online store. 2.805 

2. I did not even consider the consequences of choosing this online store. 2.895 

3. I chose this online store as quickly as possible, before I changed my mind. 3.41 

4. I thought about choosing this online store. 4.14 

5. It is tempting to shop online. 4.255 

Mean 3.501 

 

 

 Table 14 concludes that the respondents are not showing impulsive behavior towards 

buying goods online with an average of 3.501. 
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Table 15. Correlation of Consumer Impulsiveness to Level of Impulse Buying 

Consumer Impulsiveness Ave. Level of Impulse Buying Ave. 

1. I often spend more than what I can 

afford. 

4.435 1. I did not even think about choosing 

this online store. 

2.805 

5. I like to indulge myself by buying 

things for pleasure. 

4.625 2. I did not even consider the 

consequences of choosing this online 

store. 

2.895 

9. I lose self-control quite frequently. 4.195 3. I chose this online store as quickly 

as possible, before I changed my mind. 

3.41 

13. I often act without thinking about 

the consequences. 

4.3 4. I thought about choosing this online 

store. 

4.14 

17. I sometimes plan anything in 

advance. 

5.2 5. It is tempting to shop online. 4.255 

20. I often make decisions 

spontaneously. 

4.905 
  

Mean:   4.61 

 

Correlation Average: 0.369322 

3.501 

 

 

 Table 15 shows the correlation between consumer impulsiveness and level of impulse 

buying is weak with an average of 0.37. 

 

Table 16. Correlation of Optimum Stimulation Level to Level of Impulse Buying 

Optimum Stimulation Level Ave. Level of Impulse Buying Ave. 

3. I like to experience new things and 

change in daily routine. 

4.91 1. I did not even think about choosing 

this online store. 

2.805 

7. I am continually seeking new 

ideas and experience. 

5.17 2. I did not even consider the 

consequences of choosing this online 

store. 

2.895 

11. I like continually changing 

activities. 

4.91 3. I chose this online store as quickly as 

possible, before I changed my mind. 

3.41 

15. When things get boring, I like to 

try something different. 

5.15 4. I thought about choosing this online 

store. 

4.14 

  
5. It is tempting to shop online. 4.255 

Mean:  5.035 

Correlation Average:0.338888 

3.501 

 

 

 Table 16 shows that the optimum stimulation level of the respondents has a weak 

correlation with the level of their impulse buying with an average of 0.33. 
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Table 17. Correlation of Self-Monitoring to Level of Impulse Buying 

Self-Monitoring Ave Level of Impulse Buying     Ave 

4. In social situations, I can adjust 

and change my behaviorif I feel 

that something else is called for. 

4.95 1. I did not even think about choosing 

this online store. 

2.805 

8. I can control the way I come 

across to people, dependingon the 

impression I wish to give them. 

4.995 2. I did not even consider the 

consequences of choosing this online 

store. 

2.895 

12. When I feel that the image I am 

portraying isn’t workingI can 

readily change it to something that 

does. 

4.645 3. I chose this online store as quickly 

as possible, before I changed my 

mind. 

3.41 

16. I have found that I can adjust 

my behavior to meet 

therequirements of any situations I 

find myself in. 

4.995 4. I thought about choosing this online 

store. 

4.14 

19. Once I know what the situation 

calls for, it’s easy  

5.045 5. It is tempting to shop online. 4.255 

Mean 4.926 

Correlation Average: 0.231661 

3.501 

 

 

 Table 17 shows a weak correlation between the respondents self-monitoring behavior and 

their level of impulse buying. 

 

 

Summary, Conclusions, and Recommendations 

 

This study aims to find out the reliability of the existing scales and the correlation of the 

three variables – consumer impulsiveness, self-monitoring, and optimum stimulation level to level 

of impulse among Millennials. Convenient sampling was used to gather 200 participants, aged 19-

35 years, from private offices and schools. The participants were asked to answer three 

standardized scales: Consumer Impulsiveness Scale, Self-Monitoring Scale, Optimum Stimulation 

Level Scale and Level of Impulse Buying Scale. 

Correlation results revealed that the three variables - consumer impulsiveness, self-

monitoring, and optimum stimulation level to level of impulse has weak correlation to level of 

impulse buying.  

Consumer impulsiveness is a weak predictor of level of impulse buying. Consumer 

impulsive buying behavior is a relatively complex concept and other factors aside from mood, 

such as budget and price, should be considered (Kwak,Zinkhan, DeLorme, & Larsen, 2006). 

Therefore, future researchers could utilize field investigations combined with the real impulse 

buying decision-making process to obtain a more comprehensive research conclusion. (Li, 2015) 

Self-monitoring is a weak predictor of level of impulse buying. According to Li (2015) 

regardless of whether or not consumers’ impulsive buying behavior occurs, there will be a conflict 

between consumers’ personal desires to acquire products and their willpower to save money 

(MacInnis& Patrick, 2006; Mukhopadhyay&Johar, 2007). If willpower is weaker than the desire 

to buy, impulse buying will occur; otherwise, when willpower is strong, it will not occur. 
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Optimum stimulation level is a weak predictor of level of impulse buying. High OSL 

consumers buy services more impulsively to satisfy their need for stimulation; hence services 

marketers may enhance the sensations associated with their services to trigger impulse buying for 

their services.For example, service providers such as fitness clubs and adventure sports companies 

could arrange free trials for their potential customers in order to attract those with high need for 

stimulation(Sharma, Sivakumaran, & Marshall, 2014). Results showed that the three variables are 

weak predictors of level of impulse buying.  

 

Conclusion 

The result shows that Filipino Millennials are not impulsive buyers when it comes to 

shopping online. Millennials are highly likely to be very critical about the consequences that could 

happen when they buy online. There is low readiness for online shopping infrastructure as 

perceived by the respondents which served as barrier for adaptation. If online stores could 

strengthen the sense of security perception to its target online shoppers and solidify means for a 

differentiated, value-adding experience of online shopping there might be a change in behavior for 

the coming years. There are various reasons that could have affected their decisions however it 

was not tested during the survey. We could suggest that some reasons would be because millennials 

still prefer brick-and-mortar stores or online stores are not well marketed online. 

 

Recommendations 

We recommend that more research with consumers from different age groups to test the 

generalizability of our results. Future research may also look beyond the three consumer traits used 

(i.e., CI, OSL, and SM) and examine the role of other individual and situational factors to develop 

a more comprehensive conceptual framework for impulse buying in both goods and services. 

With this study, online sellers can have a guide how to engage the millennials more on 

online shopping. As the study shown, Instagram is the most popular shop among Millennials. This 

can help Instagram sellers engage more the buyers by having different promotions.  

On the other hand, brick-and-mortal stores can foresight on how to improve their strategy 

how to influence more their customers on buying impulsively buy making the store more unique 

and interesting. Also, they can add differentiated product offering, enticing pricepoints and specific 

promotions and advertisements to drive shopper habit preferences in via channel.  
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Abstract 

 

The aim of this study is to contribute to the understanding of the recent declining 

performance of the Philippines in international sporting competitions by identifying and evaluating 

relevant factors that are critical to its international success through the perspective of the national 

elite athletes. An evaluation of the organizational effectiveness of the national sports governing 

bodies may provide explanation to the poor performance of the country in major international 

competitions such as the Southeast Asian (SEA) Games.  

One of the most recent approaches used in measuring organizational effectiveness is the 

Sport Policy Factors Leading to International Sporting Success (SPLISS) model. The model 

specifies Critical Success Factors (CSFs) which are operationalized into measurable concepts for 

evaluation of success in international sporting competitions. The purpose of this paper is to identify 

and evaluate relevant CSFs that influence the international sporting performance of the 

Philippines. This research also aims to compare the results of the evaluated CSFs between the 

participating National Sport Associations (NSAs). Finally, the study examines possible 

relationships with international success output (2015 SEA Games medal results) among the 

participating sports. 

There were 83 National elite athletes from six NSAs who participated in this research. A 

five-point Likert survey questionnaire derived from the CSFs of the SPLISS framework was used 

in identifying and evaluating success factors in elite sports. Quantitative data was distributed over 

five categories for each CSF to identify the relevant factors. Also, five level standards of 

measurement were adapted to transform the category format data into a numeric five-point scale 

in order to measure the level of quality of CSFs. Further, descriptive statistics was used to compare 

and analyze possible relationships between the effectiveness ratings of factors and the success 

output of the participating NSAs. 

Results showed that majority of the respondents either agreed or strongly agreed that all 

SPLISS pillars had a critical influence on their international sporting success. Also, a positive 

correlation was analyzed between the effectiveness ratings of the pillars and the 2015 SEA Games 

output across the different participating sports where if the rating of sport policy factors is high, 

the international performance also is relatively high. Otherwise, when the perceived quality of 

these key factors is low, the international output may not be as successful as expected. 

 

Key Words 

 

elite sport success; organizational effectiveness; critical success factors; SPLISS; Philippine 

sports. 
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Introduction 

 

 The Philippines has not had a successful performance in the international sporting scene 

(i.e., Southeast Asian (SEA) Games, Asian Games, Olympic Games, etc.) in the past few years. 

Although the Philippines first participated in the Olympic Games in 1926, it has only produced 

nine medals, with the best result of only two silver medals won in 1964 and 1996 (International 

Olympic Committee (IOC), 2013). On the other hand, the Philippines won its first overall victory 

in the SEA Games in 2005 but it should be noted that the Games were held in the Philippines that 

year which may have influenced the outcome. Nevertheless, the Philippines has had its worst 

performances in the bi-annual international sport event for the last six years. The country finished 

only 5th or 6th place in the last three SEA Games (Olympic Council of Asia (OCA), 2013). Further, 

as one of the pioneer participating nations in the Asian Games, the Philippines had a relatively 

declining performance in medal standings since 1958. Figure 1 shows a negative correlation of the 

placement of the country in the medal table with the number of participating nations in the Games. 

As the number of participating countries increased, the medal standing of the country decreased. 

 
Figure 1. The success and decline of the Philippines at the Asian Games (OCA 2015). 

 

Recruitment, training and selection of athletes for international sport competitions are the 

responsibilities of respective National Sport Associations (NSAs) (Philippine Olympic Committee 

(POC), 2008). As members of their respective international sport federation, NSAs are in charge 

of the promotion of their sport in their country including licensing of coaches and officials, and 

organization of competitions. Alongside the NSAs is the support of the public sector through the 

Philippine Sports Commission (PSC). The PSC provides financial support to national athletes and 

coaches, through their respective NSAs. In 2012, there was an average of 600 Filipino national 

athletes and coaches who were supported on training and international competitions (PSC, 2012). 

The PSC is the top national sports body commissioned by the Philippine government through 

Republic Act 24.01.1990/6847 or “The Philippine Sports Commission Act”. The PSC works 

together with the different NSAs to develop programs for sport promotion nationwide. 

According to De Bosscher, De Knop, Van Bottenburg and Shibli (2006), the success of an 

athlete or team is increasingly dependent on the performance capability of the national 

organization and its effectiveness in utilizing all related means for the advantage of the elite sport. 

As managers of their respective sport, NSAs have a significant role in organizing and 

implementing sport policies to achieve international sport success. Thus, organizational 
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effectiveness of these sport organizations must be examined which may provide an explanation to 

the poor performance of the Philippines in major international competitions. 

De Bosscher et al. (2006) presented a comprehensive performance model that determines 

sports policy factors important for international elite sports. The Sport Policy factors Leading to 

International Sporting Success (SPLISS) model categorizes nine pillars of important policy 

determinants for international success. The model also specifies Critical Success Factors (CSFs) 

that describe each pillar. Although the development of the theory on SPLISS is still in an early 

stage, validation of the model of nine pillars through specific research, including quantitative data 

analysis, is important (De Bosscher et al., 2009). In view of this, the purpose of this paper is to 

evaluate relevant CSFs that may influence the international sporting success of the Philippines. 

This research aims to make comparisons using the results of the evaluated CSFs and examine its 

possible relationship with international sporting success among NSAs. Furthermore, the study may 

also validate the framework in assessing the effectiveness of elite sport policies in a developing 

country such as the Philippines. 

The Philippines and international sporting success 

 

 The following section will provide an overview of the structure and organization of sports 

in the Philippines that mainly focuses on the competitive elite level of sports. This will be followed 

by the country’s recent state of performance in international sports setting. The latter part of this 

section will lead to a review on the measurement of effectiveness in sport organizations according 

to existing literature. Finally, the main theoretical model used in the study will be discussed which 

provide explanation on how to achieve its research objectives. 

 

Structure and organization of elite sports in the Philippines 

Figure 2 shows the relationship among the three major organizations of elite sports in the 

Philippines. The POC is a private, non-governmental organization comprised of different NSAs in 

the Philippines, acting as the umbrella organization of these associations. The POC which is 

affiliated with the IOC is also recognized by the PSC as the National Olympic Committee (NOC) 

for the Philippines, which is autonomous in nature. The POC is the sole authority responsible for 

the country’s participation at the Olympic Games, Youth Olympic Games, Asian Games, SEA 

Games, as well as other events sanctioned by the IOC and the OCA and also to organize these 

Games when they are to be held in the Philippines. The Philippine NOC is an independent entity 

and does not receive any financial subsidy from the government however POC-member NSAs 

receive some financial assistance from the PSC. (POC, 2008) 
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Figure 2. The relationship of the Philippine government, various sport governing bodies and 

stakeholders for elite sports (Bernardino, 2013) 

The NSAs are also independent and autonomous organizations that are responsible for the 

promotion and development of their respective sport in the Philippines. In order to be recognized 

by the POC and consequently the PSC, the NSAs should be affiliated with their respective 

international federations. These international sport federations are in turn recognized by the IOC. 

The NSAs have exclusive technical control over the promotion and development of the specific 

sport or discipline they organize. There are currently 50 registered NSA members affiliated with 

the POC, comprised of 40 Regular members, 5 Associate members, and 5 Recognized members 

(POC, 2013). 

Although the Philippines seems to have everything in place including the policies, the 

organizations, the program for the athletes, etc., the question remains why the country is 

performing badly in international sport competitions. In the recent past, there have been some 

organizational issues among the POC, PSC and the different NSAs including negligence on how 

NSAs operate as an organization. In 2015, several NSAs were not eligible to accept government 

assistance because of unsettled accounts or lack of proper documentation (Henson, 2015a). 

According to the PSC, more than 30 out of the 50 NSAs were found with unliquidated accounts 

since 1990 and 16 to 18 NSAs were estimated that are still not officially registered with the 

government. 

 

The Philippine international sporting success in recent years 

 The Philippines finished sixth overall in the recently concluded 28th SEA Games 2015 in 

Singapore. Although there was an improvement in the country’s performance compared to the 

2011 edition of the Games, the country still failed to end the continuing decline of its performance 

since 2005, when as hosts the Filipinos topped the competition for the first time. Since that year, 

the Philippines never placed in the top four in the overall medal standings, which has been ruled 

by its neighboring Thailand, Vietnam, and Indonesia. (Reyes, 2015) From an outstanding finish of 

113 gold medals in 2005, the country drastically fell to sixth place in the 2007 Thailand edition 

with just 41 golds (see Figure 3). After placing fifth overall in 2009 in Laos (38 gold medals), the 

country fell again to sixth two years after in Indonesia (36 gold medals). As its worst performance 
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so far, the Philippines finished seventh overall in Burma in 2013 with only 29 gold medals won, 

which the country matched in 2015.  

 
Figure 3. The medal output of the Philippines in the Southeast Asian Games (OCA, 2015) 

 

According to an interview with veteran Filipino sports analyst Ronnie Nathanielsz, the 

Philippines’ international sporting performance is obviously on a decline as the figures speak for 

themselves whereas the country was normally at the top during the 70’s until early 80’s (Del 

Rosario, 2015). Since the Philippines’ debut in the SEA Games in 1977, the country has indeed 

consistently finished within the top four overall until 1997, except in the 1989 edition when the 

Philippine contingent placed fifth in Malaysia (OCA, 2015).  

As a result of the declining performance of the Philippines in recent international sports 

competitions, there have been a lot of opinions on why the country has not been able to perform 

well in international sports including the limited resources, incompetent leaders, less-focused and 

skilled coaches, and insufficient support for the athletes (Reyes, 2015 and del Rosario, 2015). In 

view of this, the purpose of this study is to identify possible reasons causing the poor performance 

of national athletes during international sporting events by evaluating the organizational 

effectiveness of major sport-governing bodies in the country from the perspective of the athletes 

themselves. 

 

The SPLISS framework and model 

One of the most recent models used in measuring organizational effectiveness is the 

SPLISS model. The model was developed as a conceptual framework based on a multidimensional 

approach to measure effectiveness of national sport organizations (De Bosscher, De Knop, Van 

Bottenburg, & Shibli, 2006). The model categorizes nine pillars or sport policy areas that 

determine success namely: (1) Financial support, (2) Intergrated approach to policy development, 

(3) Foundation and participation, (4) Talent identification and development system, (5) Athletic 

and post-career support, (6) Training facilities, (7) Coaching provision and coach development, 

(8) (Inter)national competition, and (9) Scientific research (see Figure 4). 
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Figure 4. The nine pillars of sport policy factors influencing international success (De Bosscher et 

al., 2006). 

The model provides criteria that can be measured at each stage of the input, throughput, 

and output cycle. Pillar 1 is an indicator of the input stage which involves financial and human 

resources. Countries that spend more funds in top-level sport can provide more opportunities for 

its athletes to develop under optimal conditions. On the other hand, pillar 2-9 can be considered as 

criteria of the throughput stage. An integrated approach to policy development (pillar 2) and 

financial resources (pillar 1) are essential considerations for sport and athletic career development 

in a respective sport. A logical progression can be observed among pillars 3-5 where the initiation 

phase begins when the athlete is introduced to a particular sport (pillar 3). Then an athlete may 

proceed to an intensive training and development program when identified as ‘talented’ (pillar 4) 

to eventually reach the top and progress to compete in international level (pillar 5). The model 

figure shows the form of a pyramid as many athletes are filtered out during these stages (pillars 3, 

4, and 5). The remaining four pillars in the throughput stage are also important for elite athlete 

development such as training facilities (pillar 6), the provision and development of coaches (pillar 

7), participation in national and international competitions (pillar 8), sport science research and 

sport medicine support (pillar 9). (De Bosscher, De Knop, Van Bottenburg, & Shibli, 2006) 

 

Critical Success Factors (CSFs) 

The nine pillars of the SPLISS model were specified by a set of CSFs to measure sport 

policy determinants of competitiveness quantitatively. A total of 103 CSFs were identified and 

have been consolidated from the theoretical model, which were used to operationalize the nine 

policy areas into measurable concepts. (De Bosscher, et al., 2010) 

The advancement of the SPLISS model led to an international comparative study where 

six nations were compared by operationalizing the nine pillars into measurable concepts, which 

can be accumulated into an overall score for each pillar. Based on the conceptual framework and 

CSFs, the study developed an overall sport policy questionnaire accomplished by the cooperating 

researchers in different countries and an elite sport climate survey questionnaire administered to 

athletes, coaches, and performance directors. A five-point scoring scale system was then developed 

to evaluate each nation’s performance against each CSF into one final percentage score. (De 

Bosscher et al., 2009) 
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Although findings were yet inconclusive on the input-throughput-output relation, the 

research suggested four pillars as key success drivers (financial resources, athletic career support, 

training facilities, and coach development) and three undeveloped aspects (talent identification and 

development systems, scientific research and coaches’ provisions) where nations may benefit a 

competitive advantage (De Bosscher et al., 2009). Increasing sport disbursements (inputs) and 

development of the identified eight pillars (throughputs) has not produced anticipated results 

(outputs) at an international level (De Bosscher, Shilbury, Theeboom, Van Hoecke, & De Knop 

2011). Recent studies applying the SPLISS model showed that the multidimensional approach has 

not yet proven to be an all-encompassing evaluation tool in measuring effectiveness (De Bosscher 

et al., 2011; De Bosscher et al., 2009; and De Bosscher, De Knop, Van Bottenburg, & Shibli 2006). 

Nevertheless, it should be noted that the research was still in the early development process which 

was experimental and opportunistic. One of the purposes of the SPLISS model that remains to be 

pursued is to identify possible relationships between, inputs, throughputs, and outputs in elite sport 

(De Bosscheret al 2010). In view of this, the aim of this paper is to apply the same framework by 

assessing the effectiveness of elite sport policies of selected NSAs in the Philippines, which may 

also further validate the conceptual framework. 

Method and Data 

 

The purpose of this study was to evaluate the effectiveness of elite sport policy of six NSAs 

in the Philippines based on the CSFs of the SPLISS model. This study made comparisons and 

analyses of the evaluated policy areas of the participating NSAs. During the study, the respondents 

were asked to evaluate the level of quality of the different CSFs according their personal athletic 

experience. The data results were then used to analyze for multiple comparisons among 

participating NSAs. Also, the researcher investigated any relationship of the input (financial 

support) and throughput factors (e.g., athletic and post-career support; and coaching provision and 

development) toward the output (international sport success) of elite sport policy based on the 

rated CSFs. 

 

Survey Questionnaire development 

This research adapted the CSFs specified from the SPLISS framework identified by De 

Bosscher et al. (2010) for evaluating the elite sport systems and policies of nations. Although 

previous studies prefer to use mixed methods exploratory sequential design, which involves 

qualitative phase (identification of possible factors affecting performance output) followed by a 

quantitative phase (evaluation of sport policy through the identified factors), the approach used in 

this study was only quantitative methods in order to identify and evaluate the success factors in 

elite sports due to the extensive work required to comply with the actual SPLISS study protocol. 

The obtained quantitative data was derived from the CSFs of the SPLISS framework through a 

survey questionnaire. Respondents were asked to rate the quality of each CSF based on their 

athletic experience as a representative of their country, using Likert-type scale items with a five-

category format (Excellent… Extremely poor).  

Respondents 

There were 83 National elite athletes from six NSAs who were asked to participate in this 

research. Table 2 shows the summary of the respondents and their corresponding relevant 

information. All respondents returned the questionnaire since the survey was administered during 

their respective training sessions. The average age of the National elite athletes who participated 
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in the study were between 16 to 34 years old, of which 63% were males (n=52) while 37% were 

female athletes (n=30). Due to the limited access to survey the national teams, some sports were 

only represented by either their men or women athletes. For instance, the researcher only managed 

to obtain responses from the men’s and women’s team for floorball (n=17, 20.5%) and softball 

(n=12, 14.5%), respectively. It should be noted that the Floorball NSA only sent the men’s 

floorball team to the 2015 SEA Games in Singapore as approved by the POC since it was the first 

time that the sport is included as a medal sport in the Games. On the other hand, the researcher 

only had the endorsement of the coach of the women’s softball team for the athletes to answer the 

survey questionnaire, but not for their men’s team. 

 

Table 2. Summary of Filipino National Elite athlete respondents (N=83) 

 Respondents 

 N % 

Sex F 30 31,6% 

M 53 63,9% 

Sport Badminton 17 20,5% 

Cycling 7 8,4% 

Fencing 12 14,5% 

Floorball 17 20,5% 

Softball 12 14,5% 

Water Polo 18 14,7% 

Median age in years 21 

Range 16-34 

 

The number of athletes from the respective participating NSAs varied depending on the 

size of their national team, ranging from 7 to 18 respondents. The number of participating athletes 

from the Cycling NSA was the least among the sample (n=7, 8.4%) because only the cyclists from 

the Track event was available during the administration of the survey since athletes from the other 

event Road cycling had a separate training program from the former group. 

 

Data collection 

The selection of the respondents was based on the definition of De Bosscher et al. (2008), 

where an elite athlete is defined as “an athlete who, as an individual or as part of a team, has 

participated in an elite sports discipline in European Championship, World Championship, 

Olympic Games or other competitions that are comparable to these championships or games in the 

last twelve months.” (De Bosscher, et al., 2008, 27)  

The respondents who participated in this study fit the criteria mentioned above as these 

athletes have competed either in the Olympic Games, Asian Games, SEA Games, or in their 

respective sport’s World Championships. During the collection of the data, all of the respondents 

participated in the recent 2015 SEA Games in Singapore, except for the cycling athletes and some 

badminton players. The cycling athletes who participated in the study did not compete in the SEA 

Games because their event, Track cycling, was not included in the program that year. On the other 

hand, the Badminton NSA decided to only send two athletes to participate in the Singapore Games. 
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Nonetheless, the respondents from the badminton team have competed in World or Asian 

Championships for their sport. 

 

Data analysis 

This research aims to measure the level of quality of the elite sport climate in the 

Philippines based on the evaluated CSFs and also to explore any relationship between the different 

pillars incorporated from the CSFs (the inputs and throughputs) and the output (international 

performance). An overall percentage score for each pillar was calculated based on the 47 selected 

CSFs assessed by the respondents in the questionnaire. The number of CSFs attributed to a 

particular pillar ranges from two factors (e.g., Pillar 1: Financial input) to seven (e.g., Pillar 4: 

Talent identification and development system). A scoring system was developed where the five-

point Likert scale was used to measure the organization performance of each sport in the 

Philippines. Similar to the data analysis of De Bosscher et al. (2009), quantitative data 

(percentages) were distributed over five categories for each CSF and giving to it a score from one 

to five. In order to compare and analyze the performance of each participating sport, five level 

standards of measurement were adapted to transform the category format data into a numeric five-

point scale. Data were coded in terms of the level of quality (effectiveness rating) of a CSF as 

perceived by the elite athlete, where Extremely poor was equivalent to a score of 1 while Excellent 

meant a score of five. Descriptive statistical analyses such as median (Mdn) and interquartile range 

(IQR) were used to relate the level of effectiveness of the nine pillars to the participating NSAs. 

The IQR is a measure of dispersion showing whether the responses are clustered together or 

scattered across the range of positive responses.  

Finally, the presentation of the results will show any specific characteristics and trends in 

the performances of each participating sport, which may also provide some discussion on any 

relationship between the consolidated CSFs (inputs and throughput pillars) and output 

(international sport success). According to De Bosscher et al. (2010), various methods by which 

output in elite sport can be measured include the number of medals won during the Olympic Games 

or other major international events, rankings, the relative success (popularity, wealth, etc.) or even 

the number of participants qualifying to take part. In view of this, output was measured in this 

study primarily based on the performance of the participating sports in the 2015 SEA Games, 

which is regarded as one of the major international events that the Philippines participates in. 

Furthermore, the number of medals during the last edition of the Games will be totaled for each 

sport and/or the ranking against the number of qualified participants, if the sport was not able to 

win any medal. 

Statistical data analysis was performed using the IBM Statistical Package for Social 

Sciences (SPSS) Version 22. Descriptive statistics and Tables functions were used to analyze and 

present the data results. 

 

Scope and limitations 

The researcher only focused on elite athletes from a few number of selected NSAs due to 

the limited accessibility of the researcher to the national athletes, which was only through the 

consent and approval of the researcher’s colleagues who are either acquainted or are working with 

the particular NSA. The researcher searched for cause-effect relationships with the variables often 

based on assumptions. According to De Bossher et al. (2010), it is important to note that such 

assumptions may also be influenced by human impact. Although inputs and throughputs processes 

of the sport policy factors may increase chances of international success, these still do not 
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guarantee success. De Bosscher et al. added that a critical reflection on this assumption is needed 

as there is a range of confounding variables influencing success, including cultural factors, 

traditions of success, general school and sport systems, political systems, value systems and even 

doping or naturalization. These variables make it extremely difficult to come up with scientific 

evidence for the actual impact of the sport policy on success. Even though this study has developed 

a different approach to measure effectiveness of sport policy factors, the evaluation tool used 

cannot guarantee that it will prevent results to the over-simplification of reality. 

 

Results and Discussion 

 

The following section will present the data based on the responses of National elite athletes 

in the Philippines in relation to the evaluation of the quality of these CSFs according to the 

perception of the respondents. This section will also provide some discussions on the analysis of 

the results regarding any relationship between the different pillars integrated from these CSFs and 

the success of the participating sports in international competitions. 

 

Level of effectiveness of the CSFs for Filipino elite athletes 

Results provide a fairly equal distribution of percentage responses on the evaluation of 

athlete participants on selected CSFs according to their personal experience in their respective 

sports (see Table 3).  There was no significant majority of neither extremely poor-below average 

or above average-excellent pillars assessed based on the clustered responses of the listed CSFs. 

On the other hand, data also shows that the determinants of success are perceived to be average by 

the athletes with a percentage score between 20.5% to 30.1%. Results show that there is a majority 

of about 21.7% to 31,3% of those who assessed the respective pillars as average to above average, 

expect for Pillar 1 where it was evaluated as extremely poor. 

Table 3. Evaluation of Filipino athletes on nine pillars consolidated from the selected CSFs 

Pillar (Input and throughput) EP BA A AA E 

1. Financial input 31.3% 6.0% 20.5% 19.3% 22.9% 

2. Integrated approach to policy development 13.3% 15.7% 31.3% 21.7% 18.1% 

3. Foundation and participation 19.3% 15.7% 25.3% 25.3% 14.5% 

4. Talent identification and development 13.3% 21.7% 24.1% 26.5% 14.5% 

5. Athletic and post-career support 22.9% 15.7% 22.9% 24.1% 14.5% 

6. Training facilities 22.9% 13.3% 25.3% 22.9% 15.7% 

7. Coaching provision and coach development 15.7% 16.9% 30.1% 21.7% 15.7% 

8. (Inter)national competition 19.3% 21.7% 20.5% 21.7% 16.9% 

9. Scientific research 15.7% 16.9% 30.1% 22.9% 14.5% 

EP - Extremely poor; BA – Below average; A - Average, AA - Above average; E – Excellent 

 

Based on the results, 31.3% of the respondents expressed that financial input for elite sports 

is extremely poor in the Philippines. This confirms the sport struggle in the country about the lack 

of attention and priority given to sports with the negligible budget allotted by the government for 

the development of elite athletes (Gutierrez, 2012). Despite the increasing budget over the years, 

some of the athlete participants agree with Gutierrez that the funding for elite sport is far from 

enough. It should be noted that in 2012, the PSC identified ten sports it is giving priority with the 
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hopes of improving the country’s showing in international sporting events, such as the SEA 

Games. The ten “priority sports” receives the big funding from the PSC with the purpose to achieve 

the goal of winning more medals in future international games. (Villar, 2012) None of the 

participating sports in this study was included in the priority list of sports, where it only comprises 

the following sports: boxing, taekwondo, athletics, swimming, wushu, archery, wrestling, bowling, 

weightlifting, and billiards. Non-inclusion of the participating sports in the priority list may explain 

the proportion of extremely poor opinion of respondents on the financial input pillar. However, if 

results are examined closely, it is inconclusive to state that the financial situation of elite sports in 

the Philippines is extremely poor as there are respondents who expressed that the financial support 

for elite athletes is above average (19.3%) and even excellent (22.9%). Thus, the opinion seems to 

be divided with regard to Pillar 1. 

 

Relationship between the CSFs and performance of NSAs 

 Since most of the respondents competed in the recent 2015 SEA Games in Singapore, 

except for the Cycling athletes and some badminton players, output was measured based on the 

total number of medals won during the Games. The number of events participated as well as the 

overall ranking (gold medals won) against the number of qualified participants was also 

determined for those sports that did not win any medal. The summary of the output performance 

of the participating NSAs is shown on Table 4. 

Table 4. Output of the participating sports in the 2015 SEA Games (Singapore SEA Games 

Organizing Committee, 2015) 

Sport 
Total 

events 

Medals won 
Rank 

Total 

participants G S B Total 

Softball 2 2 - - 2 1st 4 

Cycling 5 1 - - 1 T-4th 6 

Fencing 12 - 4 2 6 4th 6 

Badminton 7 - - 1 1 5th 5 

Water Polo 2 - - - 0 5th 5 

Floorball 2 - - - 0 4th 4 

 During the last SEA Games, the Philippine softball delegation can be considered the most 

successful participating sport by dominating both the men’s and women’s division with a gold 

medal each. The Cycling athletes also performed better than the others as they won one gold medal 

out of the five events in the road cycling category. Also one of the better performers was the 

fencing team despite not have been able to acquire a gold medal, the Filipino fencers still placed 

4th out of the six nations with 4 silver and 2 bronze medals. On the other hand, badminton did not 

perform well in the last Games as their athletes only won a bronze medal and placing last among 

other SEA nations. However, it should be noted that the Badminton NSA only participated in one 

out of the seven events played by sending four athletes who competed in the men’s doubles event 

alone. Two of the worst performers among the participating sports were floorball and water polo 

as both placed last and did not win any match at all during the Games. The Water Polo NSA sent 

both their men’s and women’s teams and finished last out of the five countries that participated. 

Being played as a medal sport for the first time in the SEA Games, floorball was participated by 

only four countries including the Philippines. However, the country’s floorball team was not 

competitive enough to at least win a match during the tournament in the men’s division. Now that 
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the international sporting success was determined, it should be interesting to observe if it has any 

relationship with the evaluated nine pillars. 

 
Figure 5a. The level of effectiveness of the nine pillars of the participating team-sports 

 

Figure 5a shows a visual chart on the comparison of the effectiveness results of the three 

participating (team) sports—softball, water polo, and floorball. It can be observed that there is a 

positive correlation between the Mdn scores of the pillar effectiveness ratings and the 2015 SEA 

Games output among participating sports. Results show that most female Softball players rated 

their athletic experience to be above average across all pillars (Mdn=4, IQR=0-2), which has the 

relatively highest scores among all participating sports. At the same time, the softball team was 

also considered to be the most successful team during the recent Games. On the other hand, Water 

polo athletes perceived the quality of their elite sport experience as extremely poor or below 

average while they are also one of the worst performers for the Philippine delegation in Singapore. 

The success of the softball team may be attributed to the above average input and throughput 

factors in their elite sport development. Although not included in the PSC priority list of sports for 

funding, the Softball NSA still receives 3M PhP as allotment for NSAs that are considered on the 

rebuilding phase (Villar, 2012). However, the significant support for the national team and 

grassroots program is backed up by the CEO of the country’s largest pawnshop chain, Jean Henri 

Lhuillier. As part of the throughput process, Lhuiller has been supporting local softball events and 

tournaments which in this way has been able to establish talent identification and development 

programs through their little leagues organized locally and participated abroad. (Leyba, 2015)  

On the other hand, the low effectiveness ratings of water polo are reflected with the poor 

performance in the 2015 SEA Games. Water polo has recorded the lowest rating of pillar in the 

study where most water polo respondents expressed an extremely poor condition with the financial 

input for their sport (Mdn=1, IQR=2). Despite the inclusion of the sport in the funding allotment 

of the PSC, the Water Polo NSA only receives 2M PhP which is the lowest among others. 

Moreover, in an interview with the national team coach Rey Galang, the head coach explained that 

the exposure on national and international competitions is one reason that the national team sink 

to new low in the recent SEA Games (Bancod, 2015). In order to participate in the last edition of 
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the Games, the water polo team needed to pay their own way to Singapore as the PSC did not fund 

their participation, as also the case with the floorball team (Henson, 2015b). 

The Philippine floorball team, which its athletes also perceived pillar 1 as extremely poor 

(Mdn=1, IQR=2), was sponsored by the Singapore Organizing Committee so that the event can 

push through with four participating countries, where the country has finished last place. Floorball 

is relatively one of the newest sports in the Philippines as its NSA was only founded in 2011 and 

does not receive any support from the government which may explain the yet below average scores 

on most of the pillars in throughput process (Philippine Floorball Association, 2015). The pillars 

of talent identification and development, Athletic and post-career support, Training facilities, and 

Coaching provision and development had recorded a Mdn score of 2 (below average) from the 

responses of the athletes. This further confirms the positive correlation of the level of quality of 

pillars and the international sporting success (SEA Games results) where below average-extremely 

poor state of elite sport pillars leads to none or few medals won and low ranking against total 

participating nations.  

In addition to the positive correlation observed between the effectiveness performance and 

international success output of the participating team-sports, the three other relatively successful 

participating NSAs also showed correlation relationship where if the rating of sport policy factors 

are high, the international performance also is relatively high and vice versa. A visual chart is also 

presented to show the comparison of the effectiveness results of participating individual-sports 

such as badminton, cycling, and fencing (see Figure 5b). 

 
Figure 5b. The level of effectiveness of the nine pillars of the participating individual-sports 

 Cycling is considered the second best Philippine delegation to perform in the 2015 SEA 

Games by finishing 4th out of six nations with one gold medal (see Table 6). In the same manner, 

the Cycling NSA also scored relatively higher in the evaluation of its athletes on the level of 

effectiveness where Mdn scores show an above average rating on the pillars of financial input, 

Integrated approach to policy development, Coaching provision and coach development, and 

(Inter)national competition while average ratings were computed for Foundation and participation, 
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Talent identification and development, and Athlete and post-career support. Although these results 

show an observable positive correlation, it should be noted that the Cycling athletes who took part 

in the study did not compete in the SEA Games because their event, Track cycling, was not 

included in the program for the past two editions of the Games while the athletes who competed 

and won a medal in 2015 were from the Road cycling category. Nonetheless, the Cycling 

delegation used to be one of the top performers in the SEA Games when the Track event was then 

included in the program. For instance, in 2011 Indonesia, the second most number of medals won 

for the Philippines was cycling with 2 gold, 5 silver, and 7 bronze medals, of which both gold 

medals were contributed by the Track cycling athletes (Virola, 2011). In relation to the relatively 

high rating of level of effectiveness of the Cycling NSA, it should be noted that cycling was 

included among the sports that was allotted funding for rebuilding in 2012, with a 5M PhP annual 

budget. Further, two Track cyclists were selected to the “priority athletes’ list” who received a 

monthly allowance of 40k PhP in order to encourage the athletes to do nothing else but train in full 

time. (Villar, 2012) In view of this, the relationship between cycling’s pillar effectiveness rating 

and success output may still be accepted based on the results shown by its delegation from past 

international competitions, particularly in the 2011 SEA Games. 

Another above average-rating sport in the Philippines is badminton where for instance the 

evaluation of the sport’s financial input was perceived as above average by most of its athletes 

(Mdn=4, IQR=1). Most of the Badminton athletes consider the financial support they receive to 

be above average which can be explained by the overall support of one of the richest businessmen 

in the country, Manny Pangilinan (People’s Tonight, 2014). The all out support of the 

telecommunications tycoon, who also happened to be the chairman of the Badminton NSA, has 

sponsored various competitive local badminton open tournaments including the giving away of 

cash prizes to all winners including a national open and a nationwide three-leg circuit (The 

Philippine Star, 2014). This may explain the above average score (Mdn=4, IQR=1) given by most 

respondents on the aspect of national and international competitions in badminton (Pillar 8). 

Furthermore, most athlete-participants rated the rest of the pillars in the throughput process as 

average including talent identification and development (Pillar 4) (Mdn=3, IQR=1). The 

badminton NSA has reported its existing process of selecting young players to include in the 

national training pool through its Philippine national ranking system (Philippine Star, 2014). 

Committed to discover young badminton talents, the Filipino businessman-supporter believes that 

badminton is a sport that Filipinos can excel in which explains why he keeps supporting the sport 

and the national team (Manila Bulletin, 2014). Finally, the Badminton NSA also scored an above 

average rating by its athletes in terms of scientific research (Pillar 9). Although with its impressive 

performance in its organizational effectiveness ratings, the Badminton NSA did not perform well 

in the recently concluded 2015 SEA Games with only one medal won resulting to a last place 

finish in the Singapore Games. Nevertheless, the Badminton delegation was able to meet its set 

bronze medal goal for the team in Singapore, according to the foreign Badminton head coach 

Paulus Firman (Navarro, 2015). Firman admitted that the level of competition in the Games is 

definitely high and said that he just wanted to be realistic by sending players who have a chance 

to win a bronze medal. Despite the last place finish in the recent Games, the badminton national 

athletes showed an outstanding effort to capture the 2014 Swiss Open men’s double gold medal 

(The Philippine Star, 2014), which may confirm the possible causal-effect of the high effectiveness 

ratings. The Philippine men’s doubles team’s breakthrough victory in the said international open 

highlighted local badminton’s remarkable season with its NSA officials hopeful of reaching new 

heights. 
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The last participating sport presented in the study is somewhat interesting because of the 

highly-dispersed results of its level of quality in elite sport policy factors and in relation to its 

recent performance output in the SEA Games. The Fencing NSA can be considered the most 

‘average’ participating sport in terms of the perceived level of effectiveness of its athletes on the 

nine pillars, which may also be due to the high IQR scores equivalent to 3 to 4 signifying a 

polarized set of responses. Opinion seems to be divided among the athletes with regard to Pillar 1. 

Most of the fencer-respondents (n=5, 41.7%) expressed that financial input is excellent in their 

sport, but other responses either answered average (n=3, 25%) or extremely poor (n=2, 16.7%) to 

above average (n=2, 16.7%), which results to a relatively dispersed response (Mdn=3, IQR=3). 

Similar to softball, the Fencing NSA receives an annual budget of 3M PhP from the PSC (Villar, 

2012). However unlike the SEA Games softball champions, fencing does not a have businessmen 

sports patron who funds the programs and competitions of the sport in the country. A similar set 

of responses was collected from the respondents throughout the other pillars where answers are 

almost equally split into either extremely poor-below average or above average-excellent for each 

CSF. Consequently, the Philippine fencing team neither finished with the best results nor with the 

worst performance during the 2015 SEA Games, rather the Fencer athletes bagged six medals of 

2 silvers and 4 bronzes and settled for the fourth place among the six-nation event (see Table 6).  

Conclusion and recommendations 

 

 The significance of this paper is to contribute to understanding the recent declining 

performance of the Philippines in international sporting competitions by evaluating relevant CSFs 

that are critical to its international success through the perspective of the National elite athletes. In 

view of this, a positive correlation was observed between the performance effectiveness and 

international success output in elite sports where if the rating of sport policy factors is high, the 

international performance also is relatively high. Otherwise, when the perceived quality of these 

key factors is low, the international output may not be as successful as expected. 

In relation to the pursuit of understanding the confounding variables influencing sport 

success, a mixed quantitative and qualitative approach is suggested to analyze specific factors 

important to different stakeholders (i.e., athletes, coaches, administrators, etc.) of sports in the 

country. Although results showed a possible relationship between the CSFs and output success, it 

should be noted that the researcher only analyzed the data at a descriptive level and was not 

examined using a statistical data analysis for correlation because of the limited sample size. Thus, 

the researcher suggests that future research may be conducted using the same research tool to a 

larger sample size in order to explore this matter in greater depth. However, even if the survey 

questionnaire was derived from a framework (De Bosscher et al., 2010) that allows the assessment 

of some features that cannot easily be quantified objectively (i.e., throughputs) by their primary 

users who best know the quality of service, it would also be interesting to further investigate on 

the responses of the athletes through interview or focus groups so that a more comprehensive 

understanding of their perspective can be analyzed. 
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Abstract 

 

Purpose: Sport is a source of national pride among Filipinos albeit the prevalence of 

certain popular sports such as basketball, boxing and volleyball. Future elite competitiveness in 

any sport derives its source from broad mass based participation and grassroots development.  In 

essence, each sport has its own community of athletes ranging from the lowest to the highest levels 

of competition.  

 One may find various sport clusters who are active on social media. However, current 

limitations of the available social media make it difficult to find these groups much less gather 

them in one  “community”. 

  Therefore, this study aims to determine whether Filipinos will accept or use a new social 

media platform that will fill the gaps of the current social media; by way of creating searchable 

online sport communities that will promote their favored sport(s) and enjoin its athletes and 

coaches nationwide. Furthermore, this study will identify the factors and motivations that will 

improve the propensity to accept the new technology, as well as determine the habits and attitudes 

towards their current social media usage and access to sport information. 

Method: The survey questionnaire used is quantitative-descriptive in design and was the 

main tool for data gathering.  The respondents comprised of two hundred (200) active social media 

users from among athletes, coaches and sport followers from the universities along the University 

Belt (National University, San Beda College, Centro Escolar University etc.). Review of related 

literature included scholarly articles, journals and publications from the fields of behavioral 

science, sociology and sport management.  

Conclusion: The profiles of the group comprised mostly of athletes and coaches across 17 

sport disciplines and who have played in the Palarong Pambansa or higher.  The biggest age group 

is among the 18 to 24 years old.  Two to four hours are the average time spent on the internet, with 

FaceBook and Instagram as the top 2 most popular social media sites used.  Interestingly, the 

respondents surf the internet for sports news and follow other sports such as basketball, volleyball 

and football.  The results revealed that 94% of the respondents will probably or definitely use a 

new social media platform that will enjoin athletes, coaches and followers of their sport. Some of 

the factors cited were the needs for enhanced social interaction, cooperation and as a source of 

updated sport information and blogs. 
 

Key Words 

 

social media; sport community; digital platform  
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Introduction 

 

Sport is a source of national pride among Filipinos. As in the Philippines, the goals of any 

country’s sports development program are to improve the wellbeing and health of its citizens; by 

encouraging the widest breadth of sport participation that will lead towards increasing levels of 

elite competitiveness for the talented few. In essence, each sport played bears its own community 

of athletes, engaging in the lowest to the highest levels of sports activity.  

The need for increased human interaction, especially in today’s complex and globalized 

society, has contributed to the invention and popularity of social media. Social media is any “online 

content created by people using highly accessible publishing technologies” and has enabled people 

to digitally communicate, discover, transact and network – giving rise to virtual communities and 

online marketplace, among others.  

Filipinos are among the highest users of social media and the internet. Every 4 out of 10 

Filipinos are already connected to the internet either via mobile devices or computers (Isles, 2014). 

In the ASEAN region, the Philippines ranked first in most number of hours spent on the internet 

at 6.2 hours a day. It was also observed that Filipinos average 4.3 hours a day engaging in various 

social media activities. Facebook and Facebook Messenger are the top 2 active social media 

accounts in the country with over 34 million Filipino users (WeAreSocial.sg, 2015). 

Given the universal appeal of sports, the use of social media equally bodes well. Within  

the sports communities, social media is used as a means for athletes, coaches and sports teams to 

interact with their fans (http://www.sportsnetworker.com/, 2012). The common modes of 

communication and information acquisition in sports are through websites or via social media 

platforms. Social media is also used for promoting one’s sports identity, whether a sports brand, 

team or individual.  

Despite the prevalence and advantages of social media, there exist inadequacies such as 

lack of updated information, limited posting of data e.g. Twitter and imposition of fees to upgrade 

one’s web profile (www.succeedsocially.com, 2016). Though local sports individuals and 

organizations may have their own websites, many of these sites are also not updated or lack 

content. Alternately, sports entities have social media accounts such as Facebook, Instragram and 

Twitter. Yet these sites are not easily searchable unless one knows the exact name used by the 

sports entities.  

The abovementioned issues prevent the sports community from fully exploiting the 

potential of social media and  necessitate finding alternative solutions. The researchers propose 

the creation of a social media platform that will address these gaps and inadequacies found across 

numerous Philippine-based sports. As such, the site can potentially be of great social influence to 

the development of the sporting communities nationwide. 

 

 

Significance of the study 

 

To date, there has been little or no research that identifies the habits and attitudes of sports 

communities or followers towards social media usage and access to sports information. 

Furthermore, this study aims to determine whether Filipino sports communities and fans will 

accept or adopt a new digital platform that will deliver perceived benefits better than the current 

social media; by way of creating searchable online sports communities that will feature their 

favored sport(s) and enjoin its athletes and coaches nationwide to provide content.  

http://www.sportsnetworker.com/
http://www.succeedsocially.com/
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Furthermore, this study hopes to broaden interest towards developing online social media 

platforms that will serve not only sports communities, but also similar social groups in using digital 

technology to enhance relevance, meaningful connectivity and advocacy within their respective 

domain. 

 

 

Methodology 

 

The researchers developed a prototype of the proposed social media platform, features of 

which were adapted and enhanced from existing local social media of other online communities 

such as entertainment and hobby groups. After encoding the initial content for 20 or so sports, the 

researchers showed and explained the site to the would-be respondents in order to provide them 

the proper context prior to answering the survey. 

The survey questionnaire used is quantitative-descriptive in design and was the main tool 

for data gathering. The sample size consists of two hundred (200) social media users from among 

athletes, coaches and sports followers from selected universities along the University Belt in 

Manila e.g. National University, San Beda College, Centro Escolar University etc. The 

respondents came from a combination of team and individual sports and most have played at the 

National Games level. The researchers did not discriminate between mobile internet users and PC 

internet users.  

The questionnaire was divided into three main parts. The first part asked about the 

respondents’ basic demographics and their particular athletic background. The second part looked 

into their online and social media habits, including their sources for acquiring sports information. 

The last part of the survey entailed inquiry into whether or not the said respondents will adopt the 

proposed social media platform and their motivations for doing or not doing so.  

Simple analytical methods were used to interpret and tally the data. Numerical ratios and 

means of the answers were derived and segregated among age groups as needed. The qualitative 

responses were tallied according to similar themes and ranked according to number of mentions.  

 

 

Findings and Discussion 

 

The profile of the respondents is comprised mostly of athletes and coaches across 17 sport 

disciplines and who have played in the National Games or higher. The tables below illustrate the 

online usage habits, the common sources of sports information, as well as the acceptability of the 

proposed social media platform among the sport-based respondents surveyed. 
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Table 1. Percentage of respondents by age group on time spent on social media activities 

per day (n=200)  

 
                    *Legend: color or bar gradient from highest to lowest 

 

Table 1 shows the percentage of respondents by age group vis-à-vis time spent online for 

social media activities. It revealed that the respondents averaged 2 to 4 hours online, compared to 

the national average of 4.3 hours a day (WeAreSocial.sg, 2015). The under 18 years old age group 

until the 24 years old age group spent the most hours on social media activities; upwards of more 

than 1 hour a day to more than 4 hours a day. This trend declines towards the higher age groups. 

Nevertheless, the data reveals that the respondents, which represent a sample size of the Filipino 

sports communities, are highly engaged online.  

 

Table 2. Percentage of most common online sources of sports information by age group 

(n=175) 

  
          *Legend: color or bar gradient from highest to lowest 

 

For Table 2, the researchers first asked whether the respondents access sports information 

online. Out of the 200 respondents, 25 or 14.28% answered in the negative, preferring to acquire 

their sports news through traditional media such as newspapers, radio or television. Therefore, 

Table 2 pertains only to those who go online to acquire sports news or information. Facebook 

ranks first at 27.14%, followed closely by Instagram then Twitter as the most common sources of 

sports information. Facebook ranks highest in the oldest age group of 35 years old and above at 

nearly 37%, considering that Facebook was among the first and most popular social media 

globally. Though placed as the 4th most commonly used social media, Snapchat still figures 

significantly especially for the 34 years old age group and below.  

 

In the “Other” category, the various answers were in the single digits, starting at 3 mentions 

each for Rappler.com, WeChat and Viber. At 2 mentions each were Spin.ph, Philippine Star and 

Age group
1 hour or 

less

1 to 2 

hours

2 to 4 

hours 

4 hours 

above

Under	18	years	old 6.35% 26.98% 42.86% 23.81%

18	-	24	years	old 6.41% 23.08% 37.18% 33.33%

25	-	34	years	old 28.13% 37.50% 21.88% 12.50%

35	years	old	&	above 48.15% 29.63% 11.11% 11.11%

Average 15.50% 27.50% 33.00% 24.00%

Age group Facebook Instagram Twitter Snapchat Other

Under	18	years	old 23.81% 24.76% 20.00% 15.24% 16.19%

18	-	24	years	old 25.00% 23.61% 22.22% 17.13% 12.04%

25	-	34	years	old 23.00% 23.00% 23.00% 18.00% 13.00%

35	years	old	&	above 36.73% 22.45% 18.37% 10.20% 12.24%

Average 27.14% 23.46% 20.90% 15.14% 13.37%
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Philippine Inquirer. Other network and newspaper websites such as GMA Network, Manila 

Bulletin and the like had one mention each.  

The data reveals a huge propensity towards using social media as the go-to source for sports 

information. Since digital news websites have their own social media pages and make their 

information shareable, they are able to promote their links visibly across various social media. In 

addition, friends and family may share news links and posts for others to read, thus eliminating the 

need to go the digital news websites per se for many of the online surfers. 

 

Table 3. Percentage of responses towards usage of proposed social media platform for 

sports (n=200) 

 

 
                                  *Legend: color or bar gradient from highest to lowest 

 

 After the prototype social media platform for sports was explained and shown, the 

respondents were asked whether they would definitely use, maybe use or not use the said site; and, 

to cite their reasons for saying so. Table 3 reveals that across all age groups, an average of 66.81% 

said that they will definitely use the site, 25% were unsure or “maybe” while 9% will not use it. 

The highest non-users came from the 35 years old and above age group at 20%.  

Table 4 lists the qualitative responses grouped into similar themes and number of mentions. 

For those who answered “Definitely Yes”, they see the platform as possibly a means to provide 

fast and reliable communication, better than the current social media. It was also potentially seen 

as a way to promote themselves and derive more information about their sport, their athletic career 

or about their school events. 

For those who answered “Maybe”, the respondents mentioned certain requisites before 

considering the new social media for sports e.g. deliver better self-promotion or better access to 

information - elements similar to those who answered “Definitely Yes”. But topping the list of 

reasons under “Maybe” is the skepticism that the new social media might subject them to prejudice 

or unnecessary scrutiny, which garnered 16 mentions. 

For the respondents of “Definitely Yes” and “Maybe”, having a similar or new social media 

platform for sports seems like a novel idea worth trying. However, the respondents who answered 

“No” deemed the same novel social media as redundant. Some of the reasons for “Maybe” and 

“No” point to the need for prior affirmation or approval from their superiors such as coaches and 

federations officers. This bespeaks of the authoritarian undertones that exist in some athletic 

organizations especially those with younger athletes. To have the site free-of-charge also seems to 

be a factor to some respondents. 

  

Age group
Definitely 

Yes
Maybe No

Under	18	years	old 65.22% 26.09% 8.70%

18	-	24	years	old 64.76% 33.33% 1.90%

25	-	34	years	old 70.59% 26.47% 2.94%

35	years	old	&	above 66.67% 13.33% 20.00%

Average 66.81% 24.81% 8.39%
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Table 4. List of qualitative responses, in relation to Table 3 (n=200) 

 
* Legend: color gradient from highest to lowest number of mentions. Similar colors indicate similar 

themes 

  

 

Should the requisites of the “Maybe” respondents be satisfied, then acceptability towards 

the new social media for sports may improve to at least 91% across all age groups, but as much as 

97% for the age groups between 18 to 34 years old. 

The favorable results of the foregoing survey seem to corroborate other studies pertaining 

to social media usage and information acquisition in general. First, majority of social media users 

have similar habits of going online, that is, to enable them to communicate with the multiple 

individuals as well as derive information (Coakley, 2009, Lee et al. 2013, Clavio and Frederick, 

2013). Second, Brown et al. (2015) postulates that social media users adhere to a certain number 

of social media accounts for the perceived availability of information through those accounts. 

Third, Coakley (2009) cites peer influence as a key factor towards using certain social media. 

This explains the relative high acceptance of the respondents to the proposed social media 

for sports because of these similar perceived benefits. Despite the existence and use of current 

social media, the sport respondents were drawn to other features of the proposed site which 

included having their own web page and a means to capture all their social media accounts and 

news links within – thus satisfying their need for self-promotion. Given the fact that information 

at their respective sports organization websites are not updated, content will not be an issue for the 

proposed site as these will be uploaded by the users themselves.  

Having such a site where there will be access to information regarding sports and details 

about the athletes can help increase fan interest and fan engagement. Clavio and Frederick (2013) 

cite that engaged fans will actively promote their favored athletes, sports teams and events. They 

further propose that the necessary digital infrastructure whereby fans can share information and 

interact among fans and teams should be supported. 
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Conclusion and Recommendation 

 

Sports individuals use existing social media as a means for self-promotion and acquiring 

information. Though the survey conducted was limited in sample size and scope, the results 

nonetheless show a relative high acceptance of Filipinos towards a new social media platform 

where one may find accessible and up-to-date sports information and opportunities to interact with 

sports communities and fans. Given that Filipinos are highly engaged online and open to new 

social media that will provide these desired benefits are encouraging signs indeed.  

 

To market the new social media platform, it is necessary to educate and highlight to would-

be users such as athletes, coaches and sports organizations the desirable features of the site, which 

include but is not limited to: free sign up or membership, capability to set up their own web page 

within the site, links to their social media accounts and many more. To encourage inclusiveness, 

care should be exercised to keep the site apolitical. Lastly, ensure that the necessary digital 

infrastructure to support the site and its deliverables will be in place. 

 

Social media has saturated many aspects of society and continues to evolve in its use and 

relevance. For the Philippine sports communities and other similar social groups that are wanting 

of connectivity and self-promotion, the researchers encourage longitudinal studies to determine 

the lasting social impacts that the new social media will bring.  
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Abstract 

 

Purpose: The study is an evaluative research on workable and sustainable management 

practices of the Philippine Taekwondo Association (PTA) by way identifying its policies, 

management processes and systems; to present a conceptual framework for responsible sport 

governance of the National Sports Associations (NSAs) within the context of the Philippines’ sport 

system. 

Method: The data will be collected through in-depth interviews with organizational 

members and former members of the PTA.  There will also be a review of related literature on 

models of sport governance and elite sport development in other countries. 

Significance: Most developing countries rely on government funding to sustain their sports 

programs. Elite sport development in the country is dependent on the symbiotic relationship of the 

Philippine Sports Commission (PSC) and the Philippine Olympic Committee (POC). The  POC 

serves as the mother organization of all the National Sports Associations (NSAs). 

Sports funding has remained virtually constant over the years despite the fact that the 

number of NSAs and athletes have tripled from 18 NSAs in the 1990’s to the current 40. 

Typically, majority of the NSAs are unused to professional management and accountability and 

remain heavily reliant on the PSC for funding support. 

Whereas management and leadership principles are deemed universal across any 

industry, this study will show the nuances and critical success factors of managing sports 

organizations which include stakeholder engagement, long term strategic planning and 

leadership aplomb. Korean National CEO Grandmaster Sung Chon Hong who heads the PTA 

has been instrumental in making Taekwondo the number one martial arts in the country. With his 

strong emphasis on grassroots development and savvy management, the PTA today boasts of 

more than 1 million practitioners nationwide, generates funds from various revenue streams and 

organizes the PTA through regional management committees - counting former athletes among 

its members.    

 

Key Words 

 

Sport governance; sport development; sport autonomy; National Sports Association; elite sports 
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Introduction 

 

Most developing nations rely on government funding to sustain their sports program, the 

Philippines notwithstanding. Elite sport development in the country is dependent on the 

harmonious coordination between the Philippine Sports Commission (PSC) and the Philippine 

Olympic Committee (POC).  The PSC was created through Republic Act No. 6847 to serve as the 

"sole policy-making and coordinating body of all amateur sports development programs and 

institutions in the Philippines.”  While the POC is a private, non-profit organization recognized by 

the International Olympic Committee (IOC) as having the sole authority for representation of the 

Philippines in the Olympic Games, Asian Games, Southeast Asian Games and other multi-event 

competitions.   

POC serves as the mother organization of the National Sports Associations (NSAs) in the 

Philippines.  NSAs are recognized as the governing body of their sport by their respective 

International Federations (Ifs), are responsible for recruiting and selecting athletes, organizing 

clubs and competitions and providing technical assistance for recreational or grassroots sports 

(Dayrit, 2003).  

In principle, the POC is financially independent and does not receive subsidies from the 

government, though their members NSAs receive financial assistance from the PSC. However, 

sports funding has remained virtually constant over the years despite the fact that the number of 

athletes and NSA’s have at least tripled: from 200 athletes in about 18 NSAs during the 1990’s, to 

upwards of 800 athletes in more than 40 NSAs (www.olympic.ph). 

Unused to professional management and accountability, majority of the Philippine NSA’s 

remain totally reliant and constrained by the amount of support it receives.  Their situation is made 

worse by the highly politicized nature of Philippine sports and the bias of corporate sponsors 

towards the more “popular” sports such as basketball, boxing and of late, volleyball. 

 

Review of Literature 

 

Sport has proven to have vast applications in the promotion of health, education, 

nationalism and developmental goals. It was in 1966 when the first formal sport management 

program was created to address the increasing complexities of managing sport, recreation and 

athletic programs in various educational, public and commercial settings (Zeigler, 2007). Sport is 

also one of the fastest growing industries and impacts many aspects of the economy such as 

tourism, infrastructure and entertainment (Gillentine & Crow, 2005).  

Though mainstream leadership and management theories have been applied (and 

researched) in the realm of sports organizations, there are still notable differences in managing the 

latter. For the most part, NSAs are non-profit organizations and primarily exist for the promotion 

of collective goals either for public benefit, or for mutual benefit to a particular group (Ferkins, et 

al., 2005). NSAs as such “…shall be autonomous and shall have exclusive technical control over 

the promotion and development of the particular sport for which they are organized, subject 

however to the supervisory and visitorial powers of the Commission (R.A. 6847, 1990).”  

NSAs are further differentiated by the precepts of shared leadership and stewardship. 

Though many sports organizations have evolved in terms of ownership structure, their social 

obligation to manage sports responsibly remains the same: balancing the interests of various 

http://www.olympic.ph/
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stakeholders within and outside the organization while contending with public scrutiny and 

commercial viability (Peachey et al., 2015).   

The acknowledged value of sport is why businesses, government and communities provide 

much of the funding support of the sports governing bodies in the first place. However, like their 

international counterparts, NSAs face clamors for improved governance in terms of accountability 

and transparency (Bowers & Dixon, 2015). In the controversial Crawford Report commissioned 

by the Australian government, the study cites the lack of efficiency in public spending given to 

sports governing bodies for the few medal gains; vis-à-vis rationalizing funds instead towards 

improving mass and school based participation that will eventually result to future elite sport 

competitiveness.  

Under such uncertain circumstances, it is therefore expedient for NSAs to become more 

“business-like” and self-sufficient; by professionalizing its ranks, seeking other revenue sources, 

while at the same time proving their relevance to their constituents and to the public. 

 

Significance 

Therefore, given the social, economic and political significance of sports, there is a need 

to contribute to the emerging theories in sport governance that will address the challenges that 

sports governing bodies face. The study is an evaluative research on the leadership and 

management practices of the Philippine Taekwondo Association (PTA), one of the most successful 

and productive NSAs in the country in terms of podium success, membership and revenue 

generation.  This research will look into the policies, processes and systems of the PTA 

organization to arrive at a conceptual framework for the sustainability of NSAs.  

Despite the abundance of research on leadership and management theories in sport-based 

settings, much of them are on-the-field rather than from the organizational standpoint; almost none 

in the Philippine context nor one that studies the evolution of a start-up NSA towards “self-

sufficiency”. This study seeks to expand knowledge in sport governance and towards a more 

holistic approach to sustainability in sports; to include not only environmental impacts, but also 

financial viability and social capital. 

 

Methodology 

The data will be collected through in-depth interviews with organizational members and 

former members of the PTA, as well as information derived from online resources. There will also 

be a discussion of influential literature on leadership, governance and management in various 

settings such as sports organizations, NGOs and business enterprises. 

 

Findings and Discussion 

 

Start-Up Years of the Philippine Taekwondo Association (PTA)  

The Korean martial art of taekwondo was virtually unknown in the country compared to 

other martial art forms when in 1976, Grandmaster Sung Chon Hong (GM Hong) was assigned by 

the World Taekwondo Federation (WTF) to propagate the sport in the Philippines. GM Hong took 
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over the helm from his predecessors Grandmasters Bok Man Kim and Young Man Park to establish 

the Philippine Taekwondo Association (PTA). 

GM Hong was hands-on in organizing the first taekwondo clinics and gathered existing 

taekwondo enthusiasts to the fold of the PTA.  As there were no other qualified instructors to teach 

taekwondo, he personally created the instructors’ manuals that outlined the lessons and steps to 

promotion in belt ranking.  The manuals also espoused the key tenets of taekwondo which are 

courtesty, integrity, perserverance, self-control and indomitable spirit. GM Hong invokes all his 

constituents to imbibe such tenets even in their day-to-day management practice. 

GM Hong held the first National Taekwondo Championships in 1979 at the Rizal Memorial 

Stadium where 30 participants took part. At the very outset, GM Hong’s indefatigable mission was 

to develop the most competitve contingent to represent the PTA. Vetting and honing his athletes 

only at high caliber tournaments, the PTA has become one of the most productive NSAs in terms 

of generating medals and Olympic qualifiers since its inception. In 1992, Taekwondo was featured 

as a demonstration sports where the Philippine contingent comprised of respected Coach Stephen 

Fernandez and Bea Lucero won the Bronze Medal. 

  

Organization and League System 

From their central gym and headquarters at the PSC in Manila, PTA expanded its phalanx 

nationwide by creating 20 Regional Management Committees (RMCs) spanning Luzon,Visayas 

and Mindanao, and the autonomous regions. PTA has members from the Armed Forces of the 

Philippines (AFP), the Philippine National Police (PNP) and the Department of Education 

(DepEd). As a testament to their apolitical nature, PTA also has members from the rebel groups 

of the New People’s Army (NPA) and the Abu Sayyaf. 

The Taekwondo Black Brotherhood (TBB) and Sorority (TBS) was formed in 1980 

representing the crème de la crème of the PTA athletes, as chosen by their seniors. Taekwondo is 

played in all the major and minor leagues in both the private and public schools, including the 

AFP-PNP Olympics, the DepEd-led Palarong Pambansa and the PSC-led Batang Pinoy and 

National Games.  

In the 40 years of existence, GM Hong remains as the Chief Executive Officer with Robert 

Aventajado as the President. The PTA organization includes departments such as the National 

Team for Kyorugi (full contact sparring) and Poomsae (forms) under Igor Mella, the Games 

Committee under Raul Samson, the Marketing Department under Jesus Morales III, the Regional 

Affairs Central Committee under Stephen Fernandez and the National Referee Council under 

Ricardo Santiago Jr. Monsour del Rosario serves as the Secretary-General and Commissioner of 

the Philippine Taekwondo League (www.olympic.ph).  

SMART Telecommunications and Milo of Nestlé Philippines have been the most long-

standing sponsors of the PTA. For its 10th year platform program, PTA has partnered with SM 

Malls to showcase taekwondo action in 45 malls nationwide. PTA also carries the Peak and Kix 

Martial Arts Equipment that supplies the uniforms, shin guards, electronic gear and other 

competition paraphernalia. PTA also publishes a regular magazine for circulation and at one time 

produced a television show for taekwondo. 

In 2010, GM Hong created a parallel organization, the Philippine Taekwondo Foundation 

(PTF) which functions to provide standardized education and certification of instructors, referees, 

examiners and competition managers. PTF is also in charge of the National Demonstration Team. 
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Today, the PTA has 3,000 certified instructors and over a million registered practitioners all over 

the country. See Annex 1 for the PTA and PTF Organizations, the tournaments and course list. 

 

 

The Conceptual Framework for Sustainable NSAs 

Based on the experiences of the PTA, the researcher observed four general components 

that have contributed towards the success and sustainability of PTA today.  This study purports 

that each component or cornerstone is integral and enhances the value of the other. See Figure 1. 

 

 
Figure 1. Conceptual Framework for Sustainable NSAs. 

 

Cornerstone 1. Institutionalized Athlete, Tournament and Professional Development.   

Incumbent upon any NSA is to develop athletes and create tournaments for the propagation 

of their sport. Even as a struggling start-up, GM Hong imposed standardization and quality 

instruction for his instructors and coaches. He also understood that having a “winning team” is the 

most important validation of all his PTA programs.  

The Taekwondo Blackbelt Brotherhood (TBB) and Sorority (TBS) represent a clear career 

path for aspirational elite-hopefuls. With the respectable bronze finish during the 1992 Olympics 

in Barcelona, it became a challenge as to who will become the next medalist in the Olympics. 

Membership to the TBB and TBS brings much prestige and carries beyond the athletes’ 

competitive career. They are one of the consultative bodies of the PTA and a source for key 

positions in the organization. 

Together with the 20 Regional Management Committees and Council Members, the PTA 

organizes periodic and scheduled tournaments, promotion tests and instructor development year 

round, averaging at least 150 events a year and more so with the addition of the SM Mall events.  
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Cornerstone 2. Resource Generation and Value Co-Creation 

Today, it is almost difficult to imagine that the PTA has had to market the taekwondo sport 

then as “Korean Karate”. As a start up organization, GM Hong needed to secure, not only his own 

viability but that of the organization. The first sports clinics and instructor’s training were handled 

by GM Hong himself. From his initial retinue of disciples came his first resources for manpower, 

networks and counsel.  

Even with the accorded financial and venue support from the PSC, PTA created other 

sources of revenue from sponsorships, merchandise and other earned income from its various 

events and certification tests. This allowed PTA more leeway to sustain the various grassroots 

activities such as providing free sports clinics and technical assistance to fledgling taewondo clubs 

and institutions. 

Each retired athlete or coach also has the opportunity to manage their own “franchises” of 

taekwondo gyms with the authority of GM Hong as well as the respective RMCs governing the 

area. Mandated minimums for standard fees or per diems ensured that instructors themselves will 

be financially viable.  

Among the most invaluable resources of the PTA are found beyond its headquarters, 

notwithstanding the multitude of students and parents that comprise the active PTA community. 

From the taekwondo alumni, many can be found in highly influential positions of business, 

government, academe and the media. GM Hong is also an active member in the international 

federations of taekwondo and possesses considerable clout here and abroad. 

A well-run sports organization is poised to offer several value propositions to its potential 

sponsors. In the case of PTA, these are its track record of winning athletes, the database of a million 

registered members and the 150 or so nationwide events that they hold every year. Instinctively, 

GM Hong understands the importance of value co-creation between sports and businesses. The 

psychic income* that comes with successful podium performance redounds to benefits for both 

the sports organization and its external partners.   

 

Cornerstone 3. Multi-Sectoral Sport Governance 

The PTA is set up as a matrix organization where the functional committees govern across 

the geographic-based RMCs. Having such an organization allows for homogenous goverance 

across the archipelagic Philippines. GM Hong himself conducts that periodic general assemblies 

and “alignment” meetings for purposes of information dissemination updating of taekwondo 

instruction. In so doing, RMCs must echo the directives of the mother organization and emulate 

not only the values of the leader but also carry out the structured programs, tests and tournaments 

in fulfillment of the PTA missions. 

  

------------------------------------ 
*Psychic Income is originally defined by Gillentine & Crow as the real, yet intangible qualities associated 

with community pride, prestige, and competitiveness that may be associated with major sport and event 

hosting. The term is loosely used here to correlate to winning podium performance of the athletes in a sport 

organization. 
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GM Hong’s policy of “hiring from within” for key personnel and coaches decidedly 

shortens the learning curve and assures compatibility with the values and management culture of 

the PTA.  The key leaders also assist in deciding the composition of the Philippine Taekwondo. 

Among the consultative bodies of the PTA assisting GM Hong are the board members, RMC 

leaders and the Black Belt societies. The involvement, expertise and experience of these key 

personnel will play a critical role in developing the strategic capability for a seamless succession 

in the PTA leadership. Ferkins and Shilbury (2015) establishes these six critical factors as: “will 

and skill” of the board, operational knowledge, integration of regional entities into the governing 

role, monitoring and control function, co-leading strategy development and co-leading of strategy 

into board processes.   

 

Cornerstone 4. Leadership and Management by Sport Values  
Perhaps the most complicated component of the framework is to capture leadership and 

management, as exemplified by GM Hong. To a large extent, leaders are perceived as causal agents 

that will lead to the success or failure of an organization (Soucie, 1994). Interestingly, GM Hong 

is an engineer by education, which may explain the efficient and systematic manner in which he 

organized the PTA from the ground up, bereft of any prior formal guidance. Still, he needed the 

requisities of the proper mandate, as well as the necessary interpersonal, conceptual and technical 

skills to lead the PTA.  

In the dispense of his duties, it may even have worked to GM Hong’s advantage to exploit 

the tenets of taekwondo (courtesty, integrity, self control etc.) to exact his power and influence, 

combined with the paternalistic leadership style prevalent among non-Western organizations (Lu 

& Hsu, 2015). GM Hong practices inclusivity, gratefulness (similar to Filipino “utang na loob”) 

and relationship building in all his associations, even to erring or aberrant members.  

Soucie’s (1994) prescriptions for effective managerial leadership in sports organizations, 

though not far different from other non-sport enterprises, approximates what GM Hong has been 

practicing thus far. To cite a few:  

 Cultivate large network of contacts. Develop and nurture favorable 

interpersonal relationships with subordinates, peers, superiors and outsiders 

and be connected to the world around you. 

 Develop a variety of internal and external, formal and informal power bases. 

Secure a minimum amount of hierarchical position power. 

 Clarify role demands and expectations, and clearly establish responsibilities 

and limits of all organizational members. Maintain a balanced concern for the 

needs of the organization and those of people within the organization. 

 

Regardless of sport, Management by Values (MBV) was perceived as important and useful 

in enhancing organizational performance; whereby sports organization members are engaged to 

develop or practice core values and to adapt them into management practice and strategy 

implementation  (Laroche et al., 2014).  
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Conclusions and Implications for Future Research 

 

There have been several factors that contributed to the trajectory of PTA’s growth which 

included a combination of traditional business know-how and values-based leadership. Though 

one may contend that GM Hong is the causal factor here, for certain at the start, it appears that the 

PTA has been developing its organizational capability to pave the way for a seamless succession 

of leadership later on. 

The conceptual framework for sustainable NSAs was created upon the themes gleaned by 

the researcher and aims to contribute to emerging theories in sport governance and holistic 

sustainability. It posits that the four components indicated are integral “cornerstones” and must be 

present in support of each other. Though the framework is a simplistic rendition, it does not take 

away the importance of developing the necessary competencies, wherewithal and leadership 

aplomb, as discussed, to execute each component successfully and harmoniously.  

There is a need for longitudinal research, comparative studies and action research to test 

the concept to either start-up or mature NSAs; and, if the framework can be used in other sports 

organizations under various settings and ownership structures whether locally and internationally. 

There are also opportunities to expand research into evaluating the revenue streams and defining 

governance parameters and board competencies of the PTA and other NSAs. 
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Abstract 

 

This paper looked into the influence of organizational culture, among other organizational 

factors, to change readiness. This paper identified the prevalent culture and the level of readiness 

of each organizational unit with focus on full time regular and probationary employees of 

Paramount Human Resource Manpower Cooperative (PHRMC), a Philippine-based outsourcing 

cooperative-an industry that is believed to be not extensively studied. By assessing the relationship 

of organizational culture and readiness to change, the organization may be given the necessary 

guidance to permit them to deal with rapid and radical changes. The correlational study was 

anchored on the Denison Model of Cultural Traits. It tested the correlation of these variables using 

the survey instruments Organizational Culture Survey (OCS) by Dr. Daniel Denison (2012) and 

Organizational Change Readiness Belief Scale (OCRBS) by Dr. Achilles A. Armenakis et al 

(2007). 

Given the findings, this researcher establishes and ascertains organizational culture a 

potentially strong influence to organizational readiness for change as supported by the analysis of 

statistical data. Truly, the unique attributes of the organization, particularly its culture directs 

people to practice and observe pattern of behaviors and responses which determines their capacity 

to support change.  The beliefs and assumptions about things such as the company, leaders, 

coworkers, customers, and competitors and the behaviors they drive, ultimately molds the culture 

of the organization. Understanding the uniqueness and diversity of today’s workforce, it is also 

essentially significant to see the link of organizational culture to  discrepancy,  appropriateness, 

efficacy, principal support and valence which are all fundamental components of change readiness 

for it ensures a solid backbone in achieving success in the application of change  initiatives.It is 

suggested that a future analysis can be carried out on the other identified organizational factors 

such as leader support, social support, communication and work climate, alignment of workforce 

with business objectives or consider looking at other factors as well such as demographics (years 

of service, age, gender, employment position, and education), individual factors (perceived 

control, flexibility, openness to change, commitment to change, and engagement), and geographic 

factors (location and work shift). Future research on the characteristics and nature or kind of work 

of respondents can also be done to study further the association of these variables. The study can 

also be replicated for other industries and locations using a larger sample. 

 

Key Words 

 

Organizational Culture; Organizational Readiness for Change ; Manpower Outsourcing 

Cooperative 
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The Problem and Its Background 

 

Today’s contemporary businesses are faced with a variety of changes prompted by intense 

competition, changing customer preferences, legal and regulatory tensions, demands and 

intensifying expectancies which brings both opportunities and risks for businesses. Although these 

changes occur continually, its outcome is still uncertain.  Changes though small or large will have 

certain effects on employee behavior nonetheless.  These corporate changes in strategies usually 

involve change efforts to ensure corporate survival and continuous growth. Success in business 

will require companies to accept change. This argument is true as organizations now become more 

conscious in assessing multiple factors that influence change readiness.  A certain level of 

readiness to change is necessary to support the goals and objectives of the organization for these 

businesses need to stay ahead of the competition to keep their operations going. 

Strategic change takes several forms such as, but not limited to, acquisitions of competitor-

companies, introducing new technology and processes, rebranding an existing brand, revisiting 

company vision-mission, redefining company culture.  These initiatives are just some that 

organizations consider now to cope up with the changing customer preferences and management’s 

directives (d’ Aveni, 1995). Strategies such as outsourcing, globalization, automation, rightsizing, 

reengineering, and repositioning all lead to change in doing business and organizations have to be 

ready for all these otherwise they will be left behind the competition (Kumar & Kamalanabhan, 

2005).  These change initiatives are and created in order to make better and upgrade the 

organizational functioning and operations, and at the same time to continue the company’s lead 

and current ranking. 

Literature has identified potential drivers for change- individual factors (such as perceived 

control, flexibility, openness to change, commitment to change, engagement, life experiences, 

levels of motivation, knowledge, attitudes, and behaviors), demographics (years of service, age, 

gender, employment position, and education) and geographical factors (location and work shift, 

nature of business).  However, scholars have explained that the success of change is built around 

the unique attributes of the organization (Journal of European Industrial Training, 2014; Yusof, 

Mohd Wira, Said & Nazirah, 2010 ; Lim, 2008).  For this reason, organizational factors (corporate 

culture, leader support, social support, communication and work climate, alignment of workforce 

with business objectives) are the ones that are given much consideration now for it has shown to 

some extent that it has the greatest association to readiness for change.  Drawing from this 

argument, there seem to have enough reasons to believe that any step or program focusing on 

changing the organization that are taken without culture as consideration often have unforeseen 

consequences –typically negative ones when related to successful change. 

Corporations today are into assessing their readiness for change for they know research reveal 

failure to change is related with organizational culture.  As organizations strive for greater 

competitive advantage, they need to understand change not only as a constant phenomenon but as 

a mark of progress. Organizational change is something that has to be handled cautiously for it has 

emotive elements and people may respond to it either with excitement and enthusiasm or resistance 

and defiance.  Sense of responsibility and ownership are highly desirable traits during times of 

change and in today’s highly competitive business, organizations have to engage in a better 

management strategy that will ensue performance effectiveness (Wilkins & Ouchi, 1983). Shaping 

the organization to a state and culture where people are ready to accept change has greater 

significance when management is contemplating and implementing change. 
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In assessing change readiness, organizations have to understand that today’s workforce is 

more diverse and people may have different behavioral patterns, perceptions and set of beliefs that 

dictates how they work.  The changing work values and the presence of multi-generations just 

prove how today’s workforce is highly distinct.  Employees may have different views, ideas and 

beliefs and adopt different morals and values primarily because of how they were trained, as well 

as ownership of company policies and mindset (Joseph Lyons, 2009). It is for this reason that 

organizations have to look at organizational factors, specifically the organizational culture as a 

possible influence to change readiness and change readiness in turn as a driver for successful 

change implementation. Literature has supported the long held view that certain culture traits are 

conducive to change. Many have argued that the failure of change efforts and initiatives are the 

result of the company’s inherent nature making change difficult to produce.  

Philippine businesses now feel the need to shape the organizations to a culture that will 

support change and during these challenging times, organizational leaders are confronted with the 

responsibilities of handling and carrying out successful change plans and initiatives (Carver, 

2012).  The contemporary workplace is characterized by high scales and intensities of change 

(Lyons, 2009; Armenakis & Harris, 2009) and for businesses to remain competitive, they must 

effectively assess organizational readiness in the adoption and institutionalization of these 

changes.  For companies to implement effective change within, they have to understand relevant 

evidence about their culture and its readiness to change.  

The prospects of manpower outsourcing cooperative industry in the Philippines, for 

instance, are promising.  Their presence seems to be felt more nowadays as businesses recognize 

outsourcing as a growing trend of large companies which require the services of external parties 

to provide or manage manpower requirements of the client companies. Outsourcing has been a 

work arrangement that takes place everywhere.  Today, any function that requires substantial 

system investments, support or expertise is being outsourced more and more; e.g. accounting, 

pension administration and training (Azucena, 2010).  However, despite their dominance in the 

market, these manpower outsourcing cooperatives also feel the burden of effectively managing 

change readiness amongst employees.  Organizations know fully that, not all keep an open mind 

towards introduction of new organizational structure, processes, systems and technologies for fear 

of possible failure while some simply feel the need for these changes but do not know how to 

assess their readiness towards these changes and innovation.  Some companies feel the need to 

embrace the much needed upgrading and modification which will in turn give them a competitive 

advantage.  Organizations find themselves pushed toward change and to handle the changing 

demands and preferences of their customers in order to endure the so many challenges and survive 

the competition.  Businesses or industries need to constantly look at several approaches to prepare 

their employees to whatever change is expected ahead of them. 

A Philippine owned fashion retail company in Quezon City recognizes the competition out 

there in the market. With its goal to be the most admired Asian Fashion company, the organization 

continues to make a mark in the global scene through business expansion. As a way of coping up 

with the changing customer preferences, varying trends and also in response to the strategic 

business direction, the organization has come to understand the vital role of outsourcing partners 

to augment the additional manpower they need to keep their business operations going. Since the 

launch of Paramount Human Resource Manpower Cooperative (PHRMC), a Philippine-based 

outsourced human capital solutions cooperative, this fashion retail company has maintained its 

partnership with them since year 2005.  Of the nine (9) outsourcing suppliers that fashion retail 

company has partnered with, PHRMC so far has the greatest contribution to majority of its contract 
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staff manning. Today’s workforce gets bigger and the demand for it gets even higher as the 

organization looks at ending the year 2015 to at least close to  seven hundred (700) stores. With 

this ambitious target, the organization has also come to realize the challenge it will bring most 

especially to PHMRC who is the main source of their staffing requirements. With this trend, 

PHMRC must anticipate higher demands for the succeeding months and even years to come.  They 

must be able to cope up with their client’s strategic direction and eventually align with them.  

 In today’s competitive era, some practices might just not be enough anymore.  The current 

systems and procedures, particularly on hiring, selection, payroll and billing might be too obsolete 

already and might need upgrading to adapt to the existing business demands.  Since this fashion 

retail company is going global and the expansion plan is clearly defined, the business is now 

concerned on how their outsourcing partners can manage to cope up with their ambitious but 

realistic demands. These expansion efforts of this fashion retail company could be relatively small 

but the impact to their outsourcing business partners could be huge. For both organizations to work 

efficiently and collaboratively, a certain level of readiness to change has to be established to ensue 

success of these change efforts and improvements. Therefore, PHRMC has to shape the 

organization to the kind of culture that is conducive to change to ensure the best performance. 

It is a fact that there are at present a considerable number of reviews and researches on 

organizational culture and readiness for change. Much research has been devoted to studying 

culture and change readiness in the context of manufacturing and retail industry.  But very limited 

has been found to have focused on the context of outsourced human capital solutions cooperatives 

in the Philippines.  Hence, the study provides supplemental understanding on organizational 

culture and readiness for change. 

 

Statement of the Problem 

 

Numerous studies have concentrated on either organizational culture or readiness to 

change, but researchers have not quantitatively evaluated the relationship between the two 

constructs, specifically in the Philippine context.  Change initiatives in the outsourced human 

capital solutions cooperative and similar industries proceeded with minimal or inadequate 

information regarding factors contributing to readiness to change among staff members. Such 

information is needed if leaders are to implement rapid change successfully and with this, the study 

has specifically concentrated on the following questions: 

1) What are the dominant culture traits in all organizational units of the cooperative? 

2) What are the levels of readiness to change of each of the organizational units of the 

cooperative? 

3) What is the strength of relationship between readiness to change and the kind of cultural 

traits an organizational unit have? 
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Objectives of the Study 

 

The study tested and examined the relationship between the strength of relationship 

between organizational culture and employees’ readiness to change in a Philippine-based 

outsourced human capital solutions cooperative.  The objectives of the study are: 

1) To identify the dominant culture traits in all organizational units of the cooperative 

using Denison’s Organizational Culture Survey (OCS). 

2) To determine the levels of readiness to change of each of the organizational units of 

the cooperative using Organizational Change Recipients’ Beliefs Scale (OCRBS). 

3) To determine the strength of relationship between readiness to change and the kind of 

cultural traits an organizational unit have based on employee perceptions. 

 

Significance of the Study 

 

The organization must be given the guidance necessary to permit them to deal with the 

requirement for rapid, radical and fundamental change but for any successful change, measuring 

organizational culture should precede all these.  It is easier to foresee and predict which measures 

and actions of change will turn out to be efficient and valuable and by this, the management will 

have more grip on change.  Assessing where the organization is now and where it wants to go can 

generate the momentum for change.  Understanding the link allows organizations to anticipate 

resistance to change but also offers starting points to assist employees and thus use their 

momentum, vigor creativity and resourcefulness that leads to more support for change.  It is the 

foundation for a step-by-step, logical and organized change plan.  

The findings of this research may provide companies a better grasp and sense of the 

relationships between organizational culture and readiness for change within organizations (Jones, 

2005; Journal of Organizational Change Management, 2014).  The findings of the study will be 

useful for leaders facing challenges when maneuvering the change process.  Leaders should be 

aware that organizational culture influences the readiness of people to change. Needless to say, 

culture has complex features and any change initiatives can be emotional, thus it is important for 

leaders to be conscious and mindful of their organization’s culture. 

The results of this study will also provide needed scholarly material focusing on 

connections between organizational culture and readiness to change in the Philippine context. The 

results of the study can assist today's organizational leaders to assess their coping readiness as well 

as of those they lead.  The outcome can also provide practical insight for increasing the probability 

of organizational success (Cowley, 2007). 

 

Scope and Limitations 

 

The study focused on knowing the relationship of organizational culture and readiness to 

change and concentrated on one (1) outsourced human capital solutions cooperative provider only, 

Paramount Human Resource Multi-Purpose Cooperative.  Though the organization has several 

satellite offices nationwide, only employees assigned at the main office in Quezon City were 

utilized for the study.  The respondents of the study who are employees on probationary and regular 

status were selected using convenience sampling.  The researcher had to resort to said sampling 

technique due to respondents’ availability however the researcher made sure that the requirements 
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of the statistical treatment employed in the study was satisfied to guarantee valid and reliable 

analysis and interpretation of results. 

The current study being future-oriented, looked at the existing cultural profile of each of 

the organizational units and assessed the employees’ readiness for future changes bound to happen.  

The respondents were not asked to evaluate or assess their perception of a change that has 

transpired already.  With this, the researcher believes it would be more relevant to account for all 

full time employees, both probationary and regular in status as respondents of the study, regardless 

of their tenure with the company. 

While there are multiple factors associated with coping readiness for organizational 

change, the study only centered on determining the relationship of organizational factors 

specifically, organizational culture on readiness to change.  Other organizational factors such as 

management support, social support, communication and work climate were not be covered.  The 

study likewise did not involve other factors such as demographics (years of service, age, gender, 

employment position, and education), individual factors (perceived control, flexibility, openness 

to change, commitment to change, and engagement), and geographic factors (location and work 

shift). 

 

Review of Related Literature 

 

Change is constant and for these changes to be successfully planned and implemented, 

organizations continue to face the struggle of maintaining a culture that prepares people for these 

modifications.  Every organization has a unique culture and many organizations are very much 

aware of the importance of the health of their culture to their continuous success. 

In explaining readiness to change, literature has described it as “an assortment of thoughts 

and meanings toward the particular change or transformation activity” (Bernerth, 2004; p. 40).  

Efforts toward change will in all likelihood succeed if the readiness to change is there and present.  

(Armenakis et al, 1993).   A relationship exist between the level of change readiness and success 

in the change management (By, 2007; Journal of Organizational Change Management, 2014).  

Therefore, change management authorities and experts have accentuated the relevance and 

applicability of creating change readiness so as to intensify the likelihood of succeeding in 

implementing change by allowing their employees to be involved in the culture building process. 

By this, the organization creates the winning culture as they continuously promote healthy 

collaboration of the dynamic talents in the workplace and leadership support.  Hopefully by this, 

the organizations make it easier for employees to understand and accept change as something 

positive. 

The study of Lim (2008) has explained the correlation of organizational culture and 

readiness to change by describing that change is easier to implement within organizational cultures 

that are supportive and empowering of employees (Sopow, 2007).  Further, Lim (2008) explained 

that healthy and strong cultures usually create constructive and encouraging organizational 

climatic conditions that are flexible to new ways of carrying out things.   Invariably, there seem to 

be a sense of security and firmness in a culture that is open to innovation and change (Brodsky, 

2006).  This supports the notion of Mdletye, Coetzee & Ukpere (2014) which explains how 

participation and involvement takes on greater significance when organizations are anticipating 

and implementing change.  Participative programs like coaching and mentoring sessions, values 

enhancement, culture shaping orientation, employee engagement activities , group dynamics, 

world café and teambuilding activities among others are beneficial in addressing resistance to 
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change (one of the causes change initiatives fail (Kotter and Schlesinger, 1979; Kotter and Heskett, 

1992).  Consistent with the aforementioned analyses, Cameron and Quinn’s (2006) work also 

supports the proposition that adaptable cultures are supportive of organizational change and are 

flexible in relation to the changing environment.   On the contrary, organizational culture can act 

as a barrier (Yusof, 2011) to successful change implementation depending on its personality 

(O'Connor & Fiol, 2006).  For instance, any efforts to promote new activities and manners that are 

unconnected and disjointed with current cultural realities and experiences are likely to suffer 

resistance and refusal (O'Connor & Fiol, 2006).  Individual differences on beliefs, culture 

orientation and background are somehow expected considering that today’s workforce is becoming 

more dynamic. Truly, each individual is uniquely different and their distinct personalities allow 

them to respond differently to everyday situations.  

The study of Lim, J.A. (2008) is one of the few studies that considered organizational 

culture as an antecedent factor for coping readiness. Any effort to introduce change can only 

happen if employees who are part of the organizational culture accept such change.  That is why 

culture and climate have been argued to be associated with readiness for change (Jones, 2005; 

McNabb and Sepic, 1995). Past works and writings have long-established the important part 

organizational culture play in the institutionalization of successful organizational change.  If the 

culture and climate of an organization are not favorable to accepting change, efforts will be 

unsuccessful regardless of the desires, plans and strategies of management. The results of many 

research and exploration studies confirmed this by demonstrating that organizational culture shape 

and determine the success of change readiness, as well as the functioning and operations of the 

company.  On the other hand, it was debated that disregarding and discounting the effects of 

organizational change is one of the prevalent hindrances and hitches in employing many new 

change plans in organizations (Journal of Organizational Change Management, 2014; Cameron 

and Quinn, 1999). 

These and many more reviews as presented in the literature had led the present researcher 

to believe that there is indeed a close connection between organizational culture and readiness to 

change as backed by quite a number of, majority of which have been based exclusively on 

American, Syrian and Kuwaiti samples, among others. Given this limitation, the current study aims 

to understand the connection between organizational culture and readiness to change using a 

Filipino sample (a group that is believed to have been unexamined extensively) particularly in a 

service related industry to test the adaptability of some of the key findings discovered in primarily 

non-Filipino samples. 

After careful review of literature and testing the relationship of the variables presented, the 

researcher intends to establish and acknowledge change as a mark of progress and organizational 

culture as a driver to change readiness.  It is hoped that the present study will not only establish 

the dominant culture traits of each organizational units of organization, but also establish as well 

the level of readiness to change on a per department basis which will in turn create a conscious 

effort to shape the organization to that kind of culture that can help make change successful.  These 

changes, whether it is about people, organization or technological means will always draw 

different behaviors and as what literature has explained, there are certain kinds of culture that are 

considered conducive and compatible with change. Anchoring on this idea, the researcher has 

developed the interest to have an in depth study of both variables- organizational culture and 

readiness to change as well as their relationship with each other to further understand the necessary 

interventions needed to ensue change success on organizational level. 
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By doing this, organizations not only develop interest in proving organizational culture as 

a significant influence to change but also, they create awareness and understanding change as a 

mark of progress.  There is a recognition that change has to happen but as business and process 

owners aim for operational excellence and performance, their role in facilitating change is always 

important.  Knowing the kind of organizational culture that will support change is as important as 

creating the readiness for change amongst employees. 

 

Theoretical Framework 

 

The research framework is adapted from the study of Denison (2012).  The Denison 

paradigm is founded on over two decades of study associating culture to key performance 

measures and it has rationalized how the cultural traits of mission, consistency, adaptability and 

involvement relate to change readiness. 

   The Denison Model was expounded by Dr. Daniel Denison, formerly of the University 

of Michigan Business School, and currently Professor of Organization Development at IMD - 

International Institute of Management Development in Lausanne, Switzerland.  Dr. Denison’s 

investigation focused on the relation between organizational culture and performance measures 

such as efficiency, growth, quality, innovation, and customer and employee satisfaction.  There 

are four (4) essential traits in the Denison Model and each of these organizational traits is further 

broken down into four indexes. The Denison Model and survey helps us explore four key 

questions: 

Mission:   Do we know where we are heading? 

Adaptability:   Are we able to adjust and settle in response to the needs and wants of our 

consumers and the marketplace? 

Involvement:   Are our people united, involved and skilled? 

Consistency:   Do we have the moral standards, methods and techniques in place to 

perform and deliver on our task? 

 

 

 
Figure 1: The Denison Model of Culture Traits and Indexes 
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The Denison Model and survey recognizes and evaluates these dynamic tensions and 

suggest constructive perceptions about how efficiently and excellently we are managing them.  

The model discusses the following: 

 

Flexible and Stable  

Flexible (Adaptability and Involvement):  Organizations that are powerful in these traits 

can change and adjust in reaction to different situations and circumstances.  They tend to be 

successful at being advanced and inventive and satisfying their customers. 

Stable (Mission and Consistency):  Organizations with strengths in these attributes tend 

to function more efficiently. They foster steady and dependable behavior, habits and schemes that 

promote alignment. 

 

External Focus and Internal Focus  

External Focus (Adaptability and Mission):  These organizations are able to embrace 

transition in response to what they see and hear from their clients and other stakeholders.  The 

result is the ability to uncover, appreciate and react to the ever-changing needs of the environment 

in which they manage.  

 Internal Focus (Involvement and Consistency): These organizations focus on the 

alignment of internal methods and technique and the conduct of the workers in the firm.  High 

scores in Internal Focus typically foresee effective operating performance, higher levels of 

excellence and increased employee gratification. 

 

Cross Patterns  

Top-down Bottom-up Alignment (Mission and Involvement):  A state of balance between 

the Mission (top-down) and employee Involvement (bottom-up) is apparent in this case.  They 

need to ascertain how to link the goal and strategies of the organization to the mutual sense of 

responsibility, accountability and commitment of the employees.  When there is equilibrium 

between these traits, we see effective two-way communication and an engaged, attentive and 

dedicated workforce.  

Customer Value Chain (Adaptability and Consistency): This is represented by the tension 

created between Adaptability, which is mainly concerned with the growing and developing needs 

of the customer, and Consistency, which looks at the internal values, means and methods.  High 

performing organizations must be competent to respond to the customer and develop, as well as 

advance systems and processes that allow them to function in a way that brings quality products 

and services. 

Anchoring from this existing body of knowledge, the author presents an illustration of the 

perceived relationship between organizational culture and organizational readiness for change as 

seen on Figure 2 (Kondakci, Yasar, Kadir Beycioglu, Mehmet Sincar & Celal Teyyar Ugurlu, 

2015). The image gives a simplified translation of Denison’s Model of Key Traits and Indexes:  

 

Figure 2: Theoretical Framework: Author’s Representation of Denison’s Model of Key Traits and Indexes 

Organizational 

Culture 

Organizational 

Readiness for 

Change 



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

602 

 

Drawing from the aforementioned body of literature as discussed on the earlier chapter, 

four classifications or categories of factors which affect change readiness can be ascertained: firm 

characteristics, resources, market, and external support factors (Yusof, Nor'Aini Binti, 2010).  The 

present study looked at firm characteristics, specifically the organizational culture which is also 

referred to as transformational factor or long term lever, as an influence to change readiness.  The 

research model articulates two main variables-organizational culture and  readiness for change. 

Based on the related readings presented, theoretical debates and proposed associations and 

relationships, a conceptual framework is established as shown on Figure 3 (Journal of 

Organizational Change Management, 2014): 

  

 
 

 

 

 

 

 

 
Figure 3: Conceptual Framework of the Study 

 To understand further the variables of the study, the operational framework is illustrated 

below.  Basically, Figure 4 gives an overview of the key measures representing each dimension  

of the variables-organizational culture and readiness to change: 

                 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Figure 4: Operational Framework of the Study 
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Statement of Hypothesis:  

Based on the argument thus far, the succeeding hypotheses on the relationships between 

organizational culture and readiness for change are formulated: 

H1: Readiness to change is strongly associated with adaptability and involvement 

cultural traits.  

H2: Readiness to change is moderately associated with mission and consistency cultural 

traits. 

 H3: Readiness to Change is related to culture. 

 

Definition of Terms 

 

The definitions of the following terms are provided to assist the reader in understanding 

the general functionality of each word.  The aim is to provide for consistency of term use 

throughout the study process. 

Appropriateness.  Once the idea that a discrepancy exists, a related belief need also be 

created (Armenakis, 2007).  That is, a precise organizational change is basic to eliminate the 

discrepancy.  We brand this idea as appropriateness (Armenakis, 2007). 

Culture.  “Culture is the way things are done around here” (Wilson, 2014).  An 

organization’s culture is the beliefs, values, and behaviors that an organization has taken on over 

time as a means to live through and do well (Denison, 2012; Jarratt, Denise Thompson, James, 

2012).  Culture is a pattern of shared key beliefs and ideas learned by a organizational division or 

unit as members resolve concerns of external nature and internal integration. (Yaoprukchai, 

Suparat & Umaporn Kardkarnklai, 2014; Schein, 2010). 

Discrepancy.  It refers to a belief that some change is required and desired. Studies by 

numerous organizational experts (Armenakis, 2007; Bandura, 1986; Bartunek, Rousseau, 

Rudolph, & DePalma, 2006; Coch & French, 1948; Kotter, 1995; Nadler & Tushman, 1989; 

Pettigrew, 1987; Rafferty & Griffin, 2006; Rousseau & Tijoriwala, 1999; Armenakis, 2007) 

supports the argument that employees must trust that a need for change is real.  A distinction 

between existing and preferred performance aids legitimize the necessity for change. Among 

specialists, discrepancy may be represented  as the “burning platform,” or as Kotter (1995) implied, 

discrepancy establishes a sense of urgency (Armenakis, 2007). 

Efficacy. Efficacy signifies the belief that the change receiver and the organization can 

effectively apply and instigate a change (Armenakis, 2009; Armenakis & Harris, 2009).  In the 

context of organizational change, efficacy can be described as the observed proficiency to carry 

out the change initiative (Bandura, 1986).  “If our distant and external opponents can do it, so can 

we” (Armenakis, 2007). 

Organizational culture.  The intensely embedded traditions, values, attitudes, and sense 

of self of an organization.  Culture is the glue that binds workers together with a sense of oneness 

of mind and spirit (Dunnett, 2007; O'Connor & Fiol, 2006). 

Mission:   Do we know where we are heading? 

Adaptability:   Are we able to adjust and settle in response to the requirements and wants 

of our consumers and the marketplace? 

Involvement:   Are our people united, involved and skilled? 

Consistency:   Do we have the moral standards, methods and techniques in place to 

perform and deliver on our task? 
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Organizational Change: This term is used to describe planned change that is brought 

about through the purposeful efforts to improve its current performance (Lewis, 1997). 

Principal Support.  Refers to the impact of change agents and opinion leaders on change 

adopters (Armenakis, 2007).  The support (or lack thereof) believed to exist among these principals 

(i.e., change agents and opinion leaders) can sway the response of change recipients to an 

organizational change.  Further, Armenakis (2007) explained that change agent may represent the 

global (i.e., the highest level in the organization, the CEO) and/or the local change agent (i.e., the 

immediate supervisor).  Do either (or both) of these principals authentically embrace the change?  

A common expression linked with this support is “walking the talk” (Armenakis, 2007). 

Readiness to Change. Readiness to change suggests the extent to which those covered by 

change are independently and communally ready, driven, and technically skillful of implementing  

the change (Holt, 2010; Holt & Vardaman, 2010; Journal of Change Management, 2010). 

Valence. Armenakis (2007) posted the issues “What’s in it for me?”. If we cannot contend 

with our foreign rivals, we’ll lose our source of revenue and income ” (Armenakis, 2007).  Valence 

stemmed from Vroom’s (1964) work on motivation and denotes the attractiveness (from the 

change recipient’s perspective) linked with the perceived consequence of the change (Armenakis, 

2007). Valence can be segmented into extrinsic and intrinsic categories (Armenakis, 2007).  

Extrinsic valence represents the benefits or advantages achieved from adopting the new behaviors).  

Incentive systems, like gain-sharing programs (Armenakis, 2007; cf. Bullock & Tubbs, 1990), add 

to the identified benefits of the change effort (Armenakis, 2007). 

 

Methodology 

 

Research Design 

The study utilized a descriptive and correlational design to examine and observe the 

relationship of organizational culture and readiness to change.  Correlational research is valuable 

in a wide range of studies.  Major applications of correlation are categorized as (1) determining 

relationships, (2) assessing consistency, and (3) prediction (edt.missouri.edu).  Correlational 

research approaches are used to establish associations and patterns of relationships among 

variables in a single group of subjects.  In correlation studies, a scholar may be able to assert a 

hypothesis about a predictable relationship. If two variables are correlated, then one variable can 

be used to forecast the other. 

The variables are defined as involvement, consistency, adaptability, and mission (Pool, 

Javad Khazaei, Ali Asadi, Peter Forte, & Mohammad Reza Ansari, 2014), all of which are 

elements of organizational culture (Denison & Neale, 1996; Pool, et al., 2014).  The instrument 

Organizational Culture Survey (OCS) by Dr. Daniel Denison was utilized for the study however 

the wording of the questionnaire was improved for easy comprehension of the survey respondents. 

To ensure reliability and consistency of the improved Denison’s Organizational Culture Survey, 

the survey tool was pre-tested (Tibon, 2015) by giving out to fifteen (15) respondents from another 

Philippine-based manpower outsourcing company. These respondents comprised a mix of human 

resource practitioners and accounting staffs. The results of the pre-test were checked for Reliability 

Analysis to verify the reliability of the survey tool. The alpha values generated were discovered to 

be exceeding the acceptable level of .60 in experimental investigation as expressed by Hair, et al 

(1998).  
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 The other variable is termed as readiness to change and was measured using 

Organizational Change Recipients’ Belief Scale (OCRBS) by Dr. Achilles A. Armenakis et al, 

2007). The said instrument assesses organization’s readiness for change by determining the level 

to which the (Rangarajan, 2004) members’ beliefs include necessary precursors to change, 

including discrepancy, appropriateness, efficacy, principal support and valence. 

Surveys are administered to all full time employees from various ranks and levels of 

responsibilities from within the organization, particularly from the core group human resource 

department and finance or accounting department- comprising those on regular and probationary 

employment status.  The participants were selected using convenience sampling. 

The respondents were asked to complete demographic information for reference purposes 

only.  The respondents’ profile in terms of gender, age, years of service, job rank, employment 

status and educational level was recorded for reference purposes. 

 

Respondents of the Study 

The study was primarily concentrated to one (1) manpower outsourcing provider only, 

Paramount Human Resource Multi-Purpose Cooperative (PHRMC).  Surveys were administered 

to all full time staffs from assorted ranks and levels of responsibilities from within the firm, 

comprising those on regular and probationary employment status assigned at the Quezon City 

Corporate Office. 

Paramount Human Resource Multi-Purpose Cooperative was established in 2005 in 

Quezon City, a duly registered entity of the Cooperative Development Authority (CDA).  

Paramount started with 200 members and 2 business partners.  After almost 9 years, they now have 

a roster of more than 6,500 members deployed to 55 business partners (with group of companies 

and franchisees) with functions ranging from butchers, hotel housekeepers to store managers and 

management trainees.  To support the needs of the members and the business partners, they have 

150 office-based personnel handling administration, accounting and human resources. With its 

cooperative set up, it is understood that the firm is legitimately owned and operated by its worker 

members. The membership is open and voluntary. Being a labor-managed firm, the organization 

is characterized by democratic control at all levels and workers are expected to share in its profits. 

 

Sampling Procedures 

The study utilized both regular and probationary employees of PHMC, particularly those 

from the core groups human resource department and finance department.  A sample frame or 

complete employee masterlist was provided by the Human Resource Department for easy 

identification of those who will be part of the study however due to respondents’ availability, the 

researcher had to resort to convenience sampling, a non-probability sampling technique 

considering the challenge mentioned. In this method, the researcher used respondents who were 

available to participate and take part in the survey study.  Here, the convenience samples were 

composed of individuals who were easy to reach at the time the survey was conducted. Subjects 

were chosen because of their convenient ease of access and proximity to the researcher. Note 

however that despite this challenge, the researcher made sure that the sampling technique utilized 

still satisfied the requirements of the statistical treatment employed to guarantee valid and reliable 

analysis and interpretation of data. 

 

  



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

606 

 

Research Instruments 

Organizational Culture  

Organizational Culture Survey (OCS) by Denison (2012) 

 

The OCS is founded on four (4) cultural traits that have been shown in the literature to have 

an influence on organizational performance: involvement, consistency, adaptability and mission 

(Denison & Mishra, 1995; Gordon & Di Tomaso, 1992).  It is a self-administered survey consisting 

of 60 questions with four subscales, with one subscale measuring each of the cultural feature 

dimensions-involvement, adaptability, consistency and mission.  Each of these traits is determined 

with three component or segment indexes and each of those indexes is appraised and gauged with 

five survey items  in the form of a 5-point Likert type scale with values ranging from 1 (strongly 

disagree) to 5 (strongly agree).  The instrument was approved by the author for free usage with up 

to 500 respondents.  A few sample items as discussed by Yilmaz (2008) are: “most employees are 

extremely immersed in their work.”, “information is broadly and extensively discussed so that 

each one can get the material he or she needs when it is needed” (Asmawi, 2011) (involvement 

trait), “the way things are done is very flexible and simple to change” (adaptability trait), and 

“attempts to create change usually meet  with resistance” (adaptability trait, reverse item), “our 

approach to doing business is very reliable and foreseeable” (consistency trait) and “there is a 

long-term purpose and direction)” (mission trait).   

The coefficient alpha for the involvement scale was .76, and for the adaptability scale was 

.63 as cited by Khan, S.Z. (2011) in his study of organizational change and the role of 

organizational culture and employees’ trust in their managers).   The instrument was also utilized 

in study of the relationship between organizational culture and readiness to change in a U.S. 

military group within Japan by Todd Carver (2012) and the author has confirmed the coefficient 

alphas for the four subscales ranged from .70 to .85, demonstrating an acceptable and satisfactory 

level of internal consistency for all indexes (Denison et al, 2006).  The complete survey items with 

corresponding culture indexes are presented in Microsoft Excel File format.  Sarah Patrick of 

Denison Consulting provided a resource of a wide variety of published articles on their website 

that can give further background on statistical validation, literature reviews and methodology.   

It is noteworthy to mention that as a result of the suggestions from the proposal defense 

panel, the wording of Denison’s questionnaire was improved to be more understandable to 

PHRMC employees. The instrument was likewise pre-tested by facilitating it to fifteen (15) 

respondents from another Philippine-based manpower outsourcing company. These respondents 

comprised a mix of human resource practitioners and accounting staffs. The results of the pre-test 

were checked and validated to Reliability Analysis to determine the dependability and consistency 

of the survey tool. The alpha values generated were found to exceed the acceptable level of .60 in 

empirical research as expressed by Hair, et al (1998).  This is shown in Table 1. 
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Table 1: Summary of Cronbach’s Alpha Values for Improved Denson OCS 

_________________________________________________________________ 

Dimension   Item Numbers  Cronbach’s Alpha 

________________________________________________________________ 

 

Involvement            #s 1-15   .902 

 

Consistency    #s 16-30   .897 

 

Adaptability              #s 31-45   .861 

 

            Mission   #s 46-60   .845 

_________________________________________________________________ 

 

Readiness for Change 

1.) Organizational Change Recipients’ Belief Scale (OCRBS) by Armenakis et al (2007) 

The OCBRS is a self-administered survey comprising of 24 questions with a 5-point Likert 

type scale with values ranging from 1 (strongly disagree) to 5 (strongly agree).  Permission to 

utilize the OCRBS has been granted.  OCRBS is a suitable evaluation instrument that is relevant 

and can be utilized throughout all three phases of organizational change: readiness, adoption, and 

institutionalization.  It is a psychometrically comprehensive measure that measures five key and 

critical beliefs recorded in previous study to be appropriate and valid to organization development 

and change efforts (Armenakis, 2007).  The instrument calculates an organization’s readiness for 

change by ascertaining the range and level to which the (hrd.sagepub.com) members’ beliefs 

involve necessary precursors to change, including discrepancy, appropriateness, efficacy, 

principal support and valence.   

Internal consistency reliabilities were acceptable for both the subscales and the overall 

OCRBS in each of the three firms described in three previous studies as quoted by Armenakis, et 

al (2007).  Specifically, coefficient alpha for discrepancy, appropriateness, efficacy, principal 

support, valence, and overall change recipients’ beliefs for Medical Division (MD) were .92, .95, 

.86, .87, .90, and .94, respectively (Armenakis, 2007). Coefficient alphas for Plant Manager of a 

goods manufacturer (PM) were .89, .89, .76, .75, .82 and .90, respectively (Armenakis, 2007).  

Finally, coefficient alphas for Public Safety Organization (PSO) were .70, .92, .76, .69, .78 and 

.92, respectively. 

A few sample as cited by Rashid, Humayun Zhao, Lin (2010) items are : “we needed to 

change the manner  we performed some things in this organization” (discrepancy), “I believe the 

change from [this] to [that] will have a favorable outcome on our processes ” (appropriateness),” 

I believe we can effectively apply this change” (efficacy) , “Most of my valued colleagues have 

welcomed the change” (principal support) and “The change from [this] to [that] will benefit me” 

(valence).  

 The original assessment instrument can be found in:  Van den Heuvel, Schalk, & van 

Assen 2015; Armenakis A.,Bernerth J., Pitts J., and Walker H. (2007).   Organizational Change 

Recipients’ Beliefs Scale: Development of an Assessment Instrument. Journal of Applied 

Behavioral Science 43; 481.  Downloaded from http://jab.sagepub.com by on May 5, 2009.  The 
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instrument was also utilized in the study of transformational leadership and change readiness using 

assessments for near-term perspective organizational intervention by Stephen Donald Griffith 

(2010).  The scales developed by Holt, Armenakis, Field, and Harris (2007) are in accord with the 

procedure described by Hinkin (1998) for scale development (Khan, 2011). 

 

Method of Data Collection 

Primary Sources 

Before the cascade, implementation of the study and data gathering, clearance was  

obtained from the Human Resource department of the company.  Procedures and timeline details 

were clearly defined to make sure that the much needed responses are gathered on the date agreed 

by all.  Once the survey questionnaire forms were approved and validated for usage, an orientation 

was conducted on how the questionnaires will be accomplished.  An interview with key human 

resource representatives was made as well to understand fully the current situation and issues of 

the organization relating to change readiness. 

The researcher collaborated with the human resource division of the company in the 

briefing, cascade of instructions, reminders and distribution of survey questionnaires. A complete 

employee masterlist was secured from human resource department.  For the first batch of thrity 

(30) respondents, this researcher had the survey questionnaires administered and distributed 

herself among all full time direct hired office employees (both regular and probationary) of the 

outsourced human capital solutions cooperative, PHMRC in Quezon City. Before giving the 

survey form, the purpose of the study and questions wer explained to the respondents so they can 

easily fill the survey forms with suitable replies.  A human resource representative was present the 

entire time to assist the researcher on the conduct of the survey. Accomplished survey sheets were 

all collected from the thirty (30) respondents soon after on the same day, November 12, 2015.  

A second run of the survey was done on November 23, 2015. Administered by PHRMC 

HR Account Manager for the remaining twenty eight (28) respondents, the accomplished answer 

sheets were mailed to the researcher shortly after. 

It is important to mention that a consent to record survey responses was obtained and a 

confidentiality clause was specified in every survey question form to assure respondents of the 

privacy of the data gathered.  After collecting the accomplished survey forms, these questionnaires 

were coded and entered into SPSS (version 20) for further examination and analysis. 

Secondary Sources 

Secondary sources were also be utilized.  Scholarly and business-related journals from 

online resources were used in this research paper.  Most of the material included in the review of 

related literature came from online Internet-based journals and unpublished books and theses from 

the DLSU online library and Proquest.  These were examined to further answer and augment the 

research objectives of this paper.  The Internet sources also include the company website and other 

Internet articles. 

 

Methods of Data Analysis 
To facilitate analysis and interpretation, the data gathered from the survey feedback of the 

respondents for the period November 12, 2015 and November 23, 2015 were studied and evaluated 

using the descriptive and quantitative method.  The survey questionnaires given to the respondents 

provided data coming from the employees’ perspective. To address the main problem and 

objectives of the study, the data were treated statistically to further understand the relationship of 

the variables.  
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Using the Denison Organizational Culture Survey, the dominant culture traits in both 

organization units (human resource department and finance or accounting department) were 

measured based on the following: Adaptability, Involvement, Mission and Consistency. Analysis 

of the data was done using descriptive statistics and this method includes computing mean, 

frequencies and standard deviations. The highest scores for the dimensions of organizational 

culture determines the culture dominant in each of the organizational unit. The test instrument 

Organizational Change Recipients’ Belief Scale (OCRBS) was used on the other hand, to measure 

the other variable, readiness to change, details of which were discussed above. 

The survey responses were examined using Microsoft Office Excel data analysis and SPSS 

(version 20.0) statistical software. Using the Microsoft Office Excel, the survey scores of 

organizational culture (independent variable) per respondent and per organizational unit were 

taken by averaging the scores that represent each organizational cultural trait in the survey.  There 

were a total of sixty survey responses for each respondent, each of the four cultural traits accounts 

for fifteen of the survey questions.  An averaging of scores per respondent and per organizational 

unit or department was also made on readiness to change based on the twenty four survey 

questions, each representing the five variables- discrepancy, appropriateness, efficacy, principal 

support and valence. The descriptive statistical analysis, particularly the mean, frequencies and 

standard deviations helps assess the dominant culture trait of each organizational unit and likewise 

determine the respondents’ level of readiness for change. 

By using Spearman Rho correlation analysis, the researcher intended to prove the first 

and second hypothesis which asserts that “readiness to change is strongly associated with 

adaptability and involvement cultural traits” and “readiness to change is moderately associated 

with mission and consistency cultural traits” as what the literature have earlier presented. The data 

was statistically tested using Spearman’s rank correlation coefficient because it is appropriate for 

ordinal variables-the variables used for the present study. It is also a nonparametric measure of 

statistical dependence between two variables for distributions that are not normal.  

The said statistical treatment is utilized for the study since it is appropriate in measuring 

the strength and direction of association that exists between two variables measured on at least an 

ordinal scale. In the present study, there is a clear ordering of the variables. For instance, a 5-point 

Likert scale was utilized to measure organizational culture and readiness to change (e.g., a 5-point 

scale from “strongly agree” through to “strongly disagree”).  Laerd Statistics (2013) explains that 

it is only appropriate to use a Spearman’s correlation if the data “passes” two assumptions that are 

required for Spearman’s correlation to give researchers a valid result. The present study is believed 

to have met the said assumptions (the two variables should be measured on ordinal scale and there 

needs to be a monotonic relationship between variables) since the variables under study are both 

on ordinal form as earlier discussed and there is a presumption explaining that when either the 

variable increase in value together, or as one variable increases, the other variable decreases.  

An inspection and analysis of the difference between levels of readiness to change of 

Adaptability and Involvement-dominated organizational units as well as Mission and Consistency-

dominated organizational units was also made using Kruskal-Wallis H Test. This statistical 

measure is a non-parametric test-this means that it does not presume that the data or numbers come 

from a distribution that can be absolutely illustrated by two parameters, mean and standard 

deviation (the way a normal distribution can). The said statistical method is the best to test the 

third research hypothesis for the following reasons: first, the dependent variable (readiness to 

change) is measured at the ordinal level, particularly likert scales (e.g., a 5-point scale from 

“strongly agree” through to “strongly disagree”) (www.ohiolink.edu); secondly, the independent 
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variable (organizational culture) consists of two categorical, independent groups and lastly, there 

is independence of observations which means that there is no association between the observations 

in each group or between the groups themselves. 

 Laerd Statistics (2013) cited as example the different participants in each group with no 

participant being in more than one group. In the present study, respondents either belong to the 

human resource department or accounting division. No one belongs to more than one department. 

All of these assumptions have to be established to ensure that the statistical test or measure being 

used is appropriate for the study. It is believed that if the analysis will result to a p value of less or 

equal to 0.05, it is presumed that the readiness to change is related to organizational culture 

whereas if the analysis will result to a p value that is more than 0.05, it is believed that the variables 

are not related.  

The researcher opted to retain all survey responses despite the presence of missing data 

since the non-response items were actually spread out and accounts for 14 out of 58 respondents 

or 24.14% of the over-all participants of the study. 

 

Results and Discussion 

 

The problem addressed in the current study was that although instant and across-the-board, 

far-reaching changes are customary and expected, many organizations still wrestle and often flunk 

when trying to carry out change initiatives. Thus, this researcher examined the relationship 

between organizational culture and readiness to change in a Philippine-based manpower 

outsourcing cooperative. This section covers the significant findings and the results of the data 

analyses as they relate to each of the research problems of the study. Then, the results are assessed 

in the context of past research in this area and the chapter concludes with a summary. 

 

5.1  The Importance of Human Resource and Finance Perspectives With Regard to 

PHRMC Culture and Readiness for Change 

 Convenience sampling, a non-probability sampling technique, was employed to select the 

respondents of the study. Both regular and probationary employees of PHRMC, particularly those 

from the core group human resource division and finance division, participated in the survey study 

conducted on November 12 and November 23, 2015 at PHRMC Corporate Office in Quezon City. 

A total of 58 employees participated in the study.  77.59% of which from the Human 

Resource Department while 22.41% are from the finance department. The respondents are 

generally young with 67.24% on the age bracket of 19-28 years old (Generation Y) and 32.76% 

on the age bracket of 29-44 years old (Generation X). The respondents are dominated by the female 

population at 55.17% and majority of them are single at 77.59%. Many of these respondents are 

relatively new with the company, about 56.90% of the total respondents have been employed for 

not more than 2 years. Table 2 shows a profile summary of respondents. 
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Table 2: Breakdown And Profiling Of Respondents 
BASED ON DEPARTMENT 

Organizational Unit  Number of Respondents % 

Human Resource  45    77.59% 

Finance    13    22.41% 

 
BASED ON AGE 

Age    Number of Respondents % 

19 to 28 years old (Gen X) 39    67.24% 

29 to 44 years (Gen Y)  19    32.76% 

 
BASED ON GENDER 

Gender    Number of Respondents % 

Male    26    44.83% 

Female    32    55.17% 

 
BASED ON CIVIL STATUS 

Civil Status   Number of Respondents % 

Single    45    77.59% 

Married    13    22.41% 

 
TENURE 

Tenure    Number of Respondents % 

Below 2 Years   33    56.90 

2 to 5 Years   21    36.21 

6 to 9 Years   3    5.17% 

10-15 Years   1    1.72% 

 

 Since the current study focused on the relationship of organizational factors, specifically 

organizational culture on readiness for change, the demographic variables and its relationship to 

change readiness have yet to be tested.  However, it is noteworthy to mention that the profiling 

done displays the organizational members’ attributes which in one way or another gives the 

organization a general view of how diverse today’s workforce is.  The data presented also may 

guide the organization on the necessary reinforcement needed to match the change agents’ 

attributes for it is not only the kind change being introduced that matters now but also the 

characteristics of potential adopters and change agents.  Taking this into account, it follows that 

strategies must be delivered, carried out and be assessed eventually to ensure effectiveness in this 

context.  

Truly, undertaking change in the workplace is the hardest and most challenging thing to 

do for an employee.  Not all employees can willingly and enthusiastically adapt to organizational 

changes.  Employees will need time to attune and deal with changes introduced in the workplace.  

With the presence of multi-generations in today’s businesses as shown in Table 2, these 

transitions can’t happen instantly.  These unpredictable episodes and circumstances in the 

workplace will need time as habits do not change abruptly.  One should never be in a rush to see 

effects of change immediately.  The organization must also give ample time to the employee 

workers for them to get along and relate as the transition happens for we cannot force anyone to 

embrace change all of a sudden.  
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To institutionalize change, Armenakis et al (1999) explained that a chain of pattern or 

process is expected to come about and that a certain level of readiness must be present before a 

person adopts to change.  Institutionalization is best achieved once the person completes the 

change process.  Varying levels of openness and commitment to change may have its effect on 

the success of change implementation however it is also for future researchers to investigate 

further as this study specifically focused on knowing the relationship of organizational factors, 

particularly organizational culture to readiness to change and did not really dwell on the 

relationship of individual factors (i.e. perceived control, flexibility, candidness to change, 

dedication to change, and engagement) to readiness for change. 

Further, the profiling done does not blatantly describe how employment tenure among 

many other demographic variables, relate to change readiness for it is also for future researchers 

to study further given the scope and limitation of the current research.  It would be too premature 

to conclude employment tenure as a predictor for change readiness given the extent and coverage 

of the study as earlier presented.  The profiling of respondents as shown in Table 2 may guide 

PHRMC direct their interest to the group which appears to have depleted intensities of readiness 

for change on the basis of demographics.  As support to this, the succeeding tables 5, 6 and 7 

provides a summary mean score of each division’s level of readiness for change on an overall 

view and on a per component basis.  

Looking at the demographics just presented and considering the challenge of PHRMC in 

achieving “oneness” and integration of teams despite the so many changes in their daily operations, 

it seems apparent that today’s workforce is diverse and dynamic.  This diversity which translates 

to differences in beliefs, values and cultural orientation just proves how people behave and react 

differently with everyday situations.  These everyday life-changing situations however need not 

be too traumatic and nerve-racking for employees.  Organizations have to constantly remind 

themselves of their obligation in ensuring that best effort is done to guide the employees in 

accepting change, thus bringing them to a state of readiness.  As business partners, PHRMC’s core 

divisions are not only key players but also change agents for both human resource and finance 

divisions’ daily operations have the biggest impact to organization. 

Building on the idea just presented, the role of human resource division and finance 

division becomes more critical as the demands of their client company gets even higher.  The 

Human Resource Division which is engaged to be responsible for the following key functions – 

attract and onboard, develop and deploy, motivate and retain and also, partner and collaborate 

therefore has to position themselves ready for these challenges.  On the other hand, the Finance 

Division which is tasked to deliver the daily financial and operational efficiencies of the business 

should likewise put themselves at the front row of any change initiative particularly the ones that 

relate to financial perspective, internal operations development and customer perception. The 

collaboration of these organizational units is essential to the business for its daily operations is a 

chain of process and the role each of the individuals matter at any given phase. Truly, adapting to 

change and anticipating it is a reality which the organization has to embrace for there is more 

change coming. Both the human resource and finance division are business partners and the kind 

of work they do contributes to the success or failure of the organization that is why PHRMC has 

to invest in culture building to take the people to a state of readiness and acceptance of any change 

initiative. 
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5.2 Prevalent Organizational Culture of Human Resource Division: Involvement   
 The organizational culture dimensions were scored using Likert’s 5-point  scale in terms 

that illustrate and define their organization as it is at the present time with 5 as “Strongly Agree”, 

4 as “Agree”, 3 as “Neutral”, 2 as “Disagree” and 1 as “Strongly Disagree”. 

From the study conducted, it was found that the Human Resource division is Involvement-

led, as shown by the generated mean which is 3.99-the highest among all the other three culture 

traits. Table 3 shows a summary of the organizational culture mean scores of respondents from the 

human resource division. 

 
Table 3 

Average Mean Scores On Organizational Culture: 

Human Resource Division 

_______________________________________ 

Culture Type   Mean 

_______________________________________ 

Involvement   3.99 

Consistency   3.72 

Adaptability   3.78 

Mission    3.71 

_______________________________________ 

 

Involvement Culture, as described by Denison (2012) is where the work environment 

cultivates a friendly place to engage in. The dimensions of empowerment, team orientation and 

capability development is said to be evident in this kind of culture trait (Denison 2012). It is 

believed that organizational cultures high in involvement and participation produce among its 

people a sense of ownership and accountability (Denison, 2012).  Similarly, the Competing Values 

Framework by Quinn (1988) has coined it as “Group or Clan” culture which has the characteristics 

of teamwork, participation, empowerment and concern for ideas. 

 True to its sense, the dimensions empowerment, team orientation and capability 

development are apparent to human resource practitioners for their work is not limited to talent 

acquisition but also in the maintenance and advancement of human resources.  In the context of 

empowerment, the human resource division through its efforts in making people engaged in the 

work place, continuously makes employees feel educated, interested and immersed in the work 

that they do.  The human resource division ensures that the employees feel they have a clear and 

positive influence to the organization.  As to team orientation, the thrust of the human resource 

division to establish strategic alliance is manifested in their constant endeavour in culture building 

and industrial peace.  Teamwork is nurtured, encouraged and practiced.  They constantly aid 

employees in understanding and appreciating partnership and alliance, likewise, feel equally 

responsible for common goals and objectives.  The right work environment and culture is displayed 

though its effort in ensuring dynamic and fun company culture.  Its role in ensuring capability 

development is also clearly felt and seen through their efforts in promoting career management, 

work enrichment, training and development. 

Generally, the human resource division is tasked to promote development and productivity 

by making sure that the people are ready, prepared and willing to pursue both professional and 

personal development.  Career development and growth (career progression and succession 

planning), competency build up and performance management, learning, education and 

consultation all fall into this category. The Human Resource Division guarantees that the 
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employees are empowered and that their skills and competencies are increased to higher levels and 

are upgraded.  By this, the organization is also assured that it employs people who have the skills 

necessary to efficiently operate at high levels consistently. 

 

5.3 Prevalent Organizational Culture of Finance Division: Mission 

It was established that the Finance Division is more mission-led, as shown by the generated 

mean score of 4.16. Table 4 displays a summary of the organizational culture mean scores of 

respondents from the finance division. 
Table 4 

Average Mean Scores On Organizational Culture: 

Finance Division 

_______________________________________ 
Culture Type   Mean 

_______________________________________ 

Involvement   4.10 

Consistency   3.99 

Adaptability   4.06 

Mission   4.16 

_______________________________________ 

 

The mission culture as described by Denison (2012) looks at goals and objectives, 

strategic direction and intent and vision as vital components.  Similarly, Quinn’s (1988) 

Competing Values Framework introduced the “Rational or Market” culture where task focus, 

clarity, efficiency and performance are the identified elements present.  These traits resembles that 

of Denison’s Mission culture and clearly, it can be established that organizations that are mission-

led drives people to know where they are heading and how they are going to get there. 

Relating these dimensions with the characteristics of accounting personnel, it is seemingly 

understandable to expect that they have positioned themselves to be aligned with the strategic 

direction of the organization to meet operational efficiency.  These people are known to be focused 

and determined by goals and objectives.  Knowing how tedious their job can be, they still manage 

to stay focused on the organization's objectives. Employees understand the key strategies of the 

organization and they understand the vision and its implications for the work they do.  They 

generally feel that there is clear line-of–sight and everyone working has a clear sense of purpose.  

In the context of Goals and Objectives, the Finance Division is generally observed to have 

the consciousness and awareness of how the short-term goals are linked with their day-to-day 

work.  They understand how ambitious their goals could be but believe all these are realistic. In 

understanding Strategic Direction and Intent, they recognize the key strategies of the 

organization and relate it with their work. They understand the Vision and its repercussions for the 

work they do.  This clear foresight motivates and excites them to drive for excellence and 

efficiency. 

 

5.4 Levels of Readiness for Change : Human Resource vis a vis Finance Division 

 Table 5 shows the respondents’ average scores in the 24-item survey on readiness for 

change. The readiness for change dimensions (discrepancy, appropriateness, efficacy, principal 

support and valence) were scored using Likert’s 5-point  scale in terms that define their 

organization as it is at the present time with 5 as “Strongly Agree”, 4 as “Agree”, 3 as “Neutral”, 

2 as “Disagree” and 1 as “Strongly Disagree”.  
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Table 5 

Overall Average Mean Scores Of Respondents 

On Readiness For Change 

 

Division   Number of Respondents Mean RC 

1 (HR)    45    3.94 

2 (Finance)   13    4.28 

 

Contrary to what is expected, the present study reveals that the mission-led group (Finance 

Division) is more ready for change as compared to the involvement-led group (Human Resource 

division) which proves to have only a moderate association between culture and readiness for 

change as expressed by the means scores in Table 5.  

The Human Resource Division, which was described as involvement-dominated, looks at 

empowerment, team orientation and capability development essentially important.  Because of 

this, employees feel mutually accountable for common goals.  Having this in mind, they may 

develop a deep feeling of belongingness and participation.  However despite it being too fluid and 

adaptable, the human resource department is still expected to be on the side of the management all 

the time for  they are not only policy makers but also the “eyes and ears” of the organization.  They 

still rely on the management’s directives for all important decisions concerning the organization 

and its people.  Considering its nature, their being collaborative permits more opportunity to work 

watchfully and intently with the management in making crucial and valuable decisions for the 

company.  With their consultancy function, HR practitioners are very much involved in dealing 

with the everyday issues concerning people. Being an “alter-ego” of the management, the Human 

Resource Division despite their undeniable involvement and participation, is still likely to align 

with the management because of the very nature of their work functions. 

On the other hand, the Finance Division which was found to be mission-led appears to be 

more ready to embrace change than involvement-led Human Resource group for the goals and 

objectives, strategic goals and intent and vision all make these people realize the value of having 

efficient and competent leaders who “walk the talk”.  Employees who trust the management’s 

directions and objectives may have position themselves ready to face changes for they feel that the 

organization has clearly defined the goals and objectives which ensues success.  The employees’ 

trust on their management makes them more ready to accept any change initiative as may be 

prescribed by the organization.  Employees seem more ready to go through whatever direction 

their efficient leader drives them because they know that the organization’s clear purpose gives 

them a sense of direction. 

A mission-led division, it is somehow expected that wherever the management drives them 

to go, they will follow since they acknowledge how the strategic direction and intent of the 

organization leads them to achieving operational efficiency and success.  They understand fully 

well how the purpose and intentions of the business prepare them to the road of success that is why 

have positioned themselves ready to support the management with its aims.  By “walking the talk”, 

the respondents from this group feel that the influence of their leaders perform an essential  part in 

the success of any change effort.  Equally important also is developing a belief that some change 

is necessary and that they are capable to implement the change initiative (Armenakis, 2007).  The 

respondents also think of the potemtial benefits and advantages of the change initiative which 

makes them all the more motivated to support that change (Armenakis, 2007). 
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 On a per dimension basis, Table 6 and Table 7 shows a summary of mean scores of 

readiness for change both for the human resource and finance division. 

 
Table 6 

Average Mean Scores Of Respondents On Readiness For Change 

Human Resource Division 

______________________________________ 
RC Dimension  Mean RC 

______________________________________ 

Discrepancy  4.11 

Appropriateness 3.94 

Efficacy  3.97 

Principal Support 3.87 

Valence  3.86 

_____________________________________ 

 

 As shown in Table 6, the dimension “Discrepancy” generated the highest mean score 

among all the other four (4) for the human resource division. There seem to be an indication that 

the belief that some change is needed is evident among the human resource group. There seem to 

be a strong certainty that a necessity for change exists. Being an Involvement-led group, it is 

somehow expected that these people are conscious of the need for change for the human resource 

division is constantly in the look-out to improve their systems and processes. Empowerment, Team 

Orientation and Capability Development which are all essential elements of the culture trait 

“Involvement” only proves that as the organization advances, it constantly drives their people to 

“oneness” by upgrading their skills and competencies. There is a shared sense of accountability, 

ownership and commitment of the employees and it is apparent in their display of consciousness 

and acceptance of the need for change.  

 The Finance Division, on the other hand, generated the highest mean score for Principal 

Support at 4.31 as can be seen in Table 7. Although it appears to be the highest of all, it is 

noteworthy to mention that the mean scores for Discrepancy, Appropriateness Efficacy and 

Valence are so close that the researcher had to consider all five (dimensions) essential in the 

analysis of the data.   

 

Table 7 

Average Mean Scores Of Respondents On Readiness For Change 

Finance Division 

______________________________________ 
RC Dimension  Mean RC 

______________________________________ 

Discrepancy  4.29 

Appropriateness 4.29 

Efficacy  4.26 

Principal Support 4.31 

Valence  4.23 

_____________________________________ 
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Having garnered an overall mean score 4.28 for all five dimensions of readiness for change 

which is higher than the generated overall mean score from that of the human resource division, it 

only proves to show just how their being Mission-led is linked to their readiness for change.  The 

results have revealed that by seeing their leaders “walking the talk”, they are all the more 

convinced of the organization’s transparency, particularly on its goals and objectives, the strategic 

direction and intent, as well as vision.  Leadership is influence and this influence drives decisions 

and results.  Knowing that the support system of their mentors and leaders are there to guide them 

through these challenging times of change is more than enough for them to feel that they are ready 

to embrace whatever change initiative the organization is planning to take. 

 In this particular case, the Finance division which is mission-led appears to be more ready 

for change than the Human Resource division, an involvement-led group.  A probable reason for 

this could be because there is an acknowledgement that indeed, principal support or the influence 

of leaders have much to contribute to the likelihood of whether or not the people will buy the idea 

of change in the organization. Denison (2012) has emphasized goals and objectives, strategic 

direction and intent and vision as core components of a mission-driven organization and for this 

particular study, it appears that these concepts align with the statistical data, confirming just how 

principal support or leadership influence is clearly manifested in organizations that are mission-

led.  It therefore confirms Denison’s (2012) argument, stressing that organizations tend to operate 

more efficiently when there is a clear direction and vision as to where they are heading.  With the 

key role of leaders and support system in the work place, it is more likely that the strategic 

directions of the organization are well embedded in each and every individual across the company. 

On the other hand, the Human Resource Division which was found to be Involvement-led, 

just proved how the core components of empowerment, teamwork and capability development are 

apparent in their everyday work.  As the statistical data on readiness for change suggests, scoring 

high on “discrepancy” is a clear indication of acceptance that indeed, these people acknowledge 

the need for change.  This acknowledgement may not imply readiness to accept that change 

instantly but at least the organization is getting ready to be at the level of certainty and full 

acceptance of that change.  True to its sense, human resource practitioners are business partners.  

They are perceived to be the “alter ego” of the organization.  The human  resource practitioners 

are not just planners but doers as well for they are engaged to echo and cascade any change 

initiative as directed by leaders.  As such, having the consciousness and realization that change is 

needed prepares them to a state of eagerness and enthusiasm for change.  Having a clear mindset 

and strong belief that change is needed is a step to achieving readiness for change. 

 

5.5 The Relationship between Organizational Culture and Readiness for Change 

Table 8 presents Spearman’s correlation, and its significance value. The sample size 58 is 

where the calculation was based on. As can be seen, the Spearman’s correlation coefficient is 

0.706 for Mission trait with a p-value of .000. 

 
  



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

618 

 

Table 8 
Correlation Coefficient and p-value Summary of Organizational Culture Traits 

and Readiness for Change using Spearman Rho Correlation Analysis 
 

DIMENSION   CORRELATION  SIG. (2-TAILED)  INTERPRETATION 

COEFFICIENT     

Readiness & Involvement .426  .001  moderately associated 

Readiness & Consistency .590  .000  moderately associated  

Readiness & Adaptability .578  .000  moderately associated  

Readiness & Mission  .706  .000  strongly associated  

 

 Looking at the data presented, it appears that among the four organizational culture types, 

only one has shown a strong association with readiness for change.  As can be seen in Table 8, 

only the Mission trait generated a correlation coefficient between .67 to 1.00 which indicates a 

strong association while all the other three organizational culture traits has proven to have 

moderate association only to readiness for change.  Hypothesis 1 is rejected for the reason that the 

results have shown moderate association only both for Adaptability and Involvement culture traits 

to readiness for change as evidenced by the correlation coefficient and p-value seen in Table 8. 

Thus, with the data at hand, this present research is then found to be in contrast to study of 

Smircich (1983) which emphasized that the two cultural dimensions of involvement and 

adaptability are the ones that are useful for organizational change or employees’ readiness for 

change.  This present research likewise is in contrast to the argument of Denison and Mishra (1995; 

p. 216) explaining that “involvement and adaptability express traits associated to an organization’s 

ability to change.  Unlike the previous studies, this author has found the contention that 

involvement and adaptive culture are helpful for implementation of change not strong enough 

given the present finding showing only a moderate association for Adaptability and Involvement 

culture traits to readiness for change.  Also contrary to what is expected, the results of the study 

does not confirm the claim that firms that are high  in involvement and adaptability traits can adjust 

in response certain conditions and circumstances since the findings of this study has proven that it 

does not hold true for select samples, particularly on PHRMC employees.  This may be due to the 

kind of samples employed but it is also for future researchers to examine further.  The respondents 

of this present study which are primarily human resource practitioners and finance employees on 

probationary and regular employment status from a manpower outsourcing cooperative may have 

characteristics and salient features which may have an influence on the analysis and interpretation 

of data.  Hence, it is suggested that further investigation has to be made on demographics or 

individual factors and its relation to change readiness to conclude this. 

This study also lacks the evidence to prove that involvement and adaptability culture-

dominated organizations tends to be successful at being inventive and gratifying their customers 

because the association of these culture traits to readiness for change does not qualify to be strong 

enough to support the claim.  In the same way, this present study also does not support the Dynamic 

Tension of External Focus as explained by Denison (2012) which argued that the organizations 

are skilled and proficient to adjust and change in response to what they grasp and see and hear 

from their customers and other stakeholders when the culture trait of adaptability is prevalent.  

Evident also in the result of the present research is the non-confirmation of the earlier notion that 

participation and involvement assumes greater significance when organizations are contemplating 

and implementing change (Mdletye, Coetzee  & Ukpere, 2014) for the association is not strong 

enough to support it.  Just the same, the present study also does not prove that such cultures are 
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likely to be efficient in reducing defiance to change (Saruhan, 2014).  Further, it also lacks support 

in justifying the argument of Quinn & Cameron (2012)  using the Competing Values Framework 

explaining that an organization that gives emphasis on group or clan culture (similarly regarded to 

as Involvement trait)  where the organization places superior emphasis on teamwork, participation, 

and consensus (Yazici, 2011) fosters more flexibility in dealing with changes.  The present study 

also does not confirm the idea that employees are more likely to have higher degree of readiness 

for change when they recognize their work situation to have the qualities and features associated 

with involvement/group or clan culture (Eby et al., 2000; Jones et al., 2005; Journal of 

Organizational Change Management, 2014).   It also appears that this study is in contrast with the 

earlier findings stressing that involvement-led organizations are more likely to be prepared 

psychologically or emotionally and ready to employ change initiatives (The Journal of 

Organizational Change Management, 2014) since the results are not strong enough to prove these 

claims. 

 As to Adaptability culture trait, it appears that with the select samples used in the present 

study, the result is not strong enough to support the contention of Cameron and Quinn’s (2006) 

claiming that adaptable cultures are supportive of organizational change and are flexible in relation 

to the changing environment since the present study has found only a moderate association 

between the adaptability culture trait and readiness for change.  Hence, it also does not support the 

earlier literature asserting that though there is abundant evidence and proof of a strong relationship 

between adaptive cultures and organizational performance and change (Management Research 

News, 2012), such cultures will first create employee readiness for change and that in turn this will 

help achieve other objectives such as high organizational performance and change as stressed by 

Khan (2011). The results of the current study does not also confirm the earlier view of The Journal 

of Organizational Change Management (2014) explaining that organizations dominated by the 

Adaptability (also referred to as adhocracy/developmental in the Competing Values Framework 

by Quinn) culture type models a dynamic, vigorous, enthusiastic and  innovative stance nature and 

tend to be flexible . Similarly, the present study does not support the previous findings explaining 

that organizational members who perceive their work environment to have traits and 

characteristics associated with the Adaptability culture are more likely to have higher intensities 

of readiness for change (Zammuto and Krakower, 1991; Zammuto and O’Connor, 1992; Journal 

of Organizational Change Management, 2014) for the present study lacks the evidence to prove 

this. Thus, it also disproves the earlier presented literature that  employees who evaluate their 

organizational culture as being high in adaptability culture values have higher levels of readiness 

for change (i.e. are more likely to keep a positive mindset and opinion towards organizational 

change) (Journal of Organizational Change Management, 2014). It is noteworthy to mention that 

in the same way, the result of the present study does not confirm the concept that a culture that is 

friendly or receptive of risk can support innovation (Yusof, Nor'Aini Binti, 2010; Ramayah et al., 

2005) as it also does not prove the assertion that firms with innovative cultures are more expected 

to be successful at employing new ways and routines (Yusof, Nor'Aini Binti, 2010; Ungan, 2007).  

Relatedly, this research also does not concur with Lim (2008) in his argument, explaining change 

is easier to implement within organizational cultures that are supportive and empowering of 

employees (Sopow, 2007) for this study has found these traits to be moderately associated only to 

readiness for change. 

 Although it generally appears that the outcome of the study is outside of the customary, 

this researcher finds it unsurprising for people to respond to change differently, considering the 

diverse and dynamic workforce.  Assessing and measuring the culture of each organizational units 
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is made easy now with the use of the Denison OCS and identifying these organizational units to 

fall under Involvement or Adaptability is in itself a big help for companies for they now realize 

just how empowerment, team orientation and capability development which are all components of 

involvement culture prepares people to a state of acceptance and acknowledgement of change.  

Likewise, creating change, customer focus and organizational learning which are all essential 

characteristics of Adaptability culture prepares these people to a state of readiness as well by 

creating consciousness towards customers’ satisfaction (Yilmaz, 2008).  

 The moderate association of these two culture traits to change readiness might sound odd 

but considering the array of possible behavior patterns or chain of reactions that can be drawn from 

these changes, it is more logical to believe that people may also be driven by a lot of many other 

circumstances not limited to their beliefs and assumptions-among others, it could be the leader 

support or having a clear strategic direction and intent or probably having a clear vision of where 

the company is going.  All these circumstances if joined with a clear mindset and understanding 

of change as something constant and valuable assures a higher level of readiness as Armenakis 

(2007) has explained.  Depending on the nature of the business or the kind of work that the 

employees are engaged to do, these people may develop varying responses and patterns of behavior 

which later on translates  to the kind of decision they make- whether to accept or reject change. 

 Hypothesis 2, on the other hand which surmises that readiness to change is moderately 

associated with mission and consistency cultural traits, is partially accepted since the mission 

culture trait is found to be strongly associated with readiness for change while the consistency 

culture trait is found to be moderately associated to readiness for change as evidenced by the 

correlation coefficient and p-value seen in Table 8. 

 The strong association of mission culture trait to readiness for change is supported by the  

earlier presented data describing the finance division as mission-led and that based on the overall 

mean scores, the group appeared to be more ready for change compared to the human resource 

group which is described to as involvement-led. Thus from the results presented in Table 8, the 

present study does not confirm the earlier literature explaining that organizations which culture 

trait is dominated by the Mission trait are more probable to have low strength of readiness for 

organizational change (The Journal of Organizational Change Management, 2014; Journal of 

Organizational Change Management, 2013) since the data analysis leads to the conclusion that the 

Mission trait is strongly associated with readiness for change given the samples. 

 On the other hand, the present study confirms and accepts the argument of Zammuto et al. 

(2000) asserting that organizations characterized by the Consistency culture (also referred to as 

Hierarchal in Quinn’s Competing Values Framework) do not support innovation, resourcefulness 

and creativity (Journal of Organizational Change Management, 2014) as evidenced by the 

correlation coefficient and p-value seen in Table 8.  In addition, it also supports the contention that 

these organizations battle and contest the implementation of transition effort and disregard or 

dismiss environmental stimuli (Zammuto et al., 2000; Journal of Organizational Change 

Management, 2014) for the results has shown only a moderate association of consistency trait to 

readiness for change. subsequently, the members of Consistency-dominated organization are more 

expected to have undesirable stance and mindset concerning the organizational change (The 

Journal of Organizational Change Management, 2014) therefore showing a weaker correlation as 

evidenced by the correlation coefficient of 0.590 indicating a moderate association of consistency 

culture trait to change readiness. 

From the results just presented, this researcher supposes that the probable reason for the 

Consistency culture to be moderately associated with readiness for change is because the 
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organization, being internally-focused, values the alignment of internal systems, processes and 

behavior thus, values stability over flexibility.  Consistency-led organizations are presumed and 

predicted to ensure useful functioning and operational performance, improved intensities of quality 

and intensified employee satisfaction (Denison, 2012).   

On the other hand, this researcher believes that the strong correlation of mission culture 

and readiness for change as supported by the outcomes of the study further justifies how being 

externally-focused allows organizations to adjust and change in response to what they see and hear 

from their customers and stakeholders.  It is understood that people are well grounded with the 

goals, as well as strategies of the organization and the support they get from their leaders makes it 

a lot easier for them to adapt easily with change. By seeing their leaders “walk the talk”, people 

are expected to create awareness where they are heading and how they are going to get there.  

Because the employees identify Vision and its implications on the work they do, a sense of 

motivation and excitement is developed.  Thus, people are more enthusiastic to support change 

because the influence of their leaders is generally strong.  This is supported by the highest mean 

score generated for Principal Support, an essential component of change readiness particularly for 

respondents who belong to Finance Division. 

To test Hypothesis 3, an assessment of the difference between levels of readiness to change 

and organizational culture was performed. Table 9 presents the results of the Kruskal-Wallis H 

Test. That is, the chi-squared statistic (the “Chi-Square” row), the degrees of freedom (the “df” 

row) of the test and the statistical significance of the test (the “Asymp. Sig.” row). 

 
Table 9 

Mean Rank, Chi- Square And Df  Summary Of Organizational Culture Traits And 

Readiness For Change Using The Kruskal-Wallis H Test 

 

Ranks 
CATEGORY GROUP (CG) N  MEAN RANK 

 

Culture Score (CS)  1 (HR)   45  26.76 

2 (Finance)  13  39.00 

 

 

Test Statistics 

      READINESS 

Chi-Square  5.306 

df   1 

Asymp. Sig.  0.021 

 

 As can be seen in Table 9, the group or department were coded as “1” and “2”, representing 

the human resource and the finance division respectively. The Kruskal-Wallis H Test showed 

that there was a significant difference between a change or difference in readiness and 

organizational culture as presented by the Chi-square = 5.306, p=0.021, with a mean rank readiness 

score of 26.76  for human resource division and 39.00 for finance division. The analysis resulted 

to a p value that is less than 0.05, thus, the variables are related. We therefore accept Hypothesis 

3 asserting that Readiness to Change is related to organizational culture.  

Like Fey & Denison’s (2003) study which explained that there was a positive association 

between the strength of organizational culture in terms of the four established key traits- 
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involvement, adaptability, consistency, and mission (Business Process Management  Journal, 

2006) to readiness to change in U.S. military generals based in Japan (Fey & Denison, 2003) the 

present study supports  how organizational culture is significantly related to readiness for change, 

particularly  among select human resource and accounting practitioner samples in a Philippine-

based human outsourcing cooperative. Likewise, there seem to be sufficient evidence to ascertain 

the statement of Yusof (2011) stressing that organizational culture can act as an obstacle to 

successful change implementation depending on its personality (O'Connor & Fiol, 2006) where it 

was further elaborated that for instance, any efforts to support and assist on the new behaviors that 

are incompatible with present-day cultural actualities are likely to encounter resistance and conflict 

(O'Connor & Fiol, 2006). This certainty develops as a result of   the display and manifestation of 

a p-value of 0.021 which indicates that the variables organizational culture and readiness for 

change are really related. 

Linking all these together, this researcher then ascertains the correlation of organizational 

culture and organizational readiness for change as supported by the findings and analysis of survey 

responses given the select samples.  Truly, culture permits employees to display a wide array of 

behavioral patterns and reactions.  Driven by different beliefs and assumptions, employees may 

have varying levels and capacity to support change however despite this, organizations now 

understand how uniqueness and diversity of today’s workforce makes them  more dynamic and 

competitive.  Equally   important is understanding how  discrepancy,  appropriateness, efficacy, 

principal support and valence which are all fundamental components of change readiness links to 

organizational culture as it contributes to achieving success in the implementation of change  

initiatives.  

 

Conclusion and Recommendations 

 

Conclusion 

Anchoring on Denison’s Model of Culture traits, this study looked into the strength of 

relationship between organizational culture and employees’ readiness to change in a Philippine-

based outsourcing cooperative. From the results and analysis presented, this researcher concludes 

the following:   

Hypothesis 1, that is, “Readiness to change is strongly associated with adaptability and 

involvement cultural traits”, is rejected for the reason that the results have shown moderate 

association only both for Adaptability and Involvement culture traits to readiness for change as 

evidenced by the correlation coefficient and p-value seen in Table 8.  Although it appears unusual, 

these two culture traits which generated a moderate association only to readiness for change just 

proves how diverse today’s workforce can be. Diversity allows employees to respond and behave 

differently when faced with challenging situations. These patterns of behaviours, beliefs and 

assumptions may be influenced by several factors not limited to their understanding of the 

existence of change but equally important is developing awareness that change is needed and that 

they are capable to make that change. To some, leadership support and influence contributes to 

their readiness to embrace changes while some looks at the gains and benefits they can reap as 

enough reason for them to believe that they must embrace change. Such moderate association may 

be attributed to the characteristics and kind of job that they have. This however calls for further 

study to prove if the assumption could be true using the same samples. 

Hypothesis 2 on the other hand, that is, “Readiness to change is moderately associated 

with mission and consistency cultural traits”, is partially accepted since the mission culture trait is 
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found to be strongly associated with readiness for change while the consistency culture trait is 

found to be moderately associated to readiness for change as evidenced by the correlation 

coefficient and p-value seen in Table 8. The strong association of mission culture to readiness for 

change only proves how the leaders’ role is vital in culture building. “Walking the talk” drives 

employees more to believe that the company’s clear strategic direction and vision guides them to 

the right path. This analysis aligns with the findings of the study which confirms how the Finance 

division, a Mission-led group recognizes the influence of leaders in their everyday work as shown 

by the high mean score generated by principal support. Truly, the leader’s role in the business is 

vital as they are perceived to be culture champions.   

Hypothesis 3, that is, “Readiness to Change is related to culture”, is accepted as supported 

by the Chi-square= 5.306, p=0.021, with a mean rank readiness score of 26.76  for human resource 

division and 39.00 for finance division.  The analysis resulted to a p-value that is less than 0.05, 

thus, the variables are related.  We therefore accept Hypothesis 3 asserting that readiness to change 

is related to organizational culture.  Truly, this research confirms that indeed, culture matters and 

organizations, particularly the leaders have a key responsibility to perform in shaping the 

organization in a culture that will allow them to be more embracing of the changes that might get 

in the way.  This study proves with much certainty that indeed, organizations have to give much 

consideration now to culture  for it has shown to some extent that it has a significant association 

to readiness for change.  Building on the findings just presented, there seem to have enough reasons 

to believe that any step or program focusing on changing the organization that are taken without 

culture as consideration often have unforeseen consequences –typically negative ones when related 

to successful change (Lakos & Gray, 2000). 

 

Recommendations 

Faced with the challenge of achieving global competitiveness, “oneness” and integration 

of human resource operations and the support team finance division, the results of the study gives 

the organization the guidance necessary to permit them to deal with the requirement for rapid, 

radical and fundamental change (Griffith, 2010).  The shift which required movements (transfers, 

breaking of teams, changes in job description, need for additional manning) started early on April 

2014 and its effect is continuously being felt today by the key people in the organization, 

particularly those from the human resource and finance division.  Now that the present study has 

clearly confirmed the association of organization culture to readiness to change, it becomes 

effortless and simpler to foresee which measures of change will turn out to be successful and 

valuable and by this, the management will have more grip on change. 

The results of this study confirm how culture matters. Maintaining a balanced culture 

allows people to know the direction they are taking and know what measures to do to get there, It 

also makes people to continually strive to know and recognize the external market and sustain the 

needs and expectations of their clients and consumers, makes them more engaged and likewise 

allows them to align and promote consistent behaviours through established values, systems and 

processes. Thus, none of these cultures emerge as ideal or superior than the other. Only a balanced 

profile can make these people more ready to embrace change.  

This research also established the role of leaders in culture building as shown by relatively 

higher level of readiness for change associated with the finance division, a mission-led group.  It 

is therefore suggested that a future analysis can be carried out on the other identified organizational 

factors such as leader support, social support, communication and work climate, alignment of 

workforce with business objectives or consider looking at other factors as well such as 
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demographics (years of service, age, gender, employment position, and education), individual 

factors (perceived control, flexibility, openness to change, commitment to change, and 

engagement), and geographic factors (location and work shift). Future research on the 

characteristics and nature or kind of work of respondents can also be done to study further the 

association of these variables. The study can also be replicated for other industries and locations 

using a larger sample. 
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Abstract 

The study focused on studying the skills, knowledge and attitudes needed by Metro Manila 

employers. It surveyed 100 companies coming from various industries. It used descriptive research 

design. The results showed that while intellectual competence and research skills are essential in 

an academic pursuit, there are many skills that graduates can sharpen during to make them more 

employable.  Graduates need to be aware that employers will evaluate candidates on the basis of 

how their diverse skill set can enhance their workplace, and how their personality will complement 

their new community.   It is also important for Universities and colleges to prepare their students 

to possess the right attitude, image and appearance, skills and capacities and not only focus on 

their intellectual capacities and knowledge. It means that there should be a balance between 

theories, applications and teaching the right behavior and attitude towards work, other people and 

life as a whole. 

Key Words 

Skills, knowledge, attitudes, employers  

 

Background of the Study 

 

Unemployment in the Philippines had been a perennial problem and it greatly affects the 

over-all economy of the country. The National Statistics Office reported that Philippine 

employment dipped to 37.82 million in April 2013 from the 37.84 million in April 2012. The 

unemployment rate rose to 7.5% from the 6.9% data according to the latest Labor Force Survey. 

Majority of the unemployed were high school graduates (31.7 percent), college graduates (21.3 

percent) and college undergraduates (14.6 percent),About half (48.2 percent) of the unemployed 

were aged 15-24 years old, 27.5 percent of which are male while 20.7 percent are female. 

Yearly, the education sector graduates almost 10,000 college students without that assurance that 

these graduates will find a job suitable to the degree they finished. Based on the data provided by 

the National Statistics Office, about one-fifth (21.3 percent) of the unemployed were college 

graduates, 14.6 percent were college undergraduates, and 31.7 percent were high school 

graduates. However, data reveals that there are many vacancies needed by the employers, 

however, applicants lack the necessary skills, knowledge and attitudes they need to fill up the 

vacancies.  

  One of the leading causes of unemployment in the country is occupational immobility 

where graduates’ skills and attitudes do not match what is currently needed by the industry. It is 

observed that many students lack the necessary skills and attitudes of an employable individual 

mailto:eric.parilla@uap.asia
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even after they graduate. Universities and colleges therefore have the responsibility to see to it 

that they prepare the students to these necessary skills and attitudes in order for their graduates to 

be employable. Underemployment is also prevalent in the country where almost 9 million of the 

employed are underemployed. Underemployment occurs when a person has a job however, the 

degree that he finished cannot be applied to his current job. An example will be when a Bachelor 

of Science in Nursing graduate works as a call center agent. Unemployment and 

underemployment are manifestations that graduate’s skills, attitudes and image do not match the 

needs of the labor market.  

The main objective of this paper was to determine the skills, image and attitudes needed 

by Metro Manila employers in order to guide the students what to enroll and the University 

administrators what courses to offer and skills, image and attitudes to hone and emphasize in their 

curriculum to make their graduates employable and can readily find jobs when they graduate from 

their university or college.  

Statement of the Problem:   

Generally this research study determined the necessary skills, knowledge and attitudes 

needed by employers in Metro Manila. Specifically it answered the following problems: 

1. What courses do employers in Metro Manila need in the next 5 years? 

2. What are the attributes and capacities employers are seeking at the point of entry to 

employment?  

3. What are the aspects of appearance and image that are necessary to employers in Metro 

Manila? 

4. What are the necessary skills needed by employers in Metro Manila?  

5. What are the necessary attitudes needed by employers in Metro Manila?  

 

Significance of the Study  

Academe. This research paper is an important output in determining how the Universities 

and colleges will hone and package their graduates to become employable.  

Students. This research paper will help the students decide what courses to take in order 

for them to become employable in the labor market.  

Business Owners/Employers. The results of this study will be helpful in determining the 

kind of employees they need in their organizations.   

 

Operational Definition of Terms  

Employability Skills, Image and Attitudes. Employability skills, image and attitudes 

are those skills, image and attitudes necessary for getting, keeping and being successful in a 

job.  

Attitudes. Values and behavior necessary for the accomplishment of tasks and 

responsibilities.  

Image. Physical attributes of the employees.  

Skills. Learned ability to carry out pre-determined results often with the minimum outlay 

of time, energy, or both. In other words the abilities that one possesses. 

Unemployment Rate. The percentage of the total labor force that is unemployed but 

actively seeking employment and willing to work. 

Occupational immobilities. This refers to the difficulties in learning new skills applicable 

to a new industry, and technological change, e.g. an unemployed farmer may struggle to find work 

in high tech industries. 

http://en.wikipedia.org/wiki/Learning
http://en.wikipedia.org/wiki/Time
http://en.wikipedia.org/wiki/Energy
http://www.economicshelp.org/dictionary/t/technological-unemployment.html
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Research Methodology 

 

Research Design   

In this study, descriptive method was used to determine the skills, image and attitudes 

needed by Metro Manila employers.  

 

Data Gathering Instrument  

In this study, questionnaire was be the main instrument used. The researcher prepared the 

questionnaire composing of two main parts. The first part gave the demographic profile of the 

respondent employers in terms of both their personal and organizational profile. The second part 

will determine the necessary skills, image and attitudes that employers are looking in the 

graduates of the different universities and colleges. 

 

Population and Sample 

The population of this study consisted of the employers of which their businesses are 

located in Metro Manila coming from different industries. The researcher used the quota 

sampling where in the number of respondent-employers is one hundred(100).  The employer-

respondents have the following personal demographic profile:  

 

Attributes Frequency Percentage 

Age   

     Below 27 years Old  23 23% 

     27-37 years old  32 32% 

     38-48 years old  35 35% 

     49-59 years old  4 4% 

     60 and above  6 6% 

Gender    

      Male  58 55% 

      Female  42 42% 

Civil Status    

      Single  43 43% 

      Married  45 45% 

      Widow/er 12 12% 

Educational Attainment    

      Elementary  1 1% 

      High School  5 5% 

      College Graduate  76 76% 

      Masters Graduate 14 14% 

      Doctorate Graduate 4 4% 
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On the other hand, the organizational profile of the businesses are as follows:  

 

 Attributes Frequency Percentage 

Years of Existence    

   Below 5 years  2 2% 

   5-10 years  14 14% 

   11-15 years  35 35% 

   16-20 years  40 40% 

   21-25 years  6 6% 

   Above 25 years  3 3% 

Business Form    

   Sole Proprietorship  21 21% 

   Partnership  12 12% 

   Corporation  67 67% 

Number of Workers    

    1-10  3 3% 

    11-20  5 5% 

    21-30 3 3% 

    31-40 14 14% 

    41-50 22 22% 

    More than 50 employees 53 53% 

Industry    

    Education  2 2% 

    BPO 22 22% 

    Agriculture 3 3% 

    Manufacturing  34 34% 

    Other Service Sector 22 22% 

    Health Services  8 8% 

    Trucking Services  9 9% 

Type of Business    

    Micro-business  17 17% 

    Small Business 35 25% 

    Medium Business  33 33% 

    Large Business  15 15% 

 

 

Statistical Treatment  

For the needed attributes, capacities, appearance, image, skills and attitudes they were 

measured using the following likert scale: 

4 – Critical  

3 – Important  

2 – Somewhat Important  

1 – Unimportant  
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The responses of the respondent employers were analyzed using the following range:  
4.00 - 3.25    Highly Important (HI) 

3.24 - 2.50    Moderately Important (MI) 

2.49 – 1.75    Slightly Important (SI) 

1.74 – 1.00    Unimportant (U) 

 

 

 

 

Presentation, Interpretation and Analysis of Data 

 

Problem 1. What courses do employers in Metro Manila need in the next 5 years? 

    Table 1. Courses Needed by Employers  

Courses  Frequency Percentage 

Business Courses  100 100% 

Engineering Courses  55 55% 

Teaching Courses  12 12% 

Social Sciences  27 27% 

Natural Sciences  25 25% 

Maritime Courses  1 1% 

Criminology  3 3% 

Cyber services  67 67% 

IT 45 45% 

  *multiple response 

 

The table reveals that all (100 respondents) employers need business courses such as 

accountancy, business administration, hotel and restaurant management and tourism management. 

On the other hand, 67 respondents or 67% need cyber services courses such as animation art, visual 

artist designing, flash animation, and web designing. The third most needed course was 

engineering courses with 55 respondent-employers choosing the course. It courses and Social 

sciences have 45 (45%) and 27 (27%) responses respectively.  

It can be deduced that the three most needed courses in Metro Manila are Business 

management courses, cyber services courses, and engineering courses.  

Based on a study conducted by Projectfit by the Department of Labor and Employment last 

2009, the government agency found that medical courses, culinary and hotel restaurant 

management, banking and finance courses, engineering courses and cyber services  as in demand 

courses until 2020. This is in conjunction with the results of this study since the top three courses 

also came up with the results of the DOLE study. Business management courses came up to be the 

most needed course since these courses are needed by any industry. These courses are called the 

“backoffice” courses that is why the courses under the business management became the most 

needed course by Metro Manila employers. Employers interviewed by the researcher revealed that 

they also prefer employees with a master degree in business administration.  

  



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

633 

 

Problem 2. What are the attributes and capacities employers are seeking at the point of entry 

to employment?  

Attributes/Capacities Weighted Mean  Verbal 

Interpretation  

Educational Qualifications  3.09 MI 

Previous Job Experience  2.55 MI 

Right Personality  4.00 HI 

Right Appearance  2.73 MI 

School Graduated  2.09  SI 

Total  2.90 MI 
Legend:  4.00 - 3.25   Highly Important (HI) 

3.24 - 2.50   Moderately Important (MI) 

2.49 – 1.75  Slightly Important (SI) 
1.74 – 1.00  Unimportant (U) 

 

The table indicates that in terms of attributes and capacities, the over-all weighted mean is 

2.90 with a verbal interpretation of “moderately important”. This means that employers perceived 

that several attributes or capacities of their employers are not that important in retaining their 

employees. Looking closely at the table, employers perceived that right personality got a 

weighted mean of x̄ =4.00 with a verbal interpretation of “highly important”. It can be deduced 

that having a right personality is an important attribute that employers in Metro Manila is looking 

for their employees and applicants. Having the right personality that fits the job is an important 

consideration for employers, and so applicants and employees must know their personalities so 

that they can assess if the jobs they are aspiring for are really suited or not in their respective 

personalities. The table also reveals that the educational attainment also matters with Metro Manila 

employers as it got a mean rating of x̄ =3.09 with a verbal interpretation of “moderately 

important”. It means that majority of the Metro Manila employers perceived that having the right 

course for the job is an important aspect of an applicant or employee. However, it can be seen in 

the table that school where applicants graduated is not an important consideration of Metro Manila 

employers as manifested by a weighted mean of x̄ =2.09 with a verbal interpretation of “slightly 

important”.  Gone when the days that major consideration of the employers are graduates of the 

top tier universities and schools. The researcher also asked a question if school were the applicants 

graduated matter and almost all of the employers said that it is not in their priority list as long as 

the applicant has the basic general knowledge and that they have the dedication and right behavior. 

If their employees, they claim, graduated in top tier universities, it will just be an added bonus on 

their part.  

Lastly, the results also revealed that right appearance also matters for Metro Manila 

employers as manifested by a weighted mean of x̄ =2.73 with a verbal interpretation of 

“Moderately important”. When the researcher clarified the meaning of right appearance to some 

of the respondent-employers, the former found out that employers look for employees who can 

represent their companies with dignity by dressing up in a dignified and corporate looking way. 

Right appearance, they claim, does not mean having good looks but appearing to be dignified and 

knows how to power dress appropriate to their company and to the position of the employee.  
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Problem 3. What are the aspects of appearance and image that are necessary to 

employers in Metro Manila? 

Aspect  Weighted Mean  Verbal 

Interpretation  

Age  2.36 SI 

Weight  1.91 SI 

Height  1.64 U 

Dress Sense  2.45 SI 

Voice/Accent  2.36 SI 

Physical Looks  1.91 SI 

Total  2.11 SI 
Legend:  4.00 - 3.25   Highly Important (HI) 

3.24 - 2.50   Moderately Important (MI) 

2.49 – 1.75  Slightly Important (SI) 
1.74 – 1.00  Unimportant (U) 

 

The table shows the importance of appearance and image to the employers of Metro 

Manila.  

As revealed in the table, the overall importance of appearance and image to the employers 

in Metro Manila is “slightly important” as evidenced by a mean rating of 2.11. This implies that 

appearance and image of the applicants and employees are not that significant to the employers in 

Metro Manila. This is attributed to the fact that the jobs and tasks related to the respondent-

employers do not require the employees and applicants to be with model-like appearance. 

However, when the researcher clarified the matter, the employers said that they require their 

employees and applicants to know how to dress up properly and be presentable to their customers 

and clients.  

Looking closely at the table, dress sense got the highest mean rating equivalent to 2.45 with 

a descriptive rating of “slightly important”. This is in accordance with the interview conducted by 

the researcher to the employers, where it was found out that employers sometimes see how their 

employees and applicants look. However, on a research conducted by Professor Comila Denning 

(2013), it supported the notion that being physically attractive is an advantage when applying for 

a job.  There is little support for the “beauty is beastly” effect.  The “what is beautiful is good” 

bias seems fairly universal and has been found in a variety of different cultures.  Since it is not fair 

to base hiring decisions on non-job-related factors like attractiveness, training hiring managers to 

avoid this bias is one way to reduce such inequity. This is not what the researcher found out in the 

case of Metro Manila employers, where physical looks and image is only slightly important to 

them.  
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Problem 4. What are the necessary skills needed by employers in Metro Manila?  

Aspect  Weighted Mean  Verbal 

Interpretation  

Interpersonal Skills 3.82 HI 

Communication Skills  3.73 HI 

Critical Thinking Skills  3.73 HI 

Personal Development Skills  3.91 HI 

Presentation Skills 3.18 MI 

Leadership Skills  3.00 MI 

Numeracy Skills  2.91 MI 

IT skills  3.27 HI 

Total  3.44 HI 
4.00 - 3.25   Highly Important (HI) 
3.24 - 2.50   Moderately Important (MI) 

2.49 – 1.75  Slightly Important (SI) 

1.74 – 1.00  Unimportant (U) 

 

The table shows the level of importance as to skills needed by Metro Manila employers.  

Gleaned from the data presented, the overall importance of skills to the Metro Manila 

employers is “highly important” as evidenced by the mean rating equivalent to 3.44. This means 

that the Metro Manila employers, perceived the different skills as important in selecting and 

retaining their employers. Looking closely at the table, the skill that got the highest mean rating is 

personal development skills, or having the right attitude at work. This implies that Metro Manila 

employers perceive that having the right attitude at work is the most important skill that their 

employees must possess. Employers would, aside from having the necessary knowledge, select 

and retain their employees based on their behavior and right attitude. Also, one of the highest mean 

ratings was interpersonal skills or their skill to interact with other people such as customers and 

co-workers. This means that having a good interpersonal skills or the ability to interact with other 

people is also perceived to be important skill by the Metro Manila employers. Employers perceive 

that having the ability to interact effectively with other people would make their employees more 

effective and productive.  

One study conducted by Renee Polziehn (2011), revealed the same results were the top 

nine skills needed by employers of United Kingdom are: 

1. Communication and interpersonal skills   

2. Critical and creative thinking   

3. Personal effectiveness   

4. Integrity and Ethical Conduct   

5. Teaching Competence   

6. Societal and Civic Responsibilities   

7. Leadership   

8. Research management   

9. Knowledge mobilization and knowledge translation 

The results of this study shows that aside from knowledge and intelligence of the 

employees and applicants, employers expect them to have good interpersonal skills and personal 

attractiveness. This is in conjunction with the results of this study.  
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Another study conducted by  Lowden et. al (2011) revealed that employers expect 

graduates to have technical and discipline competences from their degrees but require graduates 

also to demonstrate a range of broader skills and attributes that include team-working, 

communication, leadership, critical thinking, problem solving and managerial abilities. The 

scoping interviews with employer and HEI organizations found that there are characteristics, 

skills and knowledge and intellectual capability elements that are required for specific roles. In 

addition, combinations of transferable skills were also deemed particularly relevant. These 

were:  

 Team working 

 Problem solving 

 Self-management 

 Knowledge of the business 

 Literacy and numeracy relevant to the post 

 ICT knowledge 

 Good interpersonal and communication skills 

 Ability to use own initiative but also to follow

 instructions 

 Leadership skills  

 

The results of the two studies are in conformance with the results of this research study. 

This means majority of employers require graduates not only possessing intellectual capacities 

but more importantly interpersonal skills and personal development skills.  

 

Problem 5. What are the necessary attitudes needed by employers in Metro 

Manila?  

Aspect  Weighted Mean  Verbal 

Interpretation  

Strong Work Ethics  3.82 HI 

Dependability and responsibility  4.00 HI 

Possessing a positive attitude  4.00 HI 

Adaptability  3.73 HI 

Honesty and Integrity  3.91 HI 

Self-motivated  3.82 HI 

Strong Self Confidence  3.45 HI 

Professionalism  3.82 HI 

Loyalty  3.82 HI 

Total  3.82 HI 
4.00 - 3.25   Highly Important (HI) 

3.24 - 2.50   Moderately Important (MI) 

2.49 – 1.75  Slightly Important (SI) 
1.74 – 1.00  Unimportant (U) 

 

The table shows the overall importance of attitudes as perceived by Metro Manila 

employers.  

As gleaned from the table, the overall importance of attitudes as perceived by employers 

is “highly important” as evidenced by a mean rating of 3.82. It means that employers think that 
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employees should possess the right attitude towards their work. It is an important aspect of 

retaining and selecting employees. Looking closer at the table, it can be deduced that dependability 

and responsibility and possessing positive attitude are the highest aspects of attitude, both with a 

mean rating of 4.00 and a verbal interpretation of “highly important”. Employers look for 

employees who are dependable and are responsible in finishing whatever the desired tasks assigned 

to them and that they also look for employees with positive outlook in life. The researcher clarified 

the matter to some employers through an interview and it was revealed that employers know how 

stressful the work environment of their companies and it would just add up if ever employees 

possess negative outlook in life. Moreover, employers also claim that they would have the 

tendency to promote employees whom they can see a dependable and responsible. People want to 

be around those who make them feel better about themselves. Employees with positive attitudes tend 

to be more productive employees because they always see the accompanying opportunity with every 

challenge.  Research shows that only eight percent of the things we worry about are worth being 

concerned about. People with positive work attitudes know this, therefore they do not waste time 

worrying, and they expend their energies on more positive activities.  

  

Conclusion and Recommendations 

 

Conclusion 

Recognize that while intellectual competence and research skills are essential in an 

academic pursuit, there are many skills that graduates can sharpen during to make them more 

employable.  Graduates need to be aware that employers will evaluate candidates on the basis of 

how their diverse skill set can enhance their workplace, and how their personality will complement 

their new community.   It is also important for Universities and colleges to prepare their students 

to possess the right attitude, image and appearance, skills and capacities and not only focus on 

their intellectual capacities and knowledge. It means that there should be a balance between 

theories, applications and teaching the right behavior and attitude towards work, other people and 

life as a whole. 

 

Recommendations 

1. For lecturers and professors to be more abreast of the new updates of the courses they 

are teaching through immersing themselves in the industry. This will make the 

professors and lecturers updated of the current trends of the industry and that they will 

also know what knowledge, skills and attitudes do the employers look for their 

companies.  

2. Universities should change the way courses are taught to build employability skills into 

the curriculum, including providing work- based experience. 

3. Universities should always trace their graduates in terms of their employability by 

conducting regularly a tracer study.  

4. Employers and partners form the industry must be invited when there are curriculum 

reviews because their inputs are necessary in developing the curriculum. Mason et al 

(2006) researched the impact of different kinds of HE employability skills initiatives 

in 34 departments in eight different universities on graduates’ labour market 

performance. They found placements and employer involvement in course design and 

delivery to be the most effective. With this, it is therefore recommended that 
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representatives from the industry and employers should be part of the curriculum 

review and development of universities.  

5. Universities should also conduct pre-employment seminars such as interviews, 

curriculum crafting and power dressing. Employers stressed that efforts put into 

creating a good first impression, CV preparation and self-presentation at interviews 

were also very important, but many graduates appeared to lack the skill and motivation 

to impress at this initial stage. For example, a common criticism was that graduates 

often do not take the time and care to craft CVs geared to a particular employer and 

some employers highlighted that candidates often had limited motivation to apply 

themselves to their interview and do background research on the employer; as a result, 

they had unrealistic expectations. 
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Abstract 

 

Strategy formulation that take into account public policies in multiple jurisdictions is just 

one of the challenges being faced by multinational enterprises (MNEs). It is not uncommon that 

MNEs are caught at a disadvantage when new legislation is put in place, making it more costly or 

more difficult to comply with the rules of doing business in a particular country. Therefore, it 

might behoove MNEs to proactively be involved in the process of public policy development.  

 This paper examines the existing body of literature for presenting the business case as to 

why MNEs should help shape public policy. It also identifies some of the theoretical foundations 

of corporate public policy participation. From the literature, the author synthesizes five strategic 

recommendations as to how MNEs can be engaged in public policy. Furthermore, these five 

recommendations are linked to the strategic human resource management (SHRM) function. 

Organizations have acknowledged the role of SHRM in sustaining competitive advantage and this 

paper argues that SHRM plays a crucial role in public policy engagement.  

 The paper ends with a conceptual framework of how the human resources management 

function can be a strategic partner for MNEs to be active participants in the development of public 

policy. 

 

Key Words 

 

Public policy, multinational enterprises, human resources management, strategy, international 

business 

 

 

Introduction 

 

 Home and host county governments control resources and opportunities that shape a 

multinational enterprise’s industry and competitive environments (Hillman & Wan, 2005). This 

type of intervention and regulation in the business environment may have crucial effects – both 

positive and negative – on a firm’s strategic choices and the management of its performance 

targets. Thus, the ability to analyze and influence the development, consequences, and dynamics 

of public policy is a critical managerial skill in today’s globalized economies (Emmons, 1995). 

 While all firms are susceptible to changes in the political and regulatory landscape, none 

are more affected than multinational enterprises (MNEs), companies that have significant assets 

and business activities in multiple countries. MNEs are the key organizations driving globalization. 

The world's 500 largest MNEs account for about 90% of global foreign direct investment (Lee & 

Rugman, 2009). MNEs do not just have to contend with the public policy environment of their 

home country, they also have to work with and work around the different laws and regulations of 

the host countries where they operate in. Moreover, they are also subject to regional policies 
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governing economic communities such as those in the European Union (EU), Gulf Cooperation 

Council (GCC) and the Association of Southeast Asian Nations (ASEAN). 

 This paper aims to dissect existing literature and present the case for MNEs to become 

more involved in the development of public policy in the countries where they do business. 

Furthermore, it identifies strategies that firms can use to build stronger networks with the 

government, influence regulation and legislation, and becoming more publicly responsible whilst 

still gaining competitive advantage. Finally, this paper highlights the role of human resource 

management in public policy involvement. 

 

The Public Sphere and the Multinational Enterprise (MNE) 

 

 Strategic management principles have always placed an emphasis on the fact that a 

business does not exist in a singularity. Rather, it operates in different spheres or environments – 

from its immediate, internal organization to a much wider external environment (Darnall, 2012). 

It is the latter part that is of interest in this paper as the external environment is made up of various 

dimensions in the broader society that influence an industry and the firms within it. One of these 

dimensions is the political, legal or regulatory sphere (David, 2011).   

Each country where the MNE operates is considered to be a unique societal environment, 

with its own set of external environmental spheres that affect the MNE in both its home and host 

countries. These societal environments are so different from each other that an MNE’s 

organizational structure, internal business processes and strategy formulation require a great 

amount of flexibility and agile responsiveness. For instance, in 2008, the Chinese government 

required all corporations to consult employees on important workplace-related issues. Within just 

a few months, the All-China Federation of Trade Unions had inked agreements with at least 80% 

of the biggest MNEs operating in China (Wheelen & Hunger, 2012). 

Federal, local, national and foreign governments are major regulators, deregulators, 

subsidizers and customers of MNEs. Therefore, public organizations and their policies have a 

major effect on firm strategy. Companies, including MNEs, have been known to have modified, 

pivoted and completely abandoned their business strategies because of changes in policies or 

regulation (David, 2011). For instance, the Sarbanes-Oxley Act has changed how firms dealt with 

corporate governance (Hanna, 2014). 

Countries are particular interested in the oversight of MNEs because it is undeniable that 

an MNE has an impact on its host-country development. There are two schools of thought on these 

impacts, with one side declaring that the foreign direct investment (FDI) an MNE bring in to a 

country is a catalyst for economic growth within the host country (Nikolovová, 2013). On the other 

hand, Quyen (2013) argues that an MNE’s heft and its ability to leverage its significant resources 

threatens to crowd out homegrown firms. Furthermore, they utilize technology that are not 

compatible and cannot be transferred locally and repatriate profit back to their home country. 

One of the biggest challenge MNEs is the fact that in many countries, government 

administrations change every few years. With each administration comes new public policies and 

reforms that results in amendments in current legislation that impacts a firm - business regulations, 

anti-trust laws, environmental codes, taxation policies and workforce oversight. Firms must 

carefully analyze how a new administration’s agenda will affect the operations and profitability of 

individual firms, multinational entities and the industry as a whole (Hitt, Ireland & Hoskisson, 

2011).  
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For example, early on in his first term U.S. President Barrack Obama has declared his 

intentions to slow the outflow of American jobs being outsourced to other countries, and to revamp 

a federal tax code that allows U.S. corporations to avoid paying taxes for a time on income 

generated overseas. Not only will these policies affect American firms that outsource a significant 

part of their workforce and operations abroad, they will also affect foreign firms who outsource 

their expertise and their staff to these MNEs (White House, 2012; Hamburger, et.al, 2012). 

Changes can also occur on a regional or group level. In 2011, the Organization for 

Economic Cooperation and Development (OECD) updated its guidelines for MNEs, calling for 

higher standards of business behavior, especially across supply chains. This was the first time an 

inter-governmental agreement developed guidelines for the prevention of human rights abuse of 

an MNE’s stakeholders, including customers, employees, shareholders and the public at large. The 

updated guidelines are a result of evolving and adapting to the growing requirements of a global 

economy (Santner, 2011). 

 

The Business Case for Getting Involved in Public Policy 

 

The traditional view of strategic management indicate that the external environmental, 

including the political and policy sphere, is out of the direct control of firms. Companies, therefore, 

need to identify strategies that would take advantage of the opportunities or ward threats that arise 

from the changes in the policy environment. However, this is a more reactive way of responding 

to the external environment. This is actually too late because once a new policy is place, firms are 

now forced to comply with them.  

MNEs face big challenges in this area because they have to deal with regulations in 

multiple countries. MNEs can suddenly find itself at a disadvantage in its operations in a particular 

country due to a change in government policy. This can have a cascading effect across subsidiaries 

and the parent company. Furthermore, policymakers often have misguided notions as of the ease 

of implementation of policy changes. Integrating the new policy into a business operation that 

involves multiple facilities, thousands of employees can cause a major disruption, costing an MNE 

millions of dollars (Hitt, et.al, 2011). 

A more proactive solution is for the MNE to effectively manage the development of public 

policy (Bastos, et.al, 2014). Drucker (1962) and Boddewyn (2007), have written that MNEs need 

to interact with public nonmarket organizations to represent their interests. Firms that take an 

active role in this interaction often dedicate resources and personnel to a public affairs, government 

relations or regulatory affairs function. Bellow, et. al. (2011) argues that both business and 

government have congruent interests anyway. The government is concerned about increasing 

material well-being, ensuring that human rights are protected; these are concerns shared by 

responsible businesses because they also impact profit and their stakeholders.  

Furthermore, in the pursuit of its everyday economic purpose, businesses are also expected 

to further human values and work towards the national purpose of the government (Drucker, 1962).  

Managers astute in public policy understand why the landscape changes and the mechanisms of 

how they change. With that knowledge, they are able to proactively help shape public policy in a 

manner that benefits their firm (Bagley, 2008).    

 MNEs endeavor to influence the development of public policy by the host governments 

so that they can obtain the benefits of national responsiveness that make both parties satisfied (Lee 

& Rugman, 2009).  Since MNEs are affected by a country’s protective policies, these firms should 

actively question the policy processes and try to remake such policies.  Cooperation between the 
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private and public sectors is needed to develop regulatory standards and enforcement practices that 

are accepted across the board (Darnell, 2012).  

 Part of public policy implementation is the dissemination of messages to the general public 

with the intention of improving social behaviors. Public policy messages has the capability to the 

change the attitudes and decision-making of consumers, which can be detrimental to the firm. 

From a marketing standpoint, it behooves the firms to be involved in the crafting of public policy 

messages (Yun & Cho, 2014). 

 MNEs are also considered to be vital agents for institutional and systemic change. Thus, 

firms should take part in public policy formulation because they are influential enough to do so. 

They have the resources and they are often less constrained than a traditional firm. Because they 

operate in different country environments, both developed and developing, MNEs are in a unique 

position to transfer a set of practices from one institutional environment, where they are considered 

to be above standard to another environment, where change is much needed (Regner & Edman, 

2014; Merino & Grandval, 2012; Koene, et.al. 2011). 

 Finally, it simply makes good business sense. Direct or indirect public policy involvement 

is perceived by MNEs as complementary to creating favorable conditions for innovation. Firms 

that invest in political action find that they are able to reap benefits in technological innovation 

(Zhang, Tan, & Wong, 2015; Ozer, Demirkan & Gokalp, 2013, Ozer, & Markóczy, L. 2010 . 

Moreover, active involvement also indicate a positive relationship to firms’ corporate performance 

as evidenced by an increase in the return on equity as well as investors’ expectations of profit and 

value (Bandeira-de-Mello,  Marcon & Zambaldi, 2012; Deng, Tian & Abrar, 2012). 

 

Theoretical Foundations of Corporate Public Policy Participation 

 

Firms can free ride, or comply, or engage in a wide range of public policy influence options 

(Windsor, 2007). Keim & Hillman (2008) identified three crucial steps MNEs need to take in order 

to determine how politically active the firm should be. The first step is to identify and prioritize 

the issues that have a vital impact to how the MNE does its business. Second is to calculate the 

cost of not participating in the political process that decides on these issues. Third, the MNE has 

to check what its competitors are doing and then decide on a position. Wan and Hillman (2006) 

further expounds on these steps by factoring in (1) subsidiary size and years in operation; (2) 

market strategy, degree of international diversification, and corporate decision-making structure; 

and (3) host country bureaucratic efficiency, competition laws effectiveness, and cultural openness 

to foreigners. 

 

The Four Quadrants of Business and Public Policy 

 According to Dennis (2011), MNE involvement in public policy are categorized into 

quadrants defined by the level of impediments being faced by the firm as well as the level of 

support available to MNEs due to the current public policy. The quadrants are: compensating, 

competing, nurturing and limiting.  

In the compensating quadrant, MNE’s business activities are tightly regulated by policy 

but government support effectively compensates for the some of the barriers of regulation. At the 

opposite end is the competing quadrant where firms experience the least amount of government 

intervention but also the least amount of support.  Public subsidy is unavailable to both an MNE 

and its competitors, thus, maximizing market entry and exit.  This is the case in some developed 

countries such as the U.S. In the nurturing quadrant, public policy tends to reduce impediments 
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while providing businesses supports as considered necessary. Assistance by the government can 

be in the form of R&D assistance or bailing out the firm to save local jobs. This is usually the 

approach favored by developing countries in Europe. Finally, the limiting quadrant is a result of 

minimal resources available for countries to channel into public support. This is usually associated 

with inefficient public institutions located in the developing world (Dennis, 2011). 

 

The Three Clusters of Corporate Public Policy Participation  

According to Hillman and Hitt (1999), there are three different clusters that depict the way 

firms participate in public policy development: (1) an information strategy; (2) a financial 

incentive strategy; and (3) a constituency-building strategy. The first two strategies are geared 

towards direct interaction with policy-makers by providing them with either information or 

financial incentives that would sway their support towards a certain policy. The third strategy, on 

the other hand, is an indirect method of influencing public policy. It focuses on gaining support 

regarding a certain issue from the general public, who will act as intermediaries.  

 Further research by Hillman and Wan (2005) indicate that information and political 

strategies are preferred by subsidiaries that have operated longer within a host country. Size also 

matters with larger subsidiaries using information and constituency-building political strategies.  

MNEs that have subsidiaries in pluralist host countries will tend to choose information and 

financial strategies while those in corporatist host countries opt for a more constituency-building 

strategy. Finally, parent firms' level of international diversification is positively related to the use 

of all three political strategies. 

 

 Strategies for MNE involvement in Public Policy 

 

 Based on the analysis of current literature on corporate public policy engagement, the 

author identifies several strategies MNEs can adopt if they want to pursue involvement in public 

policy, either in their home country or their host country. While there is no one size fits all solution 

as types of governments and the level of control they exert also vary, these strategies are general 

in nature and can be adapted to fit certain countries and different quadrants. Furthermore, the 

author also outlines how the human resources function can be a strategic partner in the execution 

of these initiatives.  

 

Strategy 1: Involve Top Executives in Public Policy 

Involvement in public affairs is one of the primary concern of top management. In an era 

of globalization and tough competition, corporate leadership must be seriously engaged and 

committed to issues of public importance, which includes policy formulation (Schepers, 2011). 

Top management should be aware of any regulatory or legal impediments to the execution of 

strategy because since they are the ones setting the direction for the firm. Moreover, top 

management wield legitimate power as afforded by their position. This is key in negotiations with 

governments because there is a symbolic element that only those in power negotiate on behalf of 

the company, especially in authoritarian countries (Boddewyn, 2007). 

As the public face of the company, presidents or CEOs receive the most airtime and sound 

bites. They are well-positioned to influence stakeholders and the general public on issues that are 

crucial to the firm’s strategy. Moreover, Garten (2002) calls this, “the CEOs new agenda.” CEOs 

should recognize that problems of terrorism, poverty, and standards are global in nature and require 

cooperative solutions. At the very least, it is one CEO lobbying for changes in public policy. At 
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best, it would be a group of CEOs who band together and get their organizations working towards 

a certain policy direction. 

CEO political connections is a key driver to successful involvement in public policy 

development. As a special form of social capital, corporate political connections enable firms to 

enjoy a variety of benefits, including greater influence on public policy matters. (Wu, et.al, 2013). 

Role of HRM: HR professionals play a crucial role since they will initiate the search for 

candidates for management positions. They would either look to promote from within or work 

with recruitment firms to headhunt from outside. It is important that part of the criteria for selection 

would be expertise in public policy and/or previous experience in working with various 

government agencies. In the absence of such a person, HR should take the initiative of supporting 

top management by providing them with a public policy expert. On a long-term scenario, HR 

should include political savviness as part of their training and development programs for personnel 

that are crucial to the succession planning of the firm as well as the design of its rewards systems. 

Wei, Li & Zhang (2014) asserts that employees tend to invest more in improving their political 

skill when properly incentivized either through tangible or intangible rewards. 

 

Strategy 2: Participate in Government Consultations 

 Many countries around the world have recognized the importance of stakeholder 

participation in determining how the government is to be run. Government agencies have already 

begun integrating consultation into their processes from budgeting to policy formulation to public 

service delivery (Van der Graaf & Veeckman, 2014). For instance, in Germany, MNEs have a 

formal role in government policy because they are included in associations of firms that are 

consulted formally on public policy matters before they are adopted and implemented (Keim & 

Hillman, 2008).  

 Participatory consultation is mutually beneficial. Stakeholders such as businesses get their 

voice heard on issues crucial to their performance, they are also able to pave the way for easier 

implementation of new policies and operationalization with minimal risk and lesser costs. Active 

participation would also allow firms to leverage their expertise and study how policy 

implementation will affect business as usual. Firms can then make recommendations for additional 

amendments to either the policy itself or its implementing guidelines. Moreover, consultation is 

also beneficial to government entities according to Birskyte (2013). In an era of increasing public 

distrust in government and its institutions and low public tolerance on corruption, engaging and 

consulting the public with the public in policy decision making activities may strengthen 

democracy as well as result in a more effective allocation of scarce public resources. 

 Role of HRM: The HRM office, led by the CHRO, must establish itself as the knowledge 

expert in any public policy issues that pertains to the human capital of the MNE. Establishing a 

knowledge management hub is essential to identifying pertinent legislation that affects any 

employee of the company. These would include labor laws, recognition of qualification, 

immigration and rules on foreign workers and many others. It is the task of HR to study these and 

best practices around the world to be able to develop recommendations in during consultations. A 

representative from HR should be present during these consultations to be able to give another 

perspective. Furthermore, HR staff should be assigned to liaise and build connections with 

government agencies so that the MNE is constantly aware of any potential changes in policy.  

 To be able to better understand how public policy changes will affect the company and its 

workforce, HR can spearhead a series town hall meetings that will enable senior leadership to keep 

employees informed, engaged and in sync with business goals and at the same time solicit 
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information that can be translated on a firm-wide position on a certain policy (Maurer, 2013). 

Town hall meetings are effective because more people pay attention to face to face meetings, which 

builds trust, reduces confusion and is easier to understand (Woodward, 2006). Through town hall 

meetings, management can convey potential changes in regulation and solicit opinions on how 

these would affect how process flows are affected, how relationships with customers are impacted 

and how it would benefit or be detrimental to the company’s workforce.   

 

Strategy 3: Formulate Higher Global Standards Across all MNE Locations 

 One of the tough choices MNEs need to make is whether or not to focus on standardization 

and adapt processes and internal policies that are uniform across every subsidiary in all locations 

that the MNE operates in. This includes a consistent global approach to working conditions 

(Heymann, 2010). The other choice is to develop practices that are more responsive to local 

conditions, such as relaxing quality standards or lowering wages when operating in less developed 

countries (Chung, et.al, 2014; Muratbekova-Touron & de Villechenon, 2013).  

He other 

  Adopting a global standard for the entire MNE has several advantages. First, the company 

ensures that quality is maintained throughout the entire supply chain. It can even choose to enforce 

standards that are higher than certifying bodies (Jolly, 2013). Setting the bar high leaves the MNE 

less vulnerable to changes in government regulations since amendments in public policy are often 

geared towards stricter standards. If the company already has above par standards, it does not have 

change its existing strategy. Moreover, the MNE can take a leadership role in promoting best 

practices, giving it favored status with the government. In fact, the firm can even take it further by 

influencing the different governments to accept and legislate the higher standards, putting the firm 

in a prime mover position as suggested by Kumar, Thakur & Pani (2015).  Finally, it results in 

savings for the company. For example, retaining employees, despite above-average salaries and 

benefits, is still cheaper than the cost of hiring and training new people due to high staff turnover 

(Heymann, 2010).  

 Role of HRM: The development, implementation and enforcement of a unified standards 

for the workforce will be directly under the purview of the CHRO. When an MNE is able to create 

conditions where its employees are both skilled and motivated, these conditions result in a positive 

effect on performance that is greater than the sum of the individual effects (Fey, et.al, 2009). 

Furthermore, HR professionals of the company can participate in the development of a multi-

industry national and global human resources standards that should help HR more effectively 

perform its job, as well as demonstrate its value to senior leadership, how HR functions are defined, 

measured, and accomplished within home and host countries. The standards being developed by 

SHRM cuts across the entire HR set of functions from compliance and regulatory to compensation 

and benefits, outsourcing, performance management, and many others (HR Magazine, 2011).  

 

Strategy 4: Enhance Engagement through Corporate Social Responsibility 2.0 

Firms have viewed value creation as the pursuit of profit, the economic bottom line, at the 

expense of other dimensions in society. On the other hand, government and civil society address 

social problems at the expense of business. Thus, the presumed trade-offs between economic 

efficiency and social progress have been institutionalized in policy choices (Cucca & Tacchi, 2012; 

DeCanio, 1997). 

 Companies must take the lead in bringing business and society back together. The solution 

lies in the principle of shared value, which involves creating economic value in a way that also 
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creates value for society by addressing its needs and challenges (Scagnelli & Cisi, 2014). 

Businesses must reconnect company success with social progress. Shared value is a new way to 

achieve economic success. It is not on the margin of what companies do but at the center (Porter 

& Kramer, 2011). This has led to next major transformation of business thinking, that of corporate 

social responsibility (CSR) 2.0.  

CSR operates in the sphere of public policy, dialogue, and institution building. These 

would include efforts by MNEs, either as an individual firm or a collective, to account for their 

interactions with public institutions and to dialogue with these institutions in the hope of 

participating in public policy formulation to help governments in capacity-building, strengthen 

institutional programs and efficiently deliver government services (Zhao, 2012; Nelson, 2008).  

This is supported by Visser (2013), who conceptualized Transformative CSR or CSR 2.0, 

which tackles the root causes of societal problems through reengineering business models, 

changing the way business is done, innovating systems and processes, and most importantly, 

lobbying for progressive national and international policies. Unlike traditional CSR which focus 

on firm strategy, CSR 2.0 attempts to work with government and civil society at the macro level, 

making change happen at the societal, institutional and individual level. 

The goal for companies is to exert their considerable influence on governments in an 

accountable manner. Firms can lobby at an individual level or work together through trade 

associations and chambers of commerce to pool together resources. CSR work is particularly 

crucial when MNEs operate in countries that have weaker governance, transparency and 

accountability measures (Nelson, 2008). The goal is for business and government to work together 

to develop public policy approaches that seek to mobilize CSR to deliver productive employment, 

a competitive economy and a sound environment (UNIDO, 2015). 

Contrary to arguments that CSR will cost a firm a significant chunk of it profits, companies 

that are able to effectively and efficient integrate CSR into its core business philosophy and 

operationalize it across its different business activities will be the most successful in increasing 

shareholder wealth. CSR requires innovations in business processes; firms that can do so in spite 

of global challenges such as climate change and inclusive development will be at the forefront of 

competitive advantage (Whaley, 2013). 

Role of HRM: CSR takes into account all stakeholders, including that of employees. HR 

is necessary in implementing CSR initiatives through the development of the synchronicity 

between economic and social goals and performance of the organization (Buciuniene, et.al, 2012). 

HR practices appear as a strategic piece of the responsible leadership criteria that sustains the 

MNE’s orientation towards the triple bottom line. HR also plays an important function in managing 

the centrality of employees in CSR strategies and facilitate how employees shape CSR practices 

(Gond, et.al, 2011) through co-creation (Jamali, 2015).  Furthermore, an MNE’s HR policies 

therefore concentrate on the safeguarding of global workforce diversity in terms of ethnicity, race, 

religion and gender. The CHRO and the HR function needs to work with governments develop 

codes of conduct and ethical situations, as well as develop HR strategies that would take into 

account the unique cultural preferences and legal requirements of various locations (De Chiara & 

Tiziana, 2011). HR will be the driving force in the transfer of employee-oriented CSR to foreign 

subsidiaries (de Jong, 2011).  

 

Strategy 5: Collaborate Using Global Public Policy Networks 

 Problems plaguing society are complex and multi-faceted. They often cannot be addressed 

by a single instruction. Issues on inequalities and sustainability were once thought to be limited to 
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the government. However, these issues are now also affecting MNEs as they fight to survive and 

gain competitive advantage. Thus business, are finding it important to collaborate with institutions 

on issues that affect all sectors of society. Dialogue and collaborative inquiry is necessary in 

building trust and fostering a mutually beneficial relationship. Only then can systemic change be 

possible (Senge, et.al, 2007). 

MNEs can establish or participate in Global Public Policy Networks (GPPN). GPPNs build 

on the individual strength of MNEs, domestic governments, and NGOs to create expected 

standards of behavior in business areas such as labor rights, environmental standards, and working 

conditions (Detomasi, 2007). Creating a global multi-stakeholder governing body ensure 

participatory representativeness from relevant stakeholders, resulting in enhanced policy 

engagement and decision making (Lee, et.al, 2012).   

Due to the different entities present in a GPPN, the network is able to create an effective 

international governance system that overcomes the weaknesses afflicting each individual 

member. The biggest advantage of the GPPN is the ability to build bridges across different sectors 

and levels, integrating public, private, and non-governmental efforts in managing the governance 

challenges posed by policy areas. The network provides an institutionalized forum for dialogue 

and debate amongst its stakeholders (Benner, et.al, 2003). Furthermore, the decisions made by the 

network has a legitimacy to it because it has been ratified by the very individuals and groups who 

are tasked on implementing and policing these standards. Finally, the GPPN can identify and 

enforce sanctions to violators of set agreements, including expulsion from the network. Expulsion 

brings about large costs, including the inability to influence policy reforms, thus, no member 

institution will willingly seek out expulsion (Detomasi, 2007).  

 Role of HRM: HR can act as the coordinating body for the participation of the MNE in the 

GPPN. Among all the functions, it is the HR function that is naturally able to work with multiple 

stakeholders. HR will be able to identify resources and the people who are necessary in the 

collaborative efforts. HR can also work with the MNE’s representatives to the GPPN by 

communicating the efforts of the network across the entire corporation. Finally, HR will be crucial 

in translating the agreements within the GPPN to workable corporate policies.  

 

Conclusion and Recommendations 

 

Research has increasingly shown that public institutions and the policies that they develop 

has had increasing impact on multinational enterprises (MNEs). MNEs, in the continued pursuit 

of competitive advantage have been forced to innovate, negotiate, avoid or adopt their business 

activities in response to changes in public policy (Regner & Egman, 2014).  

To be able to exert a semblance of control of the political or regulatory environment that 

affects business strategy, it makes good business sense for firms to be involved in the development 

of public policy. The extent of firm involvement depends on the MNE’s degree of international 

operations, the industry where it operates in, the importance of the issues being addressed by public 

policy on firm performance, and the need for institutional support. This paper has presented several 

mechanisms in which MNEs can have a level of involvement in public affairs. Finally, each 

strategy highlights the role that human resources management can play in achieving strategic 

objectives. 
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Abstract 

 

The last decade saw an increasing level of online services offered by the banking 

institutions in the Philippines. The banking industry has taken initiatives to provide most of their 

products and services be available using the internet, as most, if not all, of the companies now have 

online banking feature where in clients can transact anytime and anywhere. This on-going 

advancement in financial technology plays a vital function in the day-to-day lives of their current 

clients as it provides them convenience, efficiency and security in dealing with banking 

transactions related to their personal and business needs. However, only few of the publicly-listed 

universal banks in the Philippines offer mobile banking services through the mobile banking 

application software, also known as banking mobile apps. Although previous studies by 

researchers covered the importance, scope, perception about online banking services and the 

impact of financial technology, the literature on banking mobile apps is still very scarce. An in-

depth comparative analysis banking mobile apps of selected universal banks in the Philippines 

would be give significant information on this aspect. Using content analysis methodology, this 

paper seeks to examine the mobile application of three universal banks in the Philippines, namely: 

Banco De Oro (BDO), Bank of the Philippine Islands (BPI) and Metrobank. Specifically, the study 

would like to compare the pre-login and after login features of the mobile apps of the selected 

universal banks in the Philippines. 

The results shows that the various mobile application features of the three banking 

institutions differ with each other. Some of the difference include: general information, security, 

account information, investment services and online requests. Overall, the paper would advise to 

include the useful banking services of other bank’s mobile application in order for the other banks 

to improve the level of capabilities that their current banking mobile application is offering. In 

addition, this study is provides meaningful evidence that mobile banking is already providing more 

and more services to the clients, thus, other universal banks without a mobile banking app should 

consider adding this offering to their retail and institutional clients. 

 

Key Words 

 

Content analysis; Mobile apps; Online Banking; Content analysis; Universal banks 
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Introduction 

According to Lotfizadeh (2015) the overall market, which includes the financial sector, has 

experienced vast improvements on their products and services with the emergence of information 

technology growth and communication networks development during the last few years. The study 

added that these enhancement and new techniques in their day to day operations have increased 

the companies’ efficiency and productivity. The new ways of information transfers and 

development of large information databases helped the firms in reducing their operating costs, 

proliferation and communicating with their clients. With regard to the financial and banking 

industries, there are few studies that report the development of the current financial and banking 

services as a result of the introduction of these information technology software and 

communication systems. Lotfizadeh (2015) said that the modern software and technology that 

were introduced in the market pushed the banking firms to introduce new banking products and 

personal financial management services which further improve the banking sector’s development 

and growth. The two evident technological advancement on banking products and services are 

internet banking and mobile banking. 

Internet banking also referred as online banking or E-banking utilizes internet connection 

in order to access a banking company’s services such as bills payment, loan payments, fund 

transfers, account information requests, investments, etc (Singh 2012). The use of this medium 

enables the banks to entice their current and prospective customers because of the convenience 

and efficiency it brings to the table. Given this emergence on the use of internet banking in the 

banking industry, more and more studies have been conducted to examine its importance, 

coverage, risk and other factors that affects and can be caused by the e-banking services. Mannan 

(2010) and Singhal & Padhmanabhan (2008) studies looked at the perspective of the customer’s 

opinion in order to examine their perception towards the internet banking products’ service quality, 

impact and adaptability. However, Singh (2012) said that analysing the technological 

advancements in the banking companies can also be done to obtain meaningful information 

without seeking perspectives from the customers themselves. Although studies above looked at 

the internet banking services of banking institutions, this paper focuses mainly on the mobile 

banking services of the sector. 

According to Fenu (2015), mobile banking or often termed as m-banking, has become one 

of the latest electronic distribution channels for the banking industry. This new platform in banking 

serves as an important agent in providing both customers and banks efficiency and convenience in 

most developed countries and other emerging countries as well. The banks can employ mobile 

banking services in their operation and growth prospects since the use of mobile phones have 

grown in any markets during the last few years. More and more people are using mobile phones 

in their everyday lives such as in work, family matters, education and other public services. This 

reality enables the banks to reach more through the mobile banking that they offer. CGAP added 

that mobile banking minimizes the time and distance spent by people in going to the nearest retail 

bank branches which denotes that it provides one aspect that is really important to these consumers, 

and that is accessibility. The basic mobile functions such as mobile browsing, text messaging, 

application downloads and preloaded applications were integrated with the normal banking 

services offered by banks thus, creating the m-banking services for the markets (Chitungo & 

Munongo, 2013). 

In addition, in terms of the growth of mobile usage of customers during the last few years,, 

Fenu (2015) mentioned that there is a steady development in the smart mobile devices in 
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penetrating the consumer market. There are different benefits that smart phones provide versus the 

normal desktop and laptop computers namely: mobile phones are easier to carry especially for 

those individuals that are always traveling, tablets and mobile phones can have longer battery life 

and available instantly. Given these developments in the mobile usage of the consumers, it can be 

inferred that companies such as banks can obtain an increase in expected return of investments in 

these mobile banking services since it provides them benefits such as: increased level of trust from 

its customers, other source of income achieved through understanding the customer data, 

introduction of entirely new banking services, better conversion rate of prospect customers and 

they can also obtain increased level of potential customers. 

This paper ultimately examines the mobile applications of the top three publicly listed 

banking companies in the Philippines, namely: Banco De Oro, Bank of the Philippine Islands and 

Metrobank. The paper compares each of the bank’s pre-login, after log-in features, as well as their 

normal m-banking services such as fund transfers and bills payment features. 

 

Review of Related Literature 

Fenu (2015) defined the word ‘mobility’ as how the use of mobile devices and gadgets can 

provide its users a higher degree of independence from space and time achieved in ICT processes. 

Some of the drivers of the companies’ decision in investing on this business mobility includes: 1. 

They are taking advantage of the developing mobility of their respective customers, 2. Investments 

in mobility provides them savings on costs, 3. Business mobility also provides them operational 

efficiency and productivity, 4. It also provides them workforce or employee mobility. On the 

bank’s perspectives, Fenu (2015) explained that the emergence of mobility in banking industry 

creates changes in their overall business operations as well. M-banking provides the bank lower 

costs per transaction as compared to the normal branch banking. Given this, the banking institution 

can encourage more of the customers to migrate to m-banking since they can charge lower fees for 

transactions carried out through the mobile platform (CGAP, 2006); the mobility change may be 

attributed to the banks’ answer to the changing needs and requirements of their respective customer 

base. However, a study by Shaikh and Karjaluoto (2015) identified four major factors of mobile 

banking, namely: perceived risk, perceived, ease of use, perceived usefulness, and compatibility. 

 

Perceived usefulness 

Perceived usefulness is defined by Davis (1989) as ‘the degree to which a person believes 

that using a particular technology enhances his or her job performance’. Akturan & Tezcan (2012) 

and Amin, Hamid, Tanakinjal, & Lada (2006) added that the usefulness of these mobile banking 

systems is one of the main reasons of the customers’ adoption; Tan & Teo (2000) added that this 

external efficiency and effectiveness are then associated to the perceived usefulness of the m-

banking products and services. 

 

Compatibility 

Wu & Wang, (2005) said that one of the most commonly used factor that can be related to 

mobile banking adoption is its compatibility. Rogers (1995) defined compatibility as how the 

mobile banking platforms are well suited to the potential adopter’s existing values, previous 

experiences, and current needs. 
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Perceived ease of use 

Davis, Bagozzi, & Warshaw (1989) defined the perceived ease of use of mobile banking 

services as to the ‘degree a person believes that using a particular system is effortless’. This is 

important since the banking institutions can get additional benefits if their mobile banking services 

have user-friendly interfaces; this characteristic can provide positive attitude towards mobile 

banking. Wu & Wang (2005) added that the customer’s adoption of and intention to use the bank’s 

mobile banking can be influenced by the services’ perceived ease of use. 

 

Perceived risk 

Although there are different benefits that banks and the customers themselves obtain when 

using mobile banking services, there are some risks associated with the technology as well. 

According to Corradi, Montanari, & Stefanelli (2001), bank fraud and security issues are few of 

the major risks associated with mobile banking. Wu &Wang (2005) referred this as the mobile 

banking services’ perceived risk, which they defined as the association of the financial product 

performance and the social, psychological, physical, and time risks connected with consumers are 

using these services. Numerous studies suggest that the consumer’s adoption to the technology is 

reduced when the perceived risk using the mobile banking services is higher (Liu & Chen, 2009; 

Mallat & Rossi, 2009; Yang, 2009; Zhang, Zhu, & Liu, 2012) 

There are other studies that provide knowledge regarding the development, adoption, and 

impact of mobile banking in the overall banking system of countries. Gu, et al. (2009) and Safeena, 

et al. (2012) reported that m-banking helps banking institutions to provide easy, quick and 

convenient services to its customers; it also helps them offer fast and quick information for their 

clients. Also, Dineshwar &Steven (2013) said that the growth of m-banking services is also an 

important factor in the development of the bank and the mobile provider services industries’ 

strategic growth. Wessels & Drennan (2010) added that the growth of mobile banking services 

offered by bank has become an emerging aspect of the electronic banking in the market. On the 

other hand, Dineshwar &Steven (2013) mentioned that customers of banks are still feeling 

reluctant on using mobile products and services caused by the perceived risks in using them. 

Dineshwar & Steven (2013) and Gu et al. (2009) and Safeena, et al., 2012) even added since this 

new technology is still in the early stage of development, security concerns and uncertainties still 

exist; these characteristics make them incomparable to the other normal banking products and 

services.  

 

Methodology 

This paper examines and investigates the mobile banking applications of the top three 

publicly-listed banking companies in the Philippines, namely: BDO (with Php1.9 Trillion assets), 

Metrobank (with Php1.5 Trillion assets) and BPI (with Php1.2 Trillion assets). The study compares 

the characteristics, capabilities, features and other services offered by the banks’ apps. The 

methodology is based on the process done by Singh (2012); however, the study looked at the online 

portals of the banks rather than the mobile banking apps. The mobile apps of the banks were 

downloaded from the application store of the mobile devices with no extra fees. The researcher 

created an account on each bank’s mobile apps and examined the different features and services 

of the application using the content analysis technique. 
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Each of the features and banking services offered by the banks’ mobile apps were studied 

and compared based on their ‘Pre Login’ and ‘After Login’ features. If service is available, the 

code (X) will be used, otherwise, non-availability of service will show (NA). The pre-login 

features services that do not require log-in details such as Quick Links, Branch ATM Locator, FX 

Rates, Social Media links. On the other hand, after login features were categorized into four 

aspects: Account Information, Fund Transfer, Bill Payment & mobile reload payments and 

General information and other options. 

 

Results and Discussion 

Pre-login features 

Customers need to request access to the bank’s mobile application via enrolment online or 

through the bank’s branch. After enrolment, the customer will receive a notification email that 

gives them their username and password. This detail will be used in accessing their bank’s mobile 

application. The banks’ prelogin features comparison has been shown in Table 1. 

 

Table 1: Comparison of Pre-login features of Mobile Apps of Selected Banks 
Pre-login Features BDO BPI Metrobank 

Forget User ID and Password X X  

Mobile Banking Account Enrolment X X X 

Account Lock Webpage X   

One Time Password (OTP) Generator X   

Quick Balance Page X X  

 

Table 1 reveals that BDO and BPI mobile banking apps enable the customer to obtain their 

user ID and/or obtain a temporary password using the Forget User ID and Password function. 

Metrobank’s mobile app does not have this functionality. In addition, only BDO’s app has the link 

when the customer’s ID has been locked due to multiple inputs of incorrect password. In addition, 

BDO’s app can make customers to have a One Time Password (OTP) Generator, which require 

customers to input a code sent to their mobile phones via text or answer a personal question. This 

function increases the security concerns of customers using the m-banking application. Lastly, 

only customers of BDO and BPI can view their account balance using the Quick Balance function 

in the mobile application. Customers no longer need to type their login credentials to quickly check 

their account balance. 

 

After Login Features 

The banks’ After Login feature includes all banking products and services showing in the 

mobile app after the customer logged in. Much like of the study of Singh (2012), these features 

are based on four sub-group i.e. Accounts Information, Fund transfer, Online Bill Payments and 

e-commerce payments, and General information. 

1. Account Information 

According to Singh (2012), customers of the banks usually use the mobile applications for 

accounts related information such as balance query, mini statement, summary of account and 

others. The comparative position of the Philippines banks has been shown in Table 2. 
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Table 2: Comparison of Account Information Related Features of the Banks’ Mobile Apps 
After-login Features BDO BPI Metrobank 

On screen Display of Account statement X X X 

Number of transactions in mini statement 

Last 10 

transactions; 

can edit date 

with no 

maximum # of 

transactions 

No specific 

# of 

transactions 

**mobile 

functionality of 

Metrobank for 

historical 

transactions was 

encountering 

issues at the 

time of the 

examination; 

mobile text 

received upon 

checking the 

historical 

transaction 

Specific Transaction Details (Branch names, Running 

balance, etc.) 
X NA NA 

Maximum Time/Transaction range of Accounts Statement 3 months 2 months NA 

On screen Display of Investment statement NA X NA 

Subscription and Redemption of Investment NA X NA 

 

Table 2 shows the three banks’ after login features. All of the banks display the customer’s 

account statement. Although BPI’s app does not have any specific # of transactions displayed in 

the screen, customers cannot edit the date range as it is only covering transaction for the last 2 

months. BDO also has no maximum # of transaction displays when customers are editing the date 

range; maximum 3 months historical account statement. Lastly, only BPI’s app can enable 

customers to subscribe and redeem their mutual fund investments; the investment account 

statements are also available in the mobile app of BPI. 

 

2. Fund Transfers 

Since m-banking services include all general banking products and services offered in a 

typical bank branch, the banks mobile applications also are capable of transferring funds from one 

account to another. This is an important service for both banks and customers since financial losses 

may happen in case of mistakes from any parties. Ideally, the banks’ mobile app enables the 

customer to transfer the funds to its own account within the bank, to third party of same bank and 

interbank transfers. The Philippine banks’ fund transfer features and services are reported in Table 

3. 

 

Table 3: Comparison of Fund Transfer Related Features of Selected Banks’ Mobile Apps 
Fund Transfer Features BDO BPI Metrobank 

Display of account balance on fund transfer screen X X NA 

Transfer Funds to Own Account Under the same Bank X X X 

Transfer Funds to Another Person Under the same Bank X X X 

Transfer Funds to Another Person from other bank X X NA 

Transfer Scheduler X NA NA 

 

Table 3 shows the comparison of the three bank’s fund transfer features. There seem to be 

no difference between the BDO and BPI’s mobile applications as all enable the customer to display 
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the account balance on the fund transfer screen; both allow the customers to transfer funds to 

another person and to persons from other banking companies. Metrobank, however, does not have 

a functionality to show the account balance on fund transfer screen and transfer to other banks. 

Lastly, only BDO can allow customers to schedule their fund transfers. 

 

3. Bill Payments and Mobile Re-load payments 

Based on numerous studies, one of the reasons why there is a growing usage of mobile 

banking is the convenience and efficiency of the apps’ bill payments and Mobile Re-load 

payments. By using the mobile app, customers can already pay their various bills such as 

telephone, electricity, insurance, credit card and etc. There are two ways in which customers can 

make payment, namely: manual payment when payment is due or by set up ‘Regular Pay’ 

instructions. In addition, banking mobile apps can also allow their customers to re-load their 

prepaid mobile phones. The bills payment and mobile re-load payments of the banks are presented 

in Table 4. 

 

Table 4: Comparison of Bill Payments and Mobile Re-load payments of Banks’ 

Mobile Apps 
Bill Payments and Mobile Re-load payments BDO BPI Metrobank 

Display of List of Billers X X X 

Payment from credit card X NA NA 

Payment Scheduler X NA NA 

Payment History option X NA NA 

Facility of Prepaid Reload X X X 

 

All of the banks can enable their customers to pay merchants via mobile bills payment 

feature and also reload their prepaid card mobile phones using the mobile app. However, among 

the three banks, only BDO facilitates bill payments via credit card accounts. In addition, it allows 

customers to schedule their bills payment especially to those expenses that are fixed in amount and 

occur regularly such as insurance payments and other utility expenses. Lastly, BDO mobile app 

also displays the historical payments by their customers for easy tracking of payments made. 

 

4. General Information and Other Options 

Lastly, the study also examines the general information and other options that the mobile apps 

of the banks provide to its customers. This general information includes change password, 

application settings, promos, ATM/Branch locator, Contact Us, FX rates, Credit Card/Loans 

Inquiry. Based on the comparison of the banks’ mobile apps general information and other options 

presented in Table 5, the three companies offer almost the same information in their mobile 

banking application. 
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Table 5 

Comparison of the Mobile Apps’ General Information and Other Options 
General Information and Other Options BDO BPI Metrobank 

ATM/Branch Locator X X NA 

FX rates X X NA 

Credit Card / Loans X X NA 

Contact Us X X X 

Mobile App Terms and Condition X X X 

Bank’s Promos X X NA 

Bank’s Social Media NA X NA 

Stop Payment Order X X NA 

Enrol Additional Account NA X NA 

Checkbook Reorder X X NA 

Properties for Sale X NA NA 

 

Conclusion and Recommendation 

This paper aims to investigate and compare the mobile banking applications of the top three 

publicly-listed banking companies in the Philippines. The study is based on the methodology by 

Singh (2012), although this paper looked at the mobile application as opposed to the online-web 

page banking services of the banks. The comparison is based on key features of the mobile apps, 

namely: Pre-log in features, Account Information, Fund Transfer, Bill Payment & mobile reload 

payments and General information and other options. The researcher used content analysis 

technique in examining each of the bank’s mobile applications. 

Based on the examination made, it can be inferred that the three banks attempt to make 

their mobile version of their banking products and services to be efficient, user-friendly, 

informative and secure. However, BDO offer more banking and non-banking functionalities as 

compared to the other two banks. These services include: properties for sale service, bills payment 

using credit card, bills payment and fund transfer scheduler and history options, One Time 

Password option and Account Lock option. Lastly, Metrobank’s mobile banking application seem 

to be lagging compared to the other two banking companies, despite being 2nd ranked banking 

institution in the Philippines based on recent total assets. 

According to Fenu (2015), banks can exploit the added capabilities of mobile devices by 

increasing the company’s funds in improving the mobile apps features, security and functions as 

compared to the their web platform. This is true since more and more customers are using their 

mobile phones in their day-to-day activities as compared to desktop/laptop computers. The other 

banking institutions in the Philippines that has yet to have the mobile banking application can also 

consider this technology in order to serve their customers more efficiently, provide more 

convenience and also give the banks lower cost of operations. They can use this study in creating 

a cost-benefit analysis in the current platforms that they offer to their respective customers and 

also understand their competitive advantage vis-à-vis their competitors. Currently, the other top 

10 banking companies in the Philippines that provide mobile banking applications include 

Landbank of the Philippines, Security Bank, Chinabank RCBC and Union Bank of the Philippines. 

For future studies, researcher can look for other banking and non-banking services that has 

yet to be part of the current banking products and services offered by these universal/commercial 

banks. In addition, future studies can also look at other industries, aside from banking sector, and 

examine how mobile apps can improve their normal business operations, products, services and 

customer satisfaction. 
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Abstract 

 

The financial meltdown that began in 2007 revealed the problems with monoline/bond 

insurance.  Bond insurers, whose business models are dependent on a AAA-credit rating, were 

exposed to risks that threatened those ratings. Specifically, these insurers had four sources of risk: 

increasing the proportion of structured finance in the insurance portfolio, increasing the proportion 

of structured finance in the investment portfolio, selling credit default swaps, and providing 

guaranteed investment contracts. These exposures provided a mix that became toxic once the 

structured finance market faltered and their credit ratings fell. We review the prior academic 

literature on monoline/bond insurance, and provide an account on the rise and fall of the 

monoline/bond insurers including a case study on the survivors. We examine the history, risk 

exposures and the regulatory framework of these insurers and the future post the 2008 crisis for 

bond insurers. 

 

Introduction 

 

      Financial guarantee insurers, more commonly referred to as bond insurers, became 

intertwined with the economic crisis of 2008 primarily due to four strategic decisions. Firstly, these 

insurers wrote bond insurance to enhance the quality of the super-senior tranches of collateralized 

debt obligations, most notably those backed with residential mortgages. Secondly, some of these 

insurers participated as counterparties in credit default swaps, selling an assurance of payment to 

the buyer of a swap if the credit quality of a collateralized debt obligation deteriorates. Thirdly, 

these bond insurers sold guaranteed investment contracts to the municipal bond or structured 

finance security issuers in cases in which the issuer did not require all the proceeds initially. 

Finally, these insurers invested in both municipal bonds and structured finance.  In fact, some 

invested quite heavily in bonds that they insured, including collateralized debt obligations backed 

by residential mortgages. In all of these decisions, adverse selection and moral hazard significantly 

aggravated the risk to these insurers. Moreover, the regulatory framework applied to oversee was 

not adequate to monitor bond insurer operations, capital adequacy, and risk. Financial guarantee 

insurers, also known as bond insurers or monoline insurers, have operated in relative anonymity 

until the deterioration of the financial markets in 2008, precipitated by defaults in the subprime 

mortgage market, pushed these firms to the limelight. These firms were the earliest victims of the 

2008 financial crisis melt down beginning in the summer of 2007. Historically, financial guarantee 

insurers (monoline insurers) have operated in a largely ignored, but profitable, line of insurance. 

Regulators and investors underestimated monoline insurer’s increased risk from expansion into 

correlated product lines, as well as the effect and extent of their dependency on credit ratings. The 

purpose of this paper is to review scarce academic literature on bond insurance and the operations 

and regulations of bond insurers. This paper attempts to determine how they evolved from the 

highest performing, most solvent property/casualty insurers to their quick demise during the 2008 
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financial crisis. We examine whether these bond insurers had sufficient capital to support their 

activities, and we explore the adequacy of the monoline insurance regulatory framework.  We also 

study the extent that moral hazard and adverse selection may have contributed to the decline in 

bond insurers’ financial condition.  

      We organize the paper as follows.  In section 2, we provide a literature review and an 

overview of the bond insurance industry including a history of the significant events that shaped 

the industry. In section 3, we discuss the monoline insurance regulation. In section 4 we discuss 

the key players and their exposures. In section 5 we discuss what happened during the 2008 

financial meltdown. In section 6, we discuss policy implications. Finally, in section 7 we conclude 

the study.  

 

Monoline History 

 

A (monoline) bond guarantee insurance company promises to make payments associated 

with the insured security over the lifetime of that security for a specified fee. The debt issuers of a 

structured financial product may decide to obtain such insurance; From the point of view of the 

debt issuer, this insurance is advantageous to the extent that it makes the security issued safer and 

thus lowers the interest payments required by investors in such a security. The bond insurance or 

monoline insurance sector consisted of nine main firms. They are MBIA, Ambac, FSA, FGIC, 

SCA (quoted as XL Capital Assurance), Assured Guarantee, Radian Asset Assurance, ACA 

Financial Guarantee Corporation and CIFG. Most companies were based and supervised in the US 

states of New York or Wisconsin, while there were also subsidiaries and similar companies in 

Europe, including in the United Kingdom and France, with pass porting rights in the case of other 

European countries. Thus, while the sector was largely based in the United States, its business was 

international. In this context, about one fifth of the business reported on the balance sheets of the 

nine main firms were qualified as international, and securities guaranteed by financial guarantors 

were held in portfolios around the world. The business model of bond insurers is to guarantee the 

servicing of the bonds or asset-backed securities they insure or “wrap”, thus effectively lending 

their high credit rating to less creditworthy debt issuers for a fee. Hence, the credit ratings of bond 

insurers are crucial to their business model and traditionally most bond insurers held the highest 

triple-A rating from the three major rating agencies Moody’s, Standard and Poor’s, and Fitch 

Ratings. In addition, to reduce the likelihood of the occurrence of the risk that the debtor defaults, 

the bond insurer assists in the structuring of the debt issues, insisting on various covenants that 

provide a variety of rights and remedies available to the bond insurer to address issuer or servicer 

financial problems or deteriorating asset performance. Moreover, the bond insurer monitors the 

performance and alerts the issuers in situations when servicing difficulties may arise. Moreover, 

in some cases, the bond insurer intervenes - in advance of actual claims - to transfer servicing, 

redirect cash flows or enhance the coverage of insured securities to improve performance or 

mitigate losses. Refer to Table 1. 

      While bond insurers typically retain most of the risk that they underwrite, they use 

reinsurance selectively, although much of that reinsurance occurs within the bond insurance sector 

(thus limiting the protection to be had for the sector as a whole). Traditionally, the business of 

bond insurance was confined mostly to guaranteeing bonds issued by municipalities. Bond 

insurance is acknowledged to have begun in 1971 with the insurance of a USD 650 000 obligation 

bond for the Greater Juneau (Alaska) Borough Medical Art Building. By 2003, almost half of all 

municipal bonds issued in the United States were insured. Moreover, defaults were very limited in 
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municipal bonds, allowing the bond insurance companies to operate with very a very thin capital 

bases. Subsequently, however, in response to the increasingly competitive conditions in the 

municipal bond insurance sector, bond insurers began to increase their exposure to risk in 

structured financial products. In addition, there was a regulation change in the United States in the 

late 1990s that facilitated bond insurers to expand beyond their specialty business of insuring 

municipal bonds to the areas of more complex structured financial products.  

     Over the past few years, bond insurance have played an increasingly important role as both 

protection sellers in asset-backed structured products and leveraged synthetic structures (mostly 

CDOs) and as providers of secondary guarantees for certain structures. While the regulatory capital 

base of bond insurers has grown over the past few years, this growth rate was eclipsed, by that 

their structured finance business. The relative involvement in this type of business differs across 

individual companies, however.  The insured or “wrapped” part of the CDO attains the credit rating 

of the financial guarantor, which is typically higher than the shadow ratings of the securities for 

which the guarantor provides the payment guarantee. The shadow rating is determined by the credit 

rating agency. It is not published by the agency unless the debt issuer specifically requests or 

consents to its publication. It is based on the credit quality of the underlying CDO assets. 

Essentially, bond insurance is similar to other credit enhancements embedded in the structure of 

CDOs, such as diversification, over-collateralization, cash-trapping triggers and subordination.   

 

Literature Review 

 

    The Bond insurance literature is sparse and plagued by unavailable data issues. Early 

research by Thakor (1982), develops a model where issuers’ purchase of bond insurance signals 

their underlying credit quality.  Nanda and Singh (2004) show a tax-based explanation for the 

existence of bond insurance: the insurance allows indirect tax arbitrage, with the insurer 

maintaining the tax-exempt status of the interest payments to the investor in the event of an issuer 

default. Denison (2003) empirically analyses which issuers elect to issue bonds with bond 

insurance and shows that lower-rated (BBB) issues are much more likely to be sold with insurance. 

Moreover, issuers in markets that are ‘crowded’ with issues from the same state are likely to be 

sold with insurance. The results are interpreted as suggesting that insurance is purchased to make 

bonds attractive to a wider audience and reduce market segmentation.  Gore, Sachs, and Trzcinka 

(2004) investigate the relationship between municipal financial disclosure and bond insurance, 

comparing the low-disclosure state of Pennsylvania with the high-disclosure state of Michigan.  

They show that bonds in Pennsylvania are more likely to be sold with bond insurance and bond 

insurance substitutes for enhancing the attractiveness of municipal issues.  Butler, Fauver, and 

Mortal (2008) investigate patterns of municipal corruption, and find that higher corruption levels 

are associated with lower-rated bonds, higher yields, and greater use of bond insurance. Butler et 

al (2008) and Gore et al (2004) shows that bond insurance is used to enhance the attractiveness of 

municipal debt issues to counteract either financial opaqueness or potential corruption on the part 

of the issuer. Neale and Drake (2009) trace the history of the bond insurance industry and, using 

MBIA (a bond insurance company) as a case study, construct a narrative for the industry’s 

struggles during the 2008 crisis based on exposure to housing-related structured financial 

instruments.  Martell and Kravchuk (2009) focusing on 58 bonds from July 2008 to May 2009, 

find that the creditworthiness of the liquidity provider has a significant impact on the bond spreads, 

but that the credit quality of the bond insurers for the instrument does not. Gorton (2009) describes 
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a mechanism by which changes in insurer creditworthiness explain the market valuation of the 

underlying security.  

 

Insurance Regulation 

 

     Throughout the 1970s and 1980s, bond insurer’s played an important role in the market for 

municipal bonds, especially in the face of significant defaults including the Washington Public 

Power Supply System default in 1983. Bond insurer’s insured up to 50 percent of all municipal 

bond issues in some years.  However, in 2008 the lowered credit rating of bond insurers increased 

concern over the value of this insurance, resulting in a decline in the demand for municipal bond 

insurance.  Only 18 percent of municipal bonds issued in 2008 were insured.  

       According to the New York Department of Insurance (NYDOI), all bond insurers are either 

domiciled or licensed to do business in the State of New York. The regulation of bond insurer’s is 

determined in large part by the State of New York. In 1989, the State of New York passed laws 

specifying that financial bond insurers must operate as monoline insurers. In other words, multi-

line property and casualty insurers cannot sell bond insurance.  The purpose of this monoline 

requirement is to restrict the practices of bond insurers, but also to clearly delineate between surety, 

fidelity, and financial guarantee lines of insurance. Though considered monoline insurers, these 

insurers have diversified their risk by expanding from providing credit protection solely for public 

finance to providing credit enhancement for structured finance products.  Structured finance 

products include collateralized debt obligations (CDO) and consumer receivables. Permissible 

guarantee insurance includes many types of financial guarantees, including default of the obligor 

of municipal bond issues, corporate obligations. This is encouraged by New York’s Appleton Rule, 

which when applied to the requirement of monoline financial guarantee insurers, prohibits a 

multiline insurer from writing any insurance in New York if it writes financial guarantee insurance 

outside of New York [New York Insurance Law, Article 11].  Refer to Table 1. 

     Many states follow this requirement of monoline bond insurers.  However, some states, 

such as Florida, also permit other property and casualty insurers to write bond insurance if certain 

conditions are met [Florida Statutes §627.973(2)]. In 2004, the NYDOI revised the insurance code 

so that insurers could insure CDO-squared securities.  A CDO-squared (CDO2) is a collateralized 

debt obligation with tranches of other CDOs as the underlying asset.  This revision in the code 

widened the range of insurable securities to include riskier structured finance products. Eventually, 

CDO’s even more complex, backed by CDO’s re-packaged creating extremely complex 

instruments were allowed to be insured.  

       The pricing of bond insurance reflects the long-tail nature of this insurance: if an insured 

bond defaults, the insurer is responsible for the interest and principal repayment on the insured 

security.  The loss on any defaulted security is therefore the present value of these commitments.  

Historically, bond insurers have collected premiums on the bond insurance that outweighs the 

losses, resulting in a profitable line of business. The enlargement of the insurance portfolio to 

include structured finance products adds another long-tail line, but specifically on the structured 

portfolio. The insurer provides insurance to “wrap” the super-senior and senior tranches, but not 

the entire set of tranches of collateralized debt obligations.   As with all insurance products but 

specifically this product, the problem is that it is important for the premiums to reflect the risk 

associated with the security; if premiums are not sufficient for the risk, this will eventually affect 

the insurer’s profitability.  With CDS on CDOs, insurers were writing protection on very large 

notional amounts for very small premiums.   
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      For example, in the Complaint filed by MBIA against Merrill Lynch, MBIA alleges that 

Merrill Lynch purposely misrepresented the quality of four CDOs in order to obtain very low 

premium payments, “averaging less than 8 basis points (0.08%) annually” for credit default 

protection of $5.7 billion. At the time of the Complaint MBIA estimated they had “several hundred 

million dollars” in expected losses as a result.  MBIA states that Merrill Lynch represented the 

CDOs as “backed primarily by “high grade” (credit quality at “A-“ or above) debt collateral” when 

the actual quality was below investment grade, with some assets being well below expected quality 

resulting in “day-one expected losses” to a product that MBIA priced based on a very remote 

chance of loss.  Refer to Figures 1, 2 and 3. 

    Subsequently, the NYDOI permitted insurers to create special purpose vehicles (SPV) to 

accommodate selling CDS; these SPVs became the sellers of the CDS.  Insurers sold CDS directly 

or through their SPV. Bond insurers used SPVs to guarantee CDS because SPVs permit more 

favorable contract terms and require little capitalization. In addition to payment default, these 

contract terms include payment triggers including bankruptcy, ratings downgrades, and 

restructuring.  These triggering events are beyond the scope of the traditional bond insurance 

policy. Regardless of the structure that the bond insurer used, because the bond insurer is a 

guarantor of the SPV, the bond insurer was ultimately responsible for the CDS. Unfortunately, the 

use of SPVs reduced the amount of transparency in the bond insurers’ financial statements, 

resulting in limited disclosures around SPVs in many years.   

     Credit default swaps are often confused with bond insurance. However, bond insurance 

and credit default swaps differ in several ways. First, regulators do not consider credit default 

swaps as insurance, even though bond insurer’s report the proceeds from the protection sale as 

premiums. This is important because regulators are evaluating solvency from CDS the same as 

from bond insurance, even though the payout structures and underlying risk of These SPV entities 

were initially referred to as transformers and some FGIs referred to them as conduits. Specifically, 

SPVs could include some terms in policies that financial guarantee insurers were prohibited from 

using.  

      The NYDOI September 2008 letter is primarily concerned with the underwriting business 

of bond insurers and, beginning January 1, 2009, significantly restricts bond insurers’ ability to 

provide guarantees on CDS and insurance on CDOs. The NYDOI also advised that credit default 

pools, which it defined as a pool of CDSs, are similar to asset-backed securities and are therefore 

permissible. An opinion in June of 2000, by the NYDOI’s Office of General Counsel, which was 

part of the regulatory framework until January 2009, clarified that a CDS is not an insurance 

contract – and hence, is not subject to the same regulation as bond insurance – if the payment is 

not conditional upon a monetary loss.  These rulings opened the CDS insurance market wider to 

financial guarantee insurers.  NYDOI specified that a CDS was not an insurance contract and a 

CDS was not considered doing business as insurance.   

      New York State Insurance Department Circular Letter No. 19 dated September 22, 2008. 

The Association of Financial Guarantee Insurers report monoline insurers operate under a zero-

loss or remote-loss underwriting model. Risk-based capital standards would examine bond 

insurers’ compliance with risk-based capital (RBC).  However, the NAIC’s 2007 Overview and 

Instructions Forecasting Property and Casualty Risk-Based Capital notes that monoline bond 

insurer’s, mortgage, and title insurers are  

not subject to these guidelines.  The NAIC refers to the insurer’s state of domicile for questions 

regarding RBC and its applicability to exempt insurers.  A review of bond insurers’ statutory 

annual statements from the past ten years verifies bond insurers do not report RBC estimates.  
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  In essence, to summarize: In response to the 2008 crisis and the monoline insurer 

downgrades, the National Association of Insurance Commissioners (NAIC), the body for state 

insurance regulators in the US, announced that it would begin rating municipal bonds based on the 

creditworthiness of the localities issuing them rather than on the ratings of the bond insurers. In 

2008, the New York Department of Insurance (NYDI) embarked on a rescue effort of most of the 

monoline insurers to permit their obligations relating to municipal bonds to remain viable. For 

example, in August 2008, MBIA Inc. reinsured a $184 billion portfolio of municipal bonds insured 

by rival FGIC under a “cut through” transaction brokered by NYDI. The NYDI’s Circular Letter 

No. 19 imposed some limits on bond insurers that were effective beginning in 2009. Due to the 

extreme difficulty of pricing and valuing risk on several structured finance products, the NYDI 

now prohibits monoline insurers from insuring pools of CDOs that are composed of other CDO 

pools or any portion of other CDO pools, with some exceptions.  

 

2008 Financial Crisis 

 

     The deterioration of the financial market affects both sides of bond insurer’s operations: 

underwriting and investments.  State regulators limit the risk exposure of bond insurers’ 

investment portfolios somewhat in the states in which they do business. Under-writing aside, bond 

insurers have expanded their business in recent years giving them the direct exposure as credit 

insurers of structured financial instruments.  Deterioration in the general financial condition of 

bond insurers resulted in further devaluation of insured securities, as well as triggered payments 

for CDS’s. Refer to Figures 1, 2, 3, 4, 5 and 6. 

      The deteriorating condition of bond insurers began to surface in the summer of 2007, when 

ratings agencies downgraded higher quality subprime residential mortgage backed securities’ 

(RMBS) tranches as a result of rising mortgage defaults. The number of unexpected mortgage 

defaults increased, the number of ratings downgrades of CDOs or their tranches also increased, 

leading to increased scrutiny of Bond insurers.  Prior to its January 31, 2008 downgrade to AA, 

FGIC enjoyed a AAA credit rating.  On November 24, 2008 their S&P rating had fallen to CCC 

and their Fitch rating to CCC-. Researchers argued that the default risk of the insurer affected the 

pricing of the insurance contract; a 1 percent increase in default risk resulting in a 20-30 percent 

lower price. Contributing to this is that the insured, in this case the bond issuers, found it difficult 

to diversify among insurers. In 2007, according to SNL Financial, the top four bond insurers 

capturing over 77 percent of the market consisted of Ambac Assurance Group holding 25 percent, 

MBIA Group 24 percent, Financial Security Assurance Group 19 percent and Financial Guarantee 

Insurance Company comprising the remaining 9 percent.  Of these four insurers, only Financial 

Security Assurance Inc. retained its AAA rating from all three rating agencies in 2008.  Refer 

Table 2. 

 

Adverse Selection & Moral Hazard 

 

   The causes of the monoline/bond insurer market meltdown during the 2008 financial crisis 

was multi-faceted and complex. An inherent risk with any type of insurance is adverse selection. 

Some of the problem is due to hidden information that manifests in the form of adverse selection 

arising from information asymmetry when the insurer contracts with the investor or dealer. In 

structured finance products, the trust/dealer buys insurance so that the rating agencies rate the 

tranche’s securities as AAA. In this case, adverse selection from active information asymmetry 
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occurs when the loan seller/servicer misrepresents the quality of or does not provide full disclosure 

to the bond insurer of the assets comprising the CDO pool.  The dealer has more information than 

the insurer regarding the pool of securities underlying the CDO, and has the incentive to overstate 

their safety. The insurer is at a disadvantage regarding information on the pool and therefore may 

not price the insurance correctly.  Bond insurers do not usually assess all the thousands of 

underlying securities and the thousands of underlying loans of super-senior level CDOs.  They 

instead rely on the arranger’s representations of credit quality. However, it can be argued that bond 

insurers are informed participants in this market and as such, they should perform their own due 

diligence of the actual underlying assets during the underwriting process and not rely on 

broker/dealer representations and rating agencies reports. Residual information asymmetry arises 

because of incomplete knowledge of all involved parties as to the full extent of the risks, but the 

insured has a better understanding than the insurer. The inherent conflict of interest between 

insured and insurer also results in the additional problem of providing the insured an incentive to 

invest in projects with excessive risk in which they may not have otherwise invested in the absence 

of insurance.  In other words, if the seller/servicer was unable to transform subprime and other 

residential loans into a marketable asset through securitization and insurance, it is doubtful that 

they would have continued to purchase these assets from the mortgage originators. The pricing of 

insurance for structured finance products and the pricing of credit default swaps are challenging. 

First and most basic, is the conflict of interest among, and the separation of, financial 

intermediaries that exists from the time the mortgage is originated to the time it is bundled in its 

final form and insured in a CDO or a CDS by the insurer.  

       The seller/servicer structures the asset-backed securities and has the incentive to use a large 

proportion of lower quality loans in these securitizations, passing the risk along to investors and 

insurers.  Because bond insurers operate under a near no-loss underwriting standard, the 

seller/servicers have incentives to hide information or not completely reveal the composition of 

the asset pools or the risk of the underlying assets.         

        Second, another risk associated with structured finance products is risk of moral hazard.  A 

securitized asset has an underlying pool of assets. In the case of mortgage-backed securities, 

originators sell these mortgages to dealers to package, resulting in moral hazard problems. When 

a lender loans money and holds the mortgage, the lender earns a profit through the long-term 

relation with the borrower. However, in the model of recent, when lenders originate-to-sell, they 

sell the loan to dealers, often without recourse. The ability to profit in the short-term from 

origination and then pass along the risk to others led to shoddy lending standards and 

documentation.  The originators and dealers pass along this risk in the pipeline until investors and 

the insurers share these risks.  The bond issuer generally pays a one-time fee to the insurer to 

purchase insurance on the bond and increase the bond rating to the insurer’s credit rating level, 

until recently the highest or AAA level.  If the bond insurer does not adjust the value of the bond 

investment to reflect this self-insurance then the investment asset value reported is too high.  On 

the other hand, in the event of payment default by the issuer, the bond insurer has effectively 

reduced their exposure to these claims.     

 

Survivor Story of the Monoline meltdown (Assured Guaranty) 

      The case study on Assurance Guaranty identifies in detail the key factors and best practices 

post and pre crisis that led to its survival as the market leader in monoline insurance. While Assured 

Guaranty has experienced significant loss claims arising from the financial crisis (primarily first-

lien and second-lien RMBS), the company did not have high exposure to some of the worst 
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performing products, namely ABS CDOs. As its competitors collapsed and the industry suffered 

a severe contraction, Assured Guaranty emerged as the only financial guarantor in existence prior 

to the onset of the financial crisis still active in the marketplace. Five strategic moves made by 

Assured Guaranty during (and since) the financial crises were particularly critical to its ability to 

survive the crisis and position the firm as the market leader: 

1. Conservative Underwriting Practices: Pre-crisis Assured Guaranty followed 

conservative and prudent underwriting practices compared to the other monoline insurance 

companies. Hence, they were able to maintain their AAA rating during the crisis, although 

execution risk of their business strategy remained, the company made significant progress in 

establishing its direct financial guaranty insurance franchise.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                             

Furthermore, most rating agencies viewed positively the firm's enhancements to its corporate 

governance, operating infrastructure and risk management processes especially since their IPO in 

2004. The company continued to maintain high quality underwriting standards and strong risk 

adjusted capitalization post crisis. In addition, over several quarters following the crisis, their 

volume and diversity of business underwritten increased, as did the list of institutional investors 

that purchased its wrapped transactions.  

2. Raised Capital Early in the Credit Crisis:  Assured Guaranty raised more than $1.7 

billion of capital since December 2007 to fortify its balance sheet and make acquisitions. In 

December 2007, they issued common stock for net proceeds of approximately $304 million. In 

February, 2008, they announced a commitment from Wilbur Ross to invest up to $250 million in 

equity, subject to regulatory approval, with an additional commitment to invest up to $750 million 

at Assured Guaranty's option.  In 2009, they issued $1.2 billion of common equity and equity-units 

to increase capital and finance the acquisition of Financial Security Assurance Holdings Ltd. 

(FSA). These capital transactions 1) helped the company to ease potential customer concerns 

during a time when losses at competitors were mounting, 2) provided additional capital for growth 

and 3) offset paid claims from in-force business, which totaled approximately $2.7 billion (net of 

representation and warranty recoveries) since the beginning of 2008. 

3. Acquired Business from Weakened Competitors: As Assured Guaranty’s competitors 

began to falter, the company took advantage of the opportunity to grow its business, via 

reinsurance, re-assumption of ceded risk and acquisitions: In December 2007 the reinsurance of 

$29 billion par exposure from Ambac Assurance Corporation and in January 2009, the reinsurance 

of $13 billion par exposure from CIFG Assurance North America, Inc. Moreover, in July 2009 the 

acquisition of FSA and in January 2012 they announced the acquisition of Municipal and 

Infrastructure Assurance Corporation (MIAC), a licensed financial guaranty insurance company, 

from Radian Group. Re-assumption of $38 billion of par exposure from reinsurers since January 

1, 2009, also resulted in the receipt of more than $440 million in premiums. These opportunistic 

transactions served to cement the company’s place at the top of a dislocated industry. 

4. Aggressively Pursue Put-Back Claims: They aggressively pursued put-back claims 

against mortgage originators for breaches of representations and warranties on mortgage loans in 

insured RMBS transactions. Through September 30, 2012, Assured Guaranty obtained recoveries 

of approximately $2.8 billion, consisting of cash, expected future reinsurance recoveries from two 

mortgage originators and payments that flowed through transaction waterfalls. These recoveries 

significantly mitigate the total amount of claims paid since the inception of the credit crisis.  

5. Monetize Investor Skepticism: Assured Guaranty has used the dislocation in the 

financial markets and institutional investor skepticism about its claims paying ability, to 

repurchase securities it has insured at a significant discount to par value. Through September 30, 
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2012, the company has repurchased $1.8 billion par value of Assured Guaranty-wrapped bonds on 

a consolidated basis for approximately $885 million, which reduced the economic impact of 

expected future claims. While this claims mitigation strategy was an effective use of capital, it 

indicates that, in these cases, institutional investors heavily discounted the value of the company’s 

insurance wrap. With $5.9 billion of consolidated qualified statutory capital and $12.5 billion of 

total consolidated claims-paying resources in the third quarter of 2012, Assured Guaranty 

commands a dominant market position in the financial guaranty insurance sector.  

As the company looks to exploit its position of market leadership, Assured Guaranty faces 

a number of challenges that serve to mitigate that leadership position and pressure its credit profile. 

Having retreated from its erstwhile primary target market of structured finance to focus 

predominantly on insuring municipal bonds, Assured Guaranty must now deal with the same 

challenge that led many of its previous “muni-only” competitors to diversify into the structured 

finance product market in the first place. Namely, insuring municipal bonds may be only 

moderately profitable even if high leverage is employed and historical loss patterns continue.  

This challenge is compounded by lesser opportunity even within the municipal market, 

where Assured Guaranty’s focus is primarily on smaller issuers in the mid-to-low investment grade 

space – perhaps one-third or less of the total US public finance market. Structured finance business, 

which accounted for a meaningful portion of Assured Guaranty’s pre-crisis activity, has virtually 

disappeared. While Assured Guaranty benefits from its position as the most active player in a 

smaller industry, its overall business activity, as measured by the present value of gross premiums 

written, remains well below pre-crisis levels.  

        In addition to secular pressures discussed above, Assured Guaranty faces cyclical 

challenges as well. With interest rates having declined to historic lows and policymakers 

committed to holding them down for at least the next two years, Assured Guaranty’s returns on 

capital will continue to be pressured. Low interest rates reduce both investment income and the 

amount of absolute spread available to fund financial guaranty insurance, pressuring premiums, 

reducing profits that may be needed to cushion future losses, particularly if they are larger than 

anticipated. Moody’s downgraded Assured Guaranty A2 in January 2013 citing that they operate 

in an industry that has not recovered from the financial crisis and, like its peers, will continue to 

struggle in the face of declining fundamentals, including a dramatic reduction in insurance usage, 

modest profitability and still-meaningful legacy risk. 

However, Assured Guaranty’s ability to write substantial new business has illustrated the 

market’s acceptance of a financially strong monoline insurer with a higher risk profile, albeit 

clearly the firm has also benefited from currently limited supply of bond insurance. Hence, there 

may be opportunity for new entrants. The barriers to entry, however, can be high. New entrants 

need to demonstrate track records, market receptivity and financial support. They are likely to face 

substantial scrutiny and some skepticism about their business readiness, stated strategy, and 

shareholders’ long-term capital commitment. Nevertheless, new players may be welcomed by the 

market, because they are perceived as being part of the solution to the current high cost of financing 

in certain segments of the municipal market. Given the poor performance of existing guarantors’ 

mortgage-related exposures, all potential new bond insurers have proposed to focus exclusively 

on municipal finance.  

       In order to succeed, a new entrant would need to combine: 1) Patience –Building an 

adequate earnings stream takes 5-7+ years. 2) Focus –A new monoline will likely need to insure 

only municipal bonds, project finance, etc. 3) High perceived value of the wrap –Credit spreads 

will need to increase from current levels in order to generate return on investment.   
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Policy Implications 

 

Several important policy implications can be deemed from the rise and fall of the monoline/ 

bond insurers.  

Firm level failures mainly depended upon their exposure to CDO’s especially backed by 

residential mortgages (RMBS). Monoline insurers failed to understand the complex structured 

finance products and as a result, the credit committee was lax in approving structured finance 

products compared to their more conservative and stringent public finance deal approvals. 

Underwriting credit default obligations on asset backed securities (ABS CDO) generally, did not 

provide an acceptable linear payoff profile. This made it more risky for monoline insurers with 

high leverage since the embedded structural leverage within ABS CDO multiplied what is an 

already highly leveraged business. Thus, monoline insurance regulators should closely monitor the 

capital levels and the leverage of these firms and maybe introduce risk based capital requirements 

for monoline insurers, similar to banks.  

Moreover, for some insurers, a significant portion of their investment portfolio was in self-

insured bonds. They paid (and received) a premium for a bond with insurance that they would not 

benefit from in the event that the issuer defaulted. Regulation should specify a limit on the amount 

of re-investing on self-insured bonds for monoline/bond insurers. 

Monoline insurers were able to absorb losses from public finance exposure while regulators 

cherry picked and saved monoline insurers with large exposures to the same. However, proper sub 

sector diversification between structured finance, public finance and project finance was important 

for survival. 

There should be regulation on the exposure limits into structured financial, project finance 

and public finance insurance a monoline/ bond insurer should undertake. 

Counterparties were much riskier than they envisioned for structured finance products. 

Rating agencies and monoline insurers used wrong initial assumptions of probabilities of default 

and recovery rates to price transactions. Hence, independent and thorough analysis of the 

counterparty’s credit and correlation to the insured instrument and to the insuring party is required. 

Furthermore, more realistic rating and pricing models need to be implemented by rating agencies 

and monoline insurers. Thus regulators should request monoline/ bond insurers to conduct their 

own credit assessments on deals. Need to account for appropriate recoveries and correlations, 

considering the entire probability space (i.e. the “tail risk”). Any leverage in the transaction, as 

well as any liquidity issues with the referenced asset should be accounted for. Stress testing must 

cover not only the likely outcome, but also extreme scenarios.  

Furthermore, increased transparency through detailed and timely disclosure requirements 

is required in the industry as a whole between issuers, investors, monoline insurers, rating agencies 

and regulators in order to reduce information asymmetry. 

We believe that Rating agencies were responsible in two ways: 1. Untimely downgrades. 

2. Initially, high rating allocation for structured finance deals by monoline insurers. Therefore, it 

is evident that rating agencies must be held more accountable for their actions. Companies such as 

Moody’s, Standard & Poor’s, and Fitch Ratings came under harsh criticism for assigning their 

highest ratings to structured finance products, many of which were built around subprime loans 

that went into default. Moreover, performance of credit rating agencies in providing guidance for 

investors regarding the quality of the guarantees provided by monoline insurers was also uneven. 

In this context, there is a long-standing discussion among regulators about whether and the extent 
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to which the activity of rating agencies needs to be subjected to closer public scrutiny and 

regulatory monitoring.  

A monoline insurer should ideally be a buy-side firm with a buy-side culture, compared to 

the buy-side firms with sell-side marketing cultures and compensation structures that were in 

existence pre-crisis.  

 

Conclusions 

 

Conventional municipal and project finance business survived the crisis and monoline 

insurers were paying claims due to their exposure to structured finance products. If monoline 

insurers stuck to the old business model of low margin, low default risk, they would have 

weathered the crisis. The old business model could handle systematic risk and would have received 

better support from regulators. Recent restructuring of monoline insurers by regulators depict the 

breakup of monoline insurance companies into two different business areas, one consisting of the 

more traditional business of insuring municipal bonds and the other one consisting of business 

related to more complex structured financial instruments, including those involving residential 

mortgage bonds. The idea behind this proposal was to allow the former to again start writing 

insurance policies on municipal bonds after such activity suffered in early 2008. The disappearance 

of monoline insurers has significantly and permanently altered the bond market landscape post 

crisis. While some monoline insurers, such as FSA and Assured Guaranty, may continue to provide 

insurance, the role of monoline insurance in the municipal bond markets will likely be significantly 

reduced. Thus, the risk-pricing paradigm for municipal bonds will be different. Municipalities in 

many cases, now have to rely solely on their own creditworthiness to attain an AAA rating. 

According to Standard & Poor’s, no AAA-rated or AA-rated municipal bond has defaulted in more 

than 20 years. Monoline insurance provisions certainly played a role in this. As expected, the 

issuance of non- insured municipal bonds post crisis has increased significantly while insured 

bonds have decreased drastically. Without credit enhancement, small scale municipal bond issuers 

face considerably higher financing costs. Having bond insurance from financially strong monoline 

insurers could help to improve their market access. Funding costs for smaller or higher risk issuers 

such as hospitals and housing authorities have been formidably high.  While some large 

institutional investors are more inclined to buy unwrapped paper, core municipal investors such as 

retail investors and money market funds generally appear to place more value on bond insurance. 

However, the losses faced by monoline insurers have led retail investors to become more 

circumspect.  

Money market funds, also a large segment of the overall U.S. municipal investor base, are 

more likely to use financially strong monoline insurers, in part because of regulatory requirements 

for investing in highly rated assets.  

To restore the integrity of public finance insurance this line of business must be legally 

protected from all other product lines and affiliated business operations, including structured 

finance products and credit default swaps.  Second, regulation of financial guarantee insurance 

must be strengthened significantly.  Risk-based capital requirements should be developed for this 

line of insurance and monitored closely.  The correlation among product lines, affiliated business 

operations, and investments must be considered and included with close attention paid to the effect 

of all of these on insurer ratings.  Regulations of insurer investments must be strengthened and 

carefully monitored, with close attention given to disclosure of self-insured investments.    
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Table 1: Monoline insurer products, pros & cons, key players & investors 

Shows the products insured, advantages and disadvantages of monoline insurance, key players and investors in the 

monoline industry. 

1.Products 

Insured 
2.Monoline Pros & Cons 3. Key Players 

-Sub-prime 

home equity 

mortgages. 

2.1 Pros 

2.1.1 Issuers’ Perspective:  

3.1 Monoline Insurers 

-MBIA  

http://www.mbia.com/ 

-Manufactured 

housing 

finance. 

-Lower overall borrowing costs. 
-Ambac 

http://www.ambac.com/ 

-Aircraft 

leases and 

equipment 

trusts. 

-Greater access to capital markets 

and easier deal execution. 

-FSA 

http://assuredguaranty.com/investor-information/by-company/agm 

-Commercial 

mortgage-

backed 

securities. 

-Assistance to structure the debt 

issue. 

-FGIC 

http://www.fgic.com/ 

-Credit card 

receivables. 

-Performance monitoring and alerts 

when servicing difficulties arise. 

-Syncora Guarantee 

http://www.syncora.com/ 

-Auto loans. 2.1.2 Investors’ Perspective:  
-Assured Guarantee  

http://assuredguaranty.com/ 

-Rental fleets. -Liquidity. 
-CIFG Guarantee 

http://www.cifg.com/ 

-Health care 

equipment 

financings. 

-Reduced default risk of the insured 

bonds.  
3.2 Monoline Investors 

-Student loans. 2.1.3 Insurers’ Perspective: -Banks bought credit default swap protection on CDO’s. 

-Investor-

owned 

utilities. 

-Paid to take on credit risk, but the 

premium or guarantee fee must be 

adequate for the risk undertaken. 

-Mutual funds and insurance companies bought ‘wrapped’ 

corporate municipal bonds (i.e. with credit enhancement). 

-Credit default 

swaps. 
-Mostly upfront premium payments. 

-Insurance companies, other institutional investors and Government 

sponsored enterprises bought wrapped RMBS (Residential 

mortgage backed securities). 

-Collateralized 

debt 

obligations. 
2.2 Cons 

-Households, pension funds, commercial banks and insurance 

companies bought municipal bonds. 

-Finance 

projects. 
-They use reinsurance selectively. 

-When monoline insurers started facing troubles, hedge funds and 

distressed buyers entered the market to re-insure bonds guaranteed 

by troubled monoliners. (E.g. Berkshire & Hathaway) 

-Catastrophe 

insurance. 

-A monoline insurer downgrade 

results in an automatic downgrade of 

all the bonds they’ve insured. 

 

 
-Reduction of due diligence on the 

credit quality of the bond issue. 
 

 

-Ultra-low probability events for low 

premiums require high leverage for 

attractive returns on equity. 
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Figure 1: Total Net Exposure by Line of Business (In USD billions) 

While the regulatory capital base of monoline insurers increased over the past few years, this growth rate was actually 

decreasing relative to the increase in their structured finance business as shown to some extent by the qualified 

statutory capital line in Figure 2. 

 

Source: Standard & Poor’s 2007 

 

Figure 2: Debt to Equity ratios for monoline insurers from 1990 -2013 

Since 2008, Ambac and FGIC had negative equity resulting in a negative debt/equity ratio1, indicating substantial 

claims of payment due and possible bankruptcy, while MBIA had a very high debt to equity ratio impairing their 

ability to attract additional capital. All monoline insurers except for Assured Guaranty were highly leveraged, very 

similar to investment banks. 

 
 
Source: Bloomberg estimates as of July 10, 2014 

 

 
  

                                                 
1 In general, a high debt-to-equity ratio indicates that a company may not be able to generate enough cash to satisfy its debt obligations. However, 
low debt-to-equity ratios may also indicate that a company is not taking advantage of the increased profits that financial leverage may bring. 

Negative debt-to-equity ratio can happen in situations where a company's debt has become significant. This does not mean that the company is 

insolvent, as a company may have substantial debt (notes coming due soon, refinancing debt, etc.) in the short term while having substantial 
revenues, as well. 
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Figure 3: Debt to Equity ratios for monoline insurers from 1990 -2013 

Investment banks have high debt-to-equity ratios starting from 2007, whereas AIG, the multiline insurer, shows 

numbers much lower but a pattern similar to MBIA. Berkshire & Hathaway numbers, although much lower, follow a 

more similar pattern to that of Assured Guaranty. 

 
Source: Bloomberg estimates as of July 10 2014 

 

 
 

Figure 4: Net notional value of CDS’s & the S&P credit ratings shown in brackets, as of March 2008 (in USD billion) Shows 

each of the five downgraded monoline insurers' exposure to CDOs. MBIA and Ambac had the largest portfolios but 

not necessarily the highest concentration of bad debt. SCA, FGIC, and CIFG had much higher concentrations of 

projected losses in CDOs as a percentage of total exposure. SCA, FGIC, and CIFG were in much tougher shape
2
. 

 

Source: International Swaps and Derivatives Association, Inc. 

 

 

  

                                                 
2 All three of these companies suspended the origination of new business and were seeking ways to preserve and/or infuse new capital. 
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Figure 5: Return on assets for Monoline Insurers from 1990 –2013 

The below graphs compare the monoline insurers against multiline insurance and investment banks showcasing the 

difference among the return on assets ex-ante and ex-post crisis. Return on assets for all monoline insurers shows 

negative numbers during the crisis indicating that they were running at a loss. Ambac which had a larger exposure to 

structured finance products had the most negative numbers with return on assets not turning positive even post crisis. 

 

Source: Bloomberg estimates as of July 10, 2014 

 

Figure 6: Return on assets for Investment banks & Multiline insurers from 1990 –2013 

AIG the multiline insurer followed monoline insurers with negative return on assets during the crisis period, running 

into heavy losses while all investment banks except Citi group maintained positive return on assets. Berkshire & 

Hathaway numbers seemed the most persistent throughout the years. 

 

Source: Bloomberg estimates as of July 10, 2014 
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Table 2: Market performance of monoline insurers 

Shows the market performance of key monoline insurer’s ex-ante and ex-post crisis. This table highlights the delay to 

some extent, by rating agencies regarding monoline insurer downgrades, especially from 2006 to 2007 with clear 

warning signs of widening credit spreads, considerable declines in stock price and market value for these companies. 

Date Sep-09 Dec-08 Dec-07 Dec-06 Dec-05 Dec-04 

Ambac             

CDS spread 5300 2105 343 11 20 29 

S&P Credit rating CC A AAA AAA AAA AAA 

Parent stock price 1.68 1.3 25.77 89.07 77.06 82.13 

Shares outstanding 288 287 102 106 105 109 

Equity market value 483 373 2617 9450 8106 8925 

Assured Guaranty             

CDS spread 825 1775 190  36   

S&P Credit rating AAA AAA AAA AAA AAA AAA 

Parent stock price 19.42 11.4 26.54 26.6 25.39 19.67 

Shares outstanding 157 91 79 73 75 76 

Equity market value 3041 1037 2110 1946 1910 1495 

MBIA             

CDS spread 3465 2807 342 23 40 34 

S&P Credit rating BB+ AA AAA AAA AAA AAA 

Parent stock price 7.76 4.07 18.63 73.06 60.16 63.28 

Shares outstanding 208 273 125 135 134 141 

Equity market value 1614 1112 2336 9849 8065 8905 

XL Capital        

CDS spread  6584 623 16 21   

S&P Credit rating R B AAA AAA AAA AAA 

Parent stock price 17.46 3.7 50.31 72.02 67.38 77.65 

Shares outstanding 342 331 178 181 174 139 

Equity market value 5974 1224 8973 13005 11753 10767 

FGIC             

CDS spread 10733 6112 613 11 19  

S&P Credit rating CC CCC AAA AAA AAA AAA 

FSA        

CDS spread 660 1421 86 11 19 21 

S&P Credit rating AAA AAA AAA AAA AAA AAA 

Note: Shares outstanding is quoted in millions. 
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CHAOS THEORY & REALISED VOLATILITY: AN EMPIRICAL ANALYSIS 
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Abstract 

 

      This study applies the BDS test to identify whether financial market data are driven by 

chaos theory and identified financial time series for modelling that display non-random behavior. 

Subsequently, an empirical analysis of univariate and multivariate Garch models are implemented 

for several financial time series. The main empirical findings using univariate and multivariate 

methods are summarized. Our paper gives evidence for the presence of low complexity chaotic 

behavior in stock returns. 
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Introduction 

     The global integration of financial markets in the past decades has come with a very high 

price of at least eight major crises hitting the financial sector. Moreover, during the 2008 financial 

crisis, problems originating in one country had global effects leading the world economy to a 

serious recession. It is in these critical times that beliefs are revaluated and new paradigms emerge 

to re-identify and re-analyze financial data. Indeed, one of the major lessons of the subprime crisis 

was the realization that current financial models are not based on adequate assumptions. Evidently, 

neoclassical theory, today’s mainstream economic and financial paradigm, has become sufficiently 

inadequate in explaining the complexity of financial markets and its complex products. Most 

financial modelling techniques and theory were primarily able to address problems under ideal or 

normal conditions. For this reason, it is necessary to look for alternative theories that allow the 

description of real market dynamics, and provide accurate tools to measure the apparent disorder 

of recent financial market turmoil. Consequently, this investigation proposes the application of 

Chaos Theory which would enable a more general, but coherent perspective to study financial 

market phenomena.  

This study is one of the first studies that attempts to identify whether several financial time 

series indeed follow chaos theory and subsequently utilize the non-chaotic series for volatility 

modelling using GARCH models. This study implements the methods reviewed in Jayasuriya 

(2016). Main findings show the chaotic behavior of certain financial series and the identification 

of a general model for several financial time series data. 
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1.1 Univariate and Multivariate GARCH models 

Modeling volatility in financial time series has been the object of much attention ever since 

the introduction of the Autoregressive Conditional Heteroskedasticity (ARCH) model in the 

seminal paper of Engle (1982). Subsequently, numerous variants of ARCH models have been 

proposed. A large body of this literature has been devoted to univariate models; Bollerslev, Engle, 

and Nelson (1994), Palm (1996), Shephard (1996).While modeling volatility of the returns has 

been the main center of attention, understanding the comovements of financial returns is of great 

practical importance. It is therefore important to extend the considerations to multivariate GARCH 

(MGARCH) models. For example, asset pricing depends on the covariance of the assets in a 

portfolio, and risk management and asset allocation relates for instance to finding and updating 

optimal hedging positions. For examples, see Bollerslev, Engle, and Wooldridge (1988), Ng 

(1991). Multivariate GARCH models have also been used to investigate volatility and correlation 

transmission and spillover effects in studies of contagion, see Tse and Tsui (2002) and Bae, 

Karolyi, and Stulz (2003). 

 

1.2 Chaos Theory 

Chaos theory has captured attentions of many financial analysts and economists in recent 

years. Chaos theory is based on the assumptions that the underlying system is a non- linear process, 

and the underlying system is a deterministic system. A number of studies have found strong 

evidence of nonlinearity in the short-term movements of asset returns (Hsieh, 1993). BDS test was 

first devised by W.A. Brock, W. Dechert and J. Scheinkman in 1987 (Brock, Dechert & 

Scheinkman, 1987). BDS test is a powerful tool for detecting serial dependence in time series. It 

tests the null hypothesis of independent and identically distributed (I.I.D.) against an unspecified 

alternative. BDS test cannot test chaos directly, but only nonlinearity, provided that any linear 

dependence has been removed from the data (e.g. using traditional ARIMA-type models or taking 

a first difference of natural logarithms).  

Nevertheless, nonlinearity is one of the indications of chaos, we use BDS test to detect 

such indication3. We hypothesize that if a financial time series is not random, but behaves in a 

random-like manner, it may be chaotic (hence, deterministic).  

The article is organized as follows. In Section 2 we discuss the data utilized in this paper. 

In Section 3 we present the general univariate and multivariate framework for the mean models 

and the empirical findings. In Section 4 we move onto the high frequency data analysis. In section 

5 we explain the chaos theory analysis, empirical results and the realized volatility empirical 

results. Finally in section 6 we conclude the study.  

 

Data 

 

   In this study, we consider three financial data sets. Namely, exchange rate data, index data and 

stock price data, denoted by Data set 1 (DS1), Data set 2 (DS2) and Data Set 3(DS3), respectively. 

DS1 consists of four stocks IBM, MICROSOFT, GOOGLE & DELL with daily observations from 

August 2004 to January 2010. DS2 consists of 3 stock indices, S&P 500, Nikkei and TOPIX with 

daily observations from January 1980 to January 2010. DS3 consists of two exchange rates, Euro 

                                                 
3

 We have run over 70 models and for the sake of brevity have not included all the coefficient tables, test results and graphs. These results are 

available upon request and will be added to an internet appendix. Each section contains a main findings part with the final results for GARCH, 

Chaos and realized volatility. 
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and British pound versus US dollar with daily observations from January 1999 to January 2010.  

DS1, DS2 and DS3 were downloaded from DataStream. We consider high frequency data for DS1 

for 2006 October. This particular year was selected due to being a somewhat stable year with no 

financial crisis with regard to carry trade as in early 2007 or the subprime mortgage crisis in later 

periods of 2007 and onwards. The high frequency data was downloaded from Wharton Research 

Database. 

 

Univariate and Multivariate framework for the Mean and Residual models 

 

Modeling Dynamics 

We firstly plotted the data (to check for outliers, trends and seasonality) then calculated log 

returns and checked for stationarity & normality. Refer to Figure 1, 2 and 3. Then we conducted 

ADF tests to check for unit root and descriptive statistics. We fitted the following mean models 

AR(1), AR(2), AR(3), ARMA(1,1), ARMA(1,2), ARMA(2,1), ARMA(2,2), MA (1), MA (2), MA 

(3). Refer to Table 3, 6, 9, 12, 15, 18, 21 and Table 24. Then we analyzed PACF, ACF to identify 

lags (refer to Figure 4, 5, 6 and 7), conducted AIC, BIC and Likelihood ratio tests to identify the 

best model (refer to Tables 4, 7, 10, 13, 16, 19, 22 and Table 25), and finally made 7days ahead 

predictions. For each of the above models’ residuals we implemented GARCH (1, 1), EGARCH 

(1, 0), IGARCH, FGARCH, TGARCH, AVGARCH, gjrGARCH models (refer Tables 5, 8, 11, 

14, 17, 20, 23 and Table 26) and multivariate GARCH models (BEKK (1, 1) and MGARCH), refer 

Tables 27 and 28. We then made 7 days ahead predictions using these models. Finally we 

implemented a VAR (1) model for each data set as well. We conducted the above mentioned 

analysis for both daily and high frequency data. 

 

Main Findings 

According to the PACF, ACF and the AIC and BIC and log likelihood criterion we find 

that the AR (1) model is the best model that fits all data sets. Refer to Figures 4, 5, 6 and 7. 

 

High Frequency Data 

We picked a 5 minute interval for the sampling method for the high frequency data. 

According to the PACF, ACF and the AIC and BIC and log likelihood criterions we found that the 

AR (1) model is the best mean model that fits the Stock data (DS1). While for the residuals 

EGARCH (1,0) model seems to have a better fit. 

 

Chaos Theory & Realised Volatility 

Price changes are determined through a set of mathematical equations that predict specific 

factors, which include volume changes, the acceleration of those changes, the momentum behind 

the changes, and the trader's own personal motives. Chaos theory is based on the assumptions that 

the underlying system is a non- linear process, and the underlying system is a deterministic system. 

A number of recent studies have found strong evidence of nonlinearity in the short-term 

movements of asset returns (Hsieh, 1993). 

 

BDS Test 

BDS test is a powerful tool for detecting serial dependence in time series. It tests the null 

hypothesis of independent and identically distributed (IID) against an unspecified alternative. BDS 

test cannot test chaos directly, but only nonlinearity, provided that any linear dependence has been 
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removed from the data (e.g. using traditional ARIMA- type models or taking a first difference of 

natural logarithms). Nevertheless, nonlinearity is one of the indications of chaos, we may use BDS 

test to detect such indication. Refer to Table 29.  

 

What is Chaos? 

Chaos is a nonlinear deterministic process which looks random. Economic dynamics may 

come from External shocks: wars, weather, Internal, self-generating. Behavior of Linear models 

can be: Oscillatory and stable, Oscillatory and explosive, Non-oscillatory and stable Non 

oscillatory and explosive. Nonlinear models can be: sudden bursts of volatility occasional large 

movement appeal for explanation of fluctuations in economy and financial markets. High 

dimensional chaos is difficult to detect with finite data, there is no practical difference between 

deterministic chaos and randomness. Low dimensional chaos can be determined by short-term 

predictability. 

 

Link to Chaos: Four-step Procedure 

1.    Remove autocorrelation, if present by AR, ARMA, ARIMA 

2. Phase-space reconstruction 𝑥𝑡
𝑛 = (𝑥𝑡−𝑛−1, … . , 𝑥𝑡)  ’n’ is called embedding dimension. 

3. Calculate the correlation integral 

𝐶𝑛(𝜀) =  lim
𝑇→∞

1

𝑇2
#{(𝑡, 𝑠), 0 < 𝑡, 𝑠 < 𝑇: ||𝑥𝑡

𝑛 − 𝑥𝑠
𝑛 < 𝜀} 

 

       4. Calculate the slope of the graph logCn(ε) ∀ logε for small ε 

                 𝑉𝑛=lim
𝜀→0

log 𝐶𝑛(𝜀)

𝑙𝑜𝑔𝜀
 

If Vn does not increase with n, the data are consistent with chaos. 

 

Main Findings For Chaos Theory 

   We reject IID assumption for all the models for DS1 & DS2. We accept IID assumption 

for some models for DS3 data (USD vs. EUR) under some ‘n’ & ‘e’. We accept IID for most 

models for DELL & IBM high frequency data under most ‘n’ & ‘e’. Implication from these results 

are that stock returns are non-stationary. Returns are generated by nonlinear stochastic systems. 

Our paper gives evidence for the presence of low complexity chaotic behavior in stock returns. 

Reasons for rejection of IID maybe due to structural change, i.e., technological and financial 

innovations, policy changes etc. Refer to Table 29. 

 

Realized Volatility Main Findings 

Sub sampling estimator of Zhang et al. (2005) and the flat-top Bartlett kernel estimator has 

the same distribution. Less variance observed in Tukey-Hanning, Bartlett methods and 

Epanechnikov. These results are the same for all the graphs.  Refer to Figures 8, 9, 10, 11, 12, 13, 

14, 15, 16, 17, 18, 19, 20, 21, 22 and 23. 

 

Conclusion 

 

The evolution of financial markets and complexity theory show us how difficult it is to 

swim against preconceived ideas. The mechanistic perspective, with its fixed theories, linear 

methods and simple cause and effect approach, was part of the scientific discourse for more than 
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one hundred years. The first consistent rupture was made in the area of thermodynamics, and later 

in the quantum mechanics. The result was the “antithesis” of the Newtonian paradigm, chaos 

theory, which proposed a new language and tools to address complex reality. As Gleick (1993) 

famously said “where chaos begins classical science stops”. 

    This study applies the BDS test to identify whether financial market data are driven by 

chaos and conducts an empirical analysis of univariate and multivariate Garch models for financial 

time series. The most important methods for providing consistent estimators for mean and residual 

models are presented, and a critical exposition of different techniques is given. The main empirical 

findings using univariate and multivariate methods are summarized. This study gives evidence for 

the presence of low complexity chaotic behavior in stock returns. 
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Figure 1: Price plot for DS1 
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Table 1: Summary Statistics of the Differenced Logarithmic Series of Various Data Sets 

Variable Mean Std Dev Min Max 
Std 

Skewness 

Std 

Kurtosis 
Q1 Q2 

No of 

Obs 

Stock Data (DS1)                   

GOOGLE 0.0013 0.02 -0.12 0.18 0.50 9.73 0.01 0.01 1402 

MSFT 0.0001 0.02 -0.12 0.17 0.15 14.63 -0.01 0.01 1402 

IBM 0.0003 0.01 -0.09 0.11 0.05 9.21 -0.01 0.01 1402 

DELL -0.0006 0.02 -0.15 0.13 -0.43 9.41 -0.01 0.01 1402 

Indices (DS2)                   

NIKKEI 0.0001 0.01 -0.16 
0. 

1323458 
-0.27 13.10 -0.01 0.01 7829 

S&P 0.0003 0.01 -0.23 0.11 -1.25 32.64 0.00 0.01 7829 

TOPIX 0.0001 0.01 -0.16 0.13 -0.33 14.27 0.00 0.01 7829 

Currencies (DS3)                   

USD-EUR 0.0001 0.01 -0.03 0.03 0.14 4.49 0.00 0.00 2870 

USD-UBP 0.0000 0.01 -0.04 0.03 -0.37 5.95 0.00 0.00 2870 

Notes: Q1 is the Box-Pierce portmanteau statistic of the differenced logarithmic series based on the autocorrelation 

coefficients up to order 20. Similarly, Q2 is the portmanteau statistic of the squared differenced logarithmic series. 
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Table 2: Summary Statistics of the Differenced Logarithmic Series of Various for High frequency Data  

Variable Mean Std Dev Min Max 
Std 

Skewness 

Std 

Kurtosis 
Q1 Q2 No of Obs 

GOOGLE-HF 0.0001 0.02 -0.70 0.69 -0.12 841.55 1691.50 0.00 1716 

MSFT-HF 0.0004 0.14 -2.90 2.90 0.04 215.60 0.00 0.00 1716 

IBM-HF 0.0001 0.45 -7.09 7.09 0.01 214.64 0.00 0.00 1716 

DELL-HF 0.0000 0.15 -3.85 3.85 0.02 526.61 0.00 0.00 1716 

 
Table 3: Coefficients of the mean models for IBM 

Model Coefficient Coefficient Coefficient Intercept 

AR(1) -0.02       0.00 

  0.03    0.00 

AR(2) -0.02 -0.01   0.00 

  0.03 0.03   0.00 

AR(3) -0.02 0.00 0.08  0.00 

  0.03 0.03 0.03  0.00 

MA(1) -0.02    0.00 

  0.03    0.00 

MA(2) -0.02 0.00   0.00 

  0.03 0.03   0.00 

MA(3) -0.02 0.01 0.09  0.00 

  0.03 0.03 0.03  0.00 

ARMA(1,1) -0.01 -0.01   0.00 

  0.41 0.41   0.00 

ARMA(1,2) -0.01 -0.01 0.00  0.00 

  0.41 0.41 0.41  0.00 

ARMA(2,1) -0.70 -0.05 0.67  0.00 

  0.20 0.03 0.20  0.00 

ARMA(2,2) -0.38 -0.81 0.34 0.77 0.00 

  0.23 0.11 0.23 0.13 0.00 
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Table 4: Test results for IBM 

Model/Test BIC JB-Test Lung-Box ADF 

AR(1) 3925 2251 0.76 -10.82 

AR(2) 3933 2251 0.76 -10.81 

AR(3) 3945 2251 0.76 -11.13 

MA(1) 3925 2251 0.76 -10.81 

MA(2) 3933 2251 0.76 -10.81 

MA(3) 3945 2251 0.76 -11.14 

ARMA(1,1) 3933 2251 0.76 -10.82 

ARMA(1,2) 3311 2251 0.76 -10.80 

ARMA(2,1) 3941 2251 0.76 -9.52 

ARMA(2,2) 3952 2251 0.76 -10.76 
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Table 5: Coefficients of the residual models for IBM 

Model omega alpha beta mu gamma 

After fitting data into AR(1) 

GARCH(1,1) 0.00 0.13 0.84    

EGARCH(1,0) -0.14 -0.08 0.98 0.00 0.13 

After fitting data into AR(2) 

GARCH(1,1) 0.00 0.13 0.84    

EGARCH(1,0) -0.14 -0.08 0.98 0.00 0.13 

After fitting data into AR(3) 

GARCH(1,1) 0.00 0.12 0.85    

EGARCH(1,0) -0.11 -0.08 0.99 0.00 0.10 

After fitting data into MA(1) 

GARCH(1,1) 0.00 0.13 0.84    

EGARCH(1,0) -0.14 -0.08 0.98 0.00 0.13 

After fitting data into MA(2) 

GARCH(1,1) 0.00 0.13 0.84    

EGARCH(1,0) -0.14 -0.08 0.98 0.00 0.13 

After fitting data into MA(3) 

GARCH(1,1) 0.00 0.12 0.85    

EGARCH(1,0) -0.11 -0.08 0.99 0.00 0.10 

After fitting data into ARMA(1,1) 

GARCH(1,1) 0.00 0.13 0.84    

EGARCH(1,0) -0.14 -0.08 0.98 0.00 0.13 

After fitting data into ARMA(1,2) 

GARCH(1,1) 0.00 0.13 0.84    

EGARCH(1,0) -0.14 -0.08 0.98 0.00 0.13 

After fitting data into ARMA(2,1) 

GARCH(1,1) 0.00 0.13 0.84    

EGARCH(1,0) -0.13 -0.08 0.98 0.00 0.12 

After fitting data into ARMA(2,2) 

GARCH(1,1) 0.00 0.14 0.84    

EGARCH(1,0) -0.15 -0.08 0.98 0.00 0.13 

 

Table 6: Coefficients of the mean models for Dell 

Model Coefficients Coefficients Coefficients Coefficients Intercept 

AR(1) -0.05    0.00 

  0.03    0.00 

AR(2) -0.05 -0.04   0.00 

  0.03 0.03   0.00 

AR(3) -0.05 -0.04 -0.03  0.00 
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  0.03 0.03 0.03  0.00 

MA(1) -0.06    0.00 

  0.03    0.00 

MA(2) -0.06 -0.05   0.00 

  0.03 0.03   0.00 

MA(3) -0.06 -0.04 -0.02  0.00 

  0.03 0.03 0.03  0.00 

ARMA(1,1) 0.51 -0.57   0.00 

  0.17 0.17   0.00 

ARMA(1,2) 0.36 -0.42 -0.03  0.00 

  0.30 0.30 0.04  0.00 

ARMA(2,1) 0.42 -0.02 -0.48  0.00 

  0.24 0.03 0.24  0.00 

ARMA(2,2) 0.06 0.16 -0.11 -0.20 0.00 

  1.84 1.05 1.83 1.13 0.00 
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Table 7: Test results for Dell 

 

Model/Test BIC JB-Test Lung-Box ADF 

AR(1) 3295 2443 3.66 -9.71 

AR(2) 3303 2443 3.66 -9.65 

AR(3) 3311 2443 3.66 -9.59 

MA(1) 3295 2443 3.66 -9.70 

MA(2) 3303 2443 3.66 -9.62 

MA(3) 3311 2443 3.66 -9.56 

ARMA(1,1) 3304 2443 3.66 -9.51 

ARMA(1,2) 3311 2443 3.66 -9.52 

ARMA(2,1) 3311 2443 3.66 -9.52 

ARMA(2,2) 3318 2443 3.66 -9.53 
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Table 8: Coefficients of the residual models for Dell 

Model omega alpha beta mu gamma 

After fitting data into AR(1) 

GARCH(1,1) 0.00 0.03 0.96     

EGARCH(1,0) -0.06 -0.04 0.99 0.00 0.08 

After fitting data into AR(2) 

GARCH(1,1) 0.00 0.03 0.96    

EGARCH(1,0) -0.06 -0.04 0.99 0.00 0.08 

After fitting data into AR(3) 

GARCH(1,1) 0.00 0.03 0.96    

EGARCH(1,0) -0.06 -0.04 0.99 0.00 0.08 

After fitting data into MA(1) 

GARCH(1,1) 0.00 0.03 0.96    

EGARCH(1,0) -0.06 -0.04 0.99 0.00 0.08 

After fitting data into MA(2) 

GARCH(1,1) 0.00 0.03 0.96    

EGARCH(1,0) -0.06 -0.04 0.99 0.00 0.08 

After fitting data into MA(3) 

GARCH(1,1) 0.00 0.03 0.96    

EGARCH(1,0) -0.06 -0.04 0.99 0.00 0.08 

After fitting data into ARMA(1,1) 

GARCH(1,1) 0.00 0.03 0.96    

EGARCH(1,0) -0.06 -0.03 0.99 0.00 0.08 

After fitting data into ARMA(1,2) 

GARCH(1,1) 0.00 0.03 0.96    

EGARCH(1,0) -0.06 -0.04 0.99 0.00 0.08 

After fitting data into ARMA(2,1) 

GARCH(1,1) 0.00 0.03 0.96    

EGARCH(1,0) -0.06 -0.04 0.99 0.00 0.08 

After fitting data into ARMA(2,2) 

GARCH(1,1) 0.00 0.03 0.96    

EGARCH(1,0) -0.06 -0.04 0.99 0.00 0.08 
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Table 9: Coefficients of the mean models for Google 

Model Coefficients Coefficients Coefficients Coefficients Intercept 

AR(1) 0.00    0.00 

  0.03    0.00 

AR(2) 0.00 -0.01   0.00 

  0.03 0.03   0.00 

AR(3) 0.00 -0.01 0.00  0.00 

  0.03 0.03 0.03  0.00 

MA(1) 0.00    0.00 

  0.03    0.00 

MA(2) 0.00 -0.01   0.00 

  0.03 0.03   0.00 

MA(3) 0.00 -0.01 0.00  0.00 

  0.03 0.03 0.03  0.00 

ARMA(1,1) 0.00 0.00   0.00 

  1.89    0.00 

ARMA(1,2) 0.00 0.00 -0.01  0.00 

  2.03 2.03 0.03  0.00 

ARMA(2,1) 0.04 -0.01 -0.04  0.00 

  1.89 0.03 1.89  0.00 

ARMA(2,2) 0.04 -0.98 -0.04 0.96 0.00 

  0.01 0.02 0.02 0.03 0.00 

 

Table 9: Tests for Google 

Model/Test BIC JB-Test Lung-Box ADF 

AR(1) 3280 2706 0.00 -10.44 

AR(2) 3287 2706 0.00 -10.43 

AR(3) 3294 2443 3.66 -10.44 

MA(1) 3280 2443 3.66 -10.44 

MA(2) 3287 2443 3.66 -10.43 

MA(3) 3294 2443 3.66 -10.44 

ARMA(1,1) 3287 2443 3.66 -10.45 

ARMA(1,2) 3294 2443 3.66 -10.43 

ARMA(2,1) 3294 2443 3.66 -10.43 

ARMA(2,2) 3308 2443 3.66 -10.52 
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Table 10: Coefficients of the residual models for Google 

Model omega alpha beta mu gamma 

After fitting data into AR(1) 

GARCH(1,1) 0.00 0.06 0.93     

EGARCH(1,0) -0.12 -0.04 0.98 0.00 0.16 

After fitting data into AR(2) 

GARCH(1,1) 0.00 0.03 0.93    

EGARCH(1,0) -0.12 -0.04 0.98 0.00 0.16 

After fitting data into AR(3) 

GARCH(1,1) 0.00 0.06 0.93    

EGARCH(1,0) -0.12 -0.04 0.98 0.00 0.16 

After fitting data into MA(1) 

GARCH(1,1) 0.00 0.06 0.93    

EGARCH(1,0) -0.12 -0.04 0.98 0.00 0.16 

After fitting data into MA(2) 

GARCH(1,1) 0.00 0.06 0.93    

EGARCH(1,0) -0.12 -0.04 0.98 0.00 0.16 

After fitting data into MA(3) 

GARCH(1,1) 0.00 0.06 0.93    

EGARCH(1,0) -0.12 -0.04 0.98 0.00 0.16 

After fitting data into ARMA(1,1) 

GARCH(1,1) 0.00 0.06 0.93    

EGARCH(1,0) -0.12 -0.04 0.16 0.98 0.16 

After fitting data into ARMA(1,2) 

GARCH(1,1) 0.00 0.06 0.93    

EGARCH(1,0) -0.12 -0.04 0.98 0.00 0.16 

After fitting data into ARMA(2,1) 

GARCH(1,1) 0.00 0.06 0.93    

EGARCH(1,0) -0.12 -0.04 0.98 0.00 0.16 

After fitting data into ARMA(2,2) 

GARCH(1,1) 0.00 0.07 0.93    

EGARCH(1,0) -0.14 -0.04 0.98 0.00 0.17 
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Table 11: Coefficients of the mean models for Microsoft  

Model Coefficients Coefficients Coefficients Coefficients Intercept 

AR(1) -0.10       0.00 

  0.03    0.00 

AR(2) -0.11 -0.09   0.00 

  0.03 0.03   0.00 

AR(3) -0.10 -0.08 0.07  0.00 

  0.03 0.03 0.03  0.00 

MA(1) -0.12    0.00 

  0.03    0.00 

MA(2) -0.10 -0.08   0.00 

  0.03 0.03   0.00 

MA(3) -0.09 -0.08 0.07  0.00 

  0.03 0.03 0.03  0.00 

ARMA(1,1) 0.45 -0.55   0.00 

  0.28 0.26   0.00 

ARMA(1,2) -0.48 0.39 -0.14  0.00 

  0.14 0.14 0.03  0.00 

ARMA(2,1) -0.58 -0.15 0.47  0.00 

  0.13 0.03 0.13  0.00 

ARMA(2,2) -0.84 -0.50 0.75 0.36 0.00 

  0.20 0.18 0.21 0.19 0.00 

 

Table 12: Tests for Microsoft 

Model/Test BIC JB-Test Lung-Box ADF 

AR(1) 3589 7907 13.67 -10.52 

AR(2) 3602 7907 13.67 -10.35 

AR(3) 3612 7907 13.67 -10.54 

MA(1) 3590 7907 13.67 -10.48 

MA(2) 3601 7907 13.67 -10.27 

MA(3) 3611 7907 13.67 -10.55 

ARMA(1,1) 3599 7907 13.67 -10.15 

ARMA(1,2) 3611 7907 13.67 -10.35 

ARMA(2,1) 3612 7907 13.67 -10.41 

ARMA(2,2) 3621 7907 13.67 -10.52 
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Table 14: Coefficients of the residual models for Microsoft 

Model omega alpha beta mu gamma 

After fitting data into AR(1) 

GARCH(1,1) 0.00 0.09 0.88    

After fitting data into AR(2) 

GARCH(1,1) 0.00 0.09 0.88    

EGARCH(1,0) -0.09 -0.01 0.99 0.00 0.10 

After fitting data into AR(3) 

GARCH(1,1) 0.00 0.09 0.88    

EGARCH(1,0) -0.08 -0.01 0.99 0.00 0.09 

After fitting data into MA(1) 

GARCH(1,1) 0.00 0.09 0.88    

EGARCH(1,0) -0.09 -0.01 0.99 0.00 0.09 

After fitting data into MA(2) 

GARCH(1,1) 0.00 0.10 0.87    

EGARCH(1,0) -0.09 -0.01 0.99 0.00 0.10 

After fitting data into MA(3) 

GARCH(1,1) 0.00 0.09 0.88    

EGARCH(1,0) -0.08 -0.01 0.99 0.00 0.09 

After fitting data into ARMA(1,1) 

GARCH(1,1) 0.00 0.10 0.87    

EGARCH(1,0) -0.09 -0.01 0.99 0.00 0.10 

After fitting data into ARMA(1,2) 

GARCH(1,1) 0.00 0.09 0.88    

EGARCH(1,0) -0.08 -0.01 0.99 0.00 0.09 

After fitting data into ARMA(2,1) 

GARCH(1,1) 0.00 0.09 0.88    

EGARCH(1,0) -0.08 -0.01 0.99 0.00 0.09 

After fitting data into ARMA(2,2) 

GARCH(1,1) 0.00 0.09 0.88    

EGARCH(1,0) -0.08 -0.01 0.99 0.00 0.09 
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Table 15: High Frequency data for DELL 

Model Coefficient Coefficient Intercept 

AR(1) -0.50   0.00 

  0.02  0.00 

AR(2) -0.67 -0.33 0.00 

  0.02 0.02 0.00 

MA(1) -0.98  0.00 

  0.00  0.00 

ARMA(1,1) 0.00 -0.98 0.00 

  0.02 0.00 0.00 

 

 

 

 

Table 16: High Frequency data for DELL diagnostic tests 

Model Log likelihood AIC BIC J-B Test Box-Test ADF 

AR(1) 1081 -2155 1088 19600000.00 429.94 -19.14 

AR(2) 1181 -2354 1196 19600000.00 429.94 -19.09 

MA(1) 1413 -2820 1420 19600000.00 429.94 -13.33 

ARMA(1,1) 1413 -2818 1428 19600000.00 429.94 -13.33 

 

 

Table 17: HF Data, Coefficients of the residual models for Dell 

After fitting data into AR(1) 

Model omega mu alpha1 beta1 gamma11 

GARCH(1,1) 0.00   0.40 0.60   

FGARCH(1,1) 0.00 0.00 0.11 0.87   

IGARCH(1,1) 5.881781e- 0.00 0.41 0.59   

EGARCH(1,1) -0.35  0.08 0.92 0.26 

TGARCH(1,1) 0.00 0.00 0.10 0.92 0.03 

 

  



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

700 

 

Table 18: High Frequency data for GOOGLE 

Model Coefficient Coefficient Intercept 

AR(1) -0.49  0.00 

  0.02  0.00 

AR(2) -0.66 -0.33 0.00 

  0.02 0.02 0.00 

MA(1) -0.87  0.00 

  0.01  0.00 

ARMA(1,1) 0.00 -0.87 0.00 

  0.03 0.01 0.00 

 

 

Table 19: HF Data, Coefficients of the residual models for GOOGLE 

Model omega mu alpha1 beta1 gamma11 

GARCH(1,1) 0.00  0.70 0.31   

FGARCH(1,1) 0.00 0.00 0.10 0.90   

IGARCH(1,1) 0.57 0.00 0.43 0.57   

EGARCH(1,1) -2.14  0.38 0.82 0.40 

TGARCH(1,1) 0.00 0.00 0.11 0.91 0.05 

 

Table 20: HF Data, Diagnostic tests for GOOGLE 

Model Log likelihood AIC BIC J-B Test Box-Test ADF 

AR(1) 4219 -8432 4227 50300000 421 -17.81 

AR(2) 4316 -8624 4331 50300000 421 -17.24 

MA(1) 4462 -8919 4470 50300000 421 -11.93 

ARMA(1,1) 4462 -8917 4477 50300000 421 -11.92 
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Table 21: HF Data, Coefficients of the residual models for IBM 

Model Coefficient Coefficient Intercept 

AR(1) -0.50   0.00 

  0.02  0.01 

AR(2) -0.66 -0.33 0.00 

  0.02 0.02 0.00 

MA(1) -1.00  0.00 

  0.00  0.00 

ARMA(1,1) 0.00 -1.00 0.00 

  0.02 0.00 0.00 

 

Table 22: HF Data, Diagnostic tests for IBM 

Model Log likelihood AIC BIC J-B Test Box-Test ADF 

AR(1) -831 1667 -823 3200000 427 -19.92 

AR(2) -730 1467 -715 3200000 427 -19.45 

MA(1) -485 975 -477 3200000 427 -12.52 

ARMA(1,1) -485 977 -470 3200000 427 -12.53 

 

Table 23: HF Data, Coefficients of the residual models for IBM 

Model omega mu alpha1 beta1 gamma11 

GARCH(1,1) 0.00   1.00 0.00   

FGARCH(1,1) 0.00 0.00 0.06 0.91   

IGARCH(1,1) 0.56 0.00 0.45 0.56   

EGARCH(1,1) -3.52  -1.15 0.33 1.34 

TGARCH(1,1) 0.00 0.00 0.13 0.90 0.22 

 

Table 24: HF Data, Coefficients of the residual models for Microsoft 

Model Coefficient Coefficient Intercept 

AR(1) -0.48   0.00 

  0.02  0.00 

AR(2) -0.64 -0.33 0.00 

  0.02 0.02 0.00 

MA(1) -0.86  0.00 

  0.01  0.00 

ARMA(1,1) 0.02 -0.86 0.00 

  0.03 0.01 0.00 

 

Table 25: HF Data, Diagnostic tests for Microsoft 

Model Log likelihood AIC BIC J-B Test Box-Test ADF 

AR(1) 1142 -2278 1149 3230000 396 -18.22 

AR(2) 1244 -2480 1259 3230000 396 -17.46 

MA(1) 1377 -2749 1385 3230000 396 -11.83 

ARMA(1,1) 1378 -2747 1392 3230000 396 -11.73 
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Table 26: HF Data, Coefficients of the residual models for Microsoft 

Model omega mu alpha1 beta1 gamma11 

GARCH(1,1) 0.00   0.05 0.95   

FGARCH(1,1) 0.00 0.00 0.08 0.90   

IGARCH(1,1) 0.59 0.00 0.41 0.59   

EGARCH(1,1) -0.18  -0.09 0.94 0.18 

TGARCH(1,1) 0.00 0.00 0.07 0.94 0.27 

 

 

Table 27: Daily Data, Coefficients of the BEKK(1,1) MGARCH model 

Data Variable 
Mean 

Model 
Coefficients k=4       

DS1 DELL AR(1) 0.01 0.00 0.00 0.00 0.01 

     0.00 0.00 0.00 -0.01 0.01 

  MSFT  0.46 -0.14 0.03 -0.06 0.03 

     0.25 0.47 -0.21 0.00 0.25 

  IBM  0.42 0.01 -0.09 0.17 0.11 

     0.06 0.25 -0.85 -0.13 0.03 

  GOOGLE  0.06 -0.92 0.81 0.19 -0.05 

     -0.39 -0.20 -0.01 0.07 -0.83 

     0.09 -0.18     

DS1 DELL MA(1) 0.02 0.01 -0.01 0.00 0.00 

     0.00 0.01 -0.01 0.00 0.02 

  MSFT  -0.40 0.62 0.34 0.17 0.02 

     0.30 0.14 0.17 0.08 0.37 

  IBM  0.23 0.04 -0.15 0.48 -0.12 

     -0.10 0.01 0.11 -0.47 0.54 

  GOOGLE  -0.09 -0.43 0.68 0.23 -0.17 

     -0.50 0.24 0.41 -0.24 -0.54 

     0.16 0.33     

DS1 DELL ARMA(1,1) 0.01 0.00 0.00 0.00 0.01 

     0.01 0.00 0.00 0.00 0.01 

  MSFT  -0.40 0.30 0.42 0.18 0.04 

     0.18 -0.05 0.10 0.06 0.22 

  IBM  0.21 0.06 0.04 0.27 -0.16 

     -0.13 -0.43 -0.60 0.68 -0.02 

  GOOGLE  -0.06 -0.87 -0.28 0.20 -0.14 

     -0.34 0.17 0.01 0.01 -0.86 

      1.14 -0.60       
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Table 28: High Frequency Data, Coefficients of the BEKK(1,1) MGARCH model  

Data Variable 
Mean 

Model 
Coefficients k=4       

DS1 DELL AR(1) 0.00 0.07 -0.07 -0.17 -0.18 

     0.25 0.01 -0.01 0.00 0.05 

  MSFT  0.38 0.00 0.00 0.00 -0.01 

     0.58 0.00 0.07 0.05 0.02 

  IBM  0.36 -0.05 -0.01 0.06 0.48 

     -0.31 -0.23 0.00 0.04 -0.03 

  GOOGLE  -0.09 -0.22 -0.06 0.05 -0.89 

     0.01 0.11 -0.46 0.03 -0.06 

     0.00 0.20     

DS1 DELL MA(1) 0.01 0.01 -0.06 -0.12 -0.02 

     -0.27 0.00 0.00 0.00 0.00 

  MSFT  -0.61 -0.03 0.00 0.01 0.73 

     -0.96 0.01 2.45 1.55 -0.26 

  IBM  0.02 1.26 0.03 -0.03 -0.36 

     3.21 -0.41 0.01 0.03 -0.01 

  GOOGLE  -0.83 -0.36 -0.05 -0.46 -5.16 

     0.05 0.21 0.40 0.07 -0.01 

     0.00 0.28     

DS1 DELL ARMA(1,1) 0.01 0.01 0.01 0.21 -0.03 

     0.19 0.00 -0.01 0.00 0.00 

  MSFT  -0.25 -0.02 -0.02 -0.03 -0.19 

     -0.12 0.01 0.46 -3.23 -0.21 

  IBM  0.44 0.31 -4.33 1.08 1.64 

     2.50 -0.19 -0.18 0.01 -0.02 

  GOOGLE  -1.72 0.35 0.20 -0.07 1.04 

     1.69 -0.18 -0.15 0.00 -0.02 

      0.01 -0.01       
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Figure 4: PACF and ACF plots for daily data: DELL 

 
 

Figure 5: PACF and ACF plots for high frequency data: DELL 
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Figure 6: PACF and ACF plots for daily data: TOPIX Index 

 

 
 

Figure 7: PACF and ACF plots for daily data: USD vs EUR 
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Table 29: BDS test results for High frequency IBM data 

 
 

Figure 8: Kernel estimates of Dell daily returns. 

 
 
Figure 9: Sampling estimates for Dell daily returns. 
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Figure 10: Kernel estimates for Google daily returns. 

 
 

Figure 11: sub sampling estimates for Google daily returns. 

 
 

Figure 12: Kernel estimates for IBM daily returns. 
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Figure 13: Sub sampling estimates for Google daily returns. 
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Figure 14: Kernel estimates for Microsoft Daily returns. 

 
 

Figure 15:  Sub sampling estimates for Microsoft daily returns. 
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Figure 16: Kernel estimates for Dell High Frequency data. 

 
 

Figure 17: Sub sampling estimates for Dell High Frequency data 
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Figure 18: Kernel estimates for Google High frequency data. 

 
 

 

 

 

Figure 19: Sub sampling estimates for Google High frequency data. 

 
 

Figure 20: Kernel estimates for IBM High frequency data. 
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Figure 21: Sub sampling estimates for IBM high frequency data. 
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Figure 22: Kernel estimates for Microsoft high frequency data. 

 
 

Figure 23: sub sampling estimates for Microsoft High frequency data. 
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FINANCIAL PERFORMANCE OF PHILIPPINE LIFE INSURANCE COMPANIES 

 

Michelle Brendy C. Ocampo Tan 

De La Salle University 

Michelle.ocampotan@dlsu.edu.ph 

 

Abstract 

 

The prospects of the Philippine life insurance industry is very positive with a forecast of 

steady growth in premiums of around 7% annually, according to BMI’s report. The study takes a 

look at the relationship of financial ratios and stock prices of Sun Life Financial and Manulife 

Financial, the two publicly listed companies in the life segment.  

The aim of the study is to determine whether financial ratios would have an effect on share 

prices. The results would then be an indicator on the performance of the publicly listed life 

insurance companies. The proposed methodology is to gather financial data for the past five years 

and do a regression on the financial ratios and share prices. The study will enable insurance 

companies and regulators to further develop the industry to increase market penetration which 

would benefit the Filipino families.  
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