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When Work Groups Influence Sustainable Behavior: The Role of
Social Identity in Employee Sustainability Involvement
Ringgold P. Atienza1,2
De la Salle University1
Misamis University2
ringgoldatienza@yahoo.com

Abstract
Employee volunteerism, engagement, and involvement remain an ongoing and pressing
issue for managers in their corporate social responsibility initiatives. Leaders in the organizations
are pressed to provide a more encouraging and supportive environment for employees to take part
in their sustainability programs. This research fills the gap in the literature by exploring the
evidence on how employee involvement in corporate social responsibility activities are influenced
by employee’s attitudes, values, and identity. This study used a purposive sampling technique and
employed a questionnaire survey. The respondents were Filipinos employed in the Philippines. A
total 83 respondent information were analyzed using PLS-SEM. This study found out that the proenvironmental self-identity (PESI) scale can be broken down into two constructs which the author
termed the pro-environmental self-identity and pro-environment social identity. These new
constructs are supported by the Self-Identity Theory and Social Identity Theory. The study also
found out that the employee’s social identity can magnify the employee involvement of an
organization’s sustainability initiatives and programs. Practically, this would mean that
organizations can promote their corporate sustainability projects among employees as a source of
social upliftment. Managers may also promote a social group wherein employees can identify
themselves based on the organization’s sustainability project. The researcher recommends that
future researches should be conducted on different industries to further explain the model. Also,
future researches should consider looking at the perspective of the model from the top management
up to the lowest level of the organization to provide light in the underlying processes of the
employee volunteerism, engagement, and involvement phenomenon.
Key Words: materialism, CSR, sustainable behavior, employee involvement, social identity

Background of the Study
Humans had generally lived within their means until the industrial revolution intensified
consumerism (Bakırtas, Buluş, & Bakırtaş, 2014). Consumerism is manifested through the
motivation to have more, and the belief that more consumption brings more pleasure (Fournier &
Richins, 1991). As a result, people became more materialistic that they placed material possessions
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at the center of their being and tended to judge their success and those of others by the material
wealth accumulated (Durvasula & Lysonski, 2010).
High level of materialism makes consumers buy products excessively and unnecessarily,
and it brings inevitable losses to society as it makes people more insensitive towards the
environment (Belk, 1988). However, Greed and materialism is an essential requirement for
survival wherein humans tend to keep things more than enough in the present for future
consumption. It is good provided that this greed and the materialistic mechanism is not
predominant to the life choices of an individual.
Further, this voracious appetite among humankind to consume excessively made a lot of
devastating effects on the earth (Dermody et al., 2015). Strong evidence account humans for the
depletion of the earth’s natural resources (Krausmann et al., 2009). Humans are primarily
dependent on nature’s resources to sustain their life. Thus, survival triggers humans to make its
part of improving the earth’s capacity to support and nurture all its life forms. Consequently, it
resulted in the proliferation of environmental movements and sustainability initiatives. Every unit
in the society is now being reminded of meeting their own needs without compromising the ability
of future generations to meet their own needs.
Business organizations, whose role in the society is to produce the goods and services, are
not spared by the initiatives on sustainability. This lead managers and owners of the businesses to
understand the effects of their products or services to the community and environment since these
mandates can influence the success of their organizations.
The idea of that an organization is behaving in a socially responsible way by protecting the
environment, helping to solve social problems in their community, giving money to charities and
doing business in an ethical way is called the corporate social responsibility (CSR), which is now
an indispensable part of the business operation. On the other hand, CSR may be used by
organizations who only care about it for marketing and publicity purposes (Friedman, 1970).
Regardless of the company’s intention in their CSR, its impact on consumers, when properly
communicated, will provide positive results in terms of customer support, customer loyalty and
brand image (Mohr, Webb, & Harris, 2001). Thus, strong business performance in the social,
environmental, and governance yields good reputation and stronger financial results (Orlitzky,
Schmidt, & Rynes, 2003).
One of the challenges that organizations can face in their CSR is on how to involve
employees in their CSR activities. Organizations should not mandate volunteerism to their
employees. The decision to be part of the sustainability program and the self-sacrifice for involving
oneself to environmental activities should come from within the employees themselves.
The traditional forms of volunteerism include mentoring schoolchildren, taking care for
the homeless, elderly, or disadvantaged, participating in disaster relief, building community
playgrounds or habitat-for-humanity housing, and along with more “skill-based” engagement
efforts wherein employees use their technical and commercial know-how to address social
concerns. In the present, volunteerism has expanded into doing social responsibility on the job.
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Employees are now engaged in sustainable supply chain management, cause-related marketing,
and green business initiatives. Some organizations extended their social responsibility for their
employees to be able to go to emerging markets and work with local management in small
businesses or social enterprises (Mirvis, 2012).
Nowadays, employees do not just look for jobs for a living, but they also look for employers
that can fulfill their sense of purpose and meaning in life. They want to do a job that can have an
impact on the organizational goals that are also relevant to the community (Mirvis, 2012).
Employees would like to work in a company that has a good reputation in the community. For
organizations to attract talents in the market, they have to build up a reputation as an organization
that provides a positive impact in the community. Having employees that are engaged to the issues
in the community and environment provides a good effect on the organizational reputation and
branding for the future candidates in the organization. Therefore, organizations should pay more
attention to the employee as their ambassadors.
Employee volunteerism, engagement, and involvement remain an ongoing and pressing
issue for managers in their corporate social responsibility initiatives. Leaders in the organizations
are pressed to provide a more encouraging and supportive environment for employees to be part
of their sustainability programs. This research filled the gap in the literature by exploring the
evidence on how employee involvement in corporate social responsibility activities are influenced
by employee’s values, self-identity, and social identity. Specifically, this study explored the
constructs materialism, environmental concern, pro-environmental self-identity, and employee
sustainability involvement. Thus, this research intended to answer the main problem “How do proenvironmental self-identity, environmental values, and materialism affect employee’s involvement
in the sustainability and environmental project of the organization?”
This study aimed to develop a model of employee sustainability involvement from the
anchored models the Ecological Behavior Model (Bakırtas et al., 2014) and Sustainable
Consumption Behavior Model (Dermody et al., 2015). This model will provide organizations and
leaders a theoretical knowledge in the formulation of their policies and strategies towards CSR
employee volunteerism, engagement, and involvement.
Theoretical Frameworks
Environmental concern
Bakırtas et al. (2014) studied the direct linked of materialism and environmental concern
to ecological behavior. Dermody et al. (2015) developed further the link between values, and
behavior by introducing the pro-environmental self-identity as a mediator. His study confirmed
the significance of pro-environmental self-identity as a mediating variable adopting multi-cultural
research approach using the data from Eastern and Western consumers. Initially, the mediating
role of pro-environmental self-identity was supported by the study of Gatersleben, Murtagh, &
Abrahamse (2012) and van der Werff, Steg, & Keizer (2014).
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van der Werff, Steg and Keizer (2014) demonstrated that environmental self-identity
mediates the relationship between past pro-environmental activities and subsequent proenvironmental preferences; hence initial pro-environmental actions may lead to subsequent proenvironmental preferences and behavior. Reminding people of their past pro-environmental
behavior can strengthen environmental self-identity. However, this may not always be the case as
environmental self-identity also depends on values, and is thus stable to a certain extent. The past
behavior needs to imply something about the person performing the behavior in order to strengthen
environmental self-identity. On the basis of attribution theory (Kelley & Michela, 1980) and selfperception theory (Bem, 1972), the past pro-environmental actions will strengthen environmental
self-identity to a larger extent when this behavior is more indicative of who you are.
Self-identity was also explored by Sparks & Shepherd (1992) as part of the antecedents in
the Theory of Planned behavior specifically on green consumerism. Their study showed direct
linked of self-identity to green consumption behavior. They suggested that the Theory of Reasoned
Action and Theory of Planned Behavior must take serious account of the role of self-identity in
influencing behavioral intentions and behaviors.
In conclusion, it is reasonable to expect that pro-environmental self-identity mediates the
relationship of the independent variables materialism and environmental concern to the dependent
variable sustainable consumption behavior.
People who are environmentally concern are aware of environmental problems and they
demonstrate their willingness to personally support or engage in solutions to help resolve
environmental problems (Dunlap & Jones, 2002). Many studies have regarded environmental
concern as a major explanation of why individuals do or do not engage in sustainability-orientated
behaviors (Hartmann & Apaolaza-Ibáñez, 2012). This research argued that environmental concern
is likely to lead to employee sustainability involvement, mediated by pro-environmental selfidentity.
Materialism
Materialism has become an integral part of consumers’ economic activities and modernday living, with mainly negative consequences reported from a materialistic lifestyle. Some of the
reported negative consequences of materialism are increasing consumer debt and bankruptcy,
shrinking saving, economic crisis and lower levels of life satisfaction and well-being (Bauer et al,
2012; Dittmar et al., 2014; Duh, 2015). Additionally, it was pointed out that people with high
materialistic level are more dissatisfied with their standard of living than those people with low
materialistic level (Richins, 1987). It further showed that materialism affects the multiple domains
of life satisfaction such as satisfaction with families, friends, income and life as general (Kasser,
2014; Richins & Dawson, 1992).
Materialism can also provide positive roles in the lives of an individual such as identity
builder (Burroughs & Rindfleisch, 2002), self-esteem booster and satisfier of the need of
distinctiveness and belonging (Wong et al., 2011). Also, materialism is positively associated with
achievement values; thus, it may also be positively associated with positive work and educational
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outcomes (Kasser, 2014). This research argued that materialism provides a positive effect on
organizational sustainability involvement. This positive effect is triggered if sustainability
involvement provides achievement and belongingness to employees.
Employee Sustainability Involvement and Pro-Environmental Self-Identity
This study introduced a new paradigm for employee sustainability involvement. For this
reason, the researcher excludes the variable social consumption motivation as part of the
explanatory variables and retains the mediator pro-environmental self-identity and dependent
variable sustainable behavior from the Sustainable Consumption Behavior Model (Dermody et al.,
2015). However, sustainable behavior in this study was operationalized in the context of the
workplace. A sustainable behavior had been operationalized as pro-environmental behavior
(Hurst, Dittmar, Bond, & Kasser, 2013; Zhou, Ye, Geng, & Xu, 2015), ecological behavior
(Bakırtas et al., 2014; Kaiser, 1998), positive environmental behavior (Green-Demeirs, Pelletier,
& Ménard, 1997), and vicarious behavior (Kaiser & Wilson, 2004) in the previous studies. Some
general measure of sustainability behavior of Kaiser (1998) includes purchase behavior, pro-social
behavior, consumption behavior, personal responsible consumer behavior, societal responsible
consumer behavior, conservation of water and power, volunteering, ecological behavior and
environmental behavior (Bakırtas et al., 2014; Buerke, Straatmann, Lin-Hi, & Müller, 2017; Hurst
et al., 2013; Kaiser & Wilson, 2004). Employee sustainability involvement specifically refers to
an act of volunteering in nature protection or preservation activities or initiatives of an employee
to his or her organization.
Materialism
Richins & Dawson (1992)
Dermody et al. (2015)
Lee & Ahn (2016)
Hurst et al. (2013)

Pro-Environmental SelfIdentity
Dermody et al. (2015)
Gatersleben et al. (2012)
van der Werff et al. (2014)

Employee Sustainability
Involvement
Mirvis (2012)
Green-Demeirs et al. (1997)
Hurst et al. (2013)

Environmental Concern
Dermody et al. (2015)
Ellen et al. (1991)
Bakırtas et al. (2014)

Figure 1. Operational Framework
Methodology
Participants and design
The questionnaire was conducted using both paper and electronic survey. This study used
purposive sampling technique by qualifying first the respondents. The respondents are employees
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from the Philippines. The respondents should acknowledge the presence of sustainability
programs, environmental initiatives or CSR in his or her company. Prior to giving the
questionnaire, informed consent was sought. In total, 83 participants were reached out. Participants
in this survey were broadly demographically representative of the population sampled in terms of
age while data on gender and educational level were steep on female and college level,
respectively.
Table 1
Demographic characteristic of survey sample
Frequency
Age
25 or below
26-35
36-45
46 or above
Gender
Male
Female

%

22
33
20
8

26.5
398
24.1
9.6

33
50

39.8
60.2

Frequency
Educational level
Elementary
High School
Vocational
College Degree
Master’s Degree
Doctorate Degree

1
5
6
55
11
5

%

1.2
6.0
7.2
66.3
13.3
6.0

Measures
All scale items in material value scale (MVS), environmental concern (EC), proenvironmental self-identity (PESI) and employee sustainability involvement (ESI) were measured
using seven-point rating scales (1 = Strongly Disagree and 7 = Strongly Agree). The material value
scale (MVS) is first developed by Richins & Dawson (1992) and was continuously validated by
different authors in different samples and context (Lipovčan, Prizmić-Larsen, & Brkljačić, 2015;
Richins, 2014). Environmental concern (EC) was measured with four items adapted from Ellen,
Wiener, & Cobb-walgren (1991). The pro-environmental self- identity (PESI) scale used in this
study consisted of five items adapted from Whitmarsh & O’Neill (2010) and Roberts (1996).
Employee sustainability involvement (ESI) is a direct measure to assess the level of employee
involvement towards organizational sustainability projects. Measures that were reverse coded in
scales MVS, EC, and PESI were accounted for and changed.
Confirmatory factor analysis is conducted on material value scale (MVS), environmental
concern (EC) and pro-environmental self-identity (PESI) to test their validity since most of these
scales are conducted into a different context. Promax oblique rotation is used as this rotation
method is more suited in social sciences (Matsunaga, 2011). Promax rotation begins with a
varimax solution and then raise the factor loadings to a 4th power kappa (κ), as set by the researcher.
The promax method operates to obtain the solution with the lowest possible kappa so that the
resultant factors/components are maximally distinguishable (Comrey & Lee, 2013).
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Table 2
Rotated factor matrix for material value scale (MVS)
Items
1 I admire people who owns expensive homes, cares, clothes.
2 I like to own things that impress people.
3 I don’t place much emphasis on the amount of material objects people own as a
sign of success.
4 I’d happier if I could afford to buy more things
5 My life would be better if I own certain things I don’t have
6 It bothers me that I can’t afford to buy things I’d like
7 I try to keep my life simple, as far as possessions are concerned
8 Buying things gives me a lot of pleasure
9 I like a lot of luxury in my life
Eigenvalues
Percentage of variance explained
Cronbach’s alpha
Extraction method: Principal components analysis.
Rotation method: Promax with Kaiser Normalization
Factors loading less than .40 are to be omitted.

Factor 1
.742
.865

Factor 2
.492

.567
.483
.650

.749
.768
.760

.635
.757

.696
.614

4.345
48.274
.863

1.161
12.898
.864

In table 2, it shows that in both Factor 1 and Factor 2, items number 3 and 7 are to be
omitted. In Factor 2, it further omitted the item number 1. In this case, Factor 1 is used in this study
since it has the highest percentage of variance explain (48.724%) and has a big drop of variance
explained when Factor 2 is chosen (12.989%). However, this does not mean Factor 2 is an invalid
measure for material value. For conservative measure, the researcher retained Factor 1 as measure
for material value scales (MVS).
Table 3
Rotated factor matrix for environmental concern (EC)
1
2
3
4

Items
Environmental problems are not affecting my life personally.
Environmental problems are exaggerated, because in the long run things balance out.
I can think of many things I'd rather do than work toward improving the environment.
I have too many obligations to take an active part in an environmental organization.

Eigenvalues
Percentage of variance explained
Cronbach’s alpha
Extraction method: Principal components analysis.
Rotation method: Promax with Kaiser Normalization
Factors loading less than .40 are to be omitted.

Factor 1
.827
.853
.866
.763
2.743
68.587
0.844

Table 3 shows that environmental concern (EC) scale is already a good measure with
68.587% variance explained and with a Cronbach’s alpha of .844. For this reason, the researcher
retained all items in the scale.
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Table 4
Rotated factor matrix for pro-environmental self-identity (PESI)
Items
1 I think of myself as an environmentally-friendly consumer.
2 Each consumer's behavior can have a positive effect on society by purchasing products
sold by socially responsible companies.
3 I think of myself as someone who is very concerned with environmental issues.
4 I would not be embarrassed to be seen as having an environmentally-friendly lifestyle.
5 I want my family or friends to think of me as someone who is concerned about
environmental issues.
Eigenvalues
Percentage of variance explained
Cronbach’s alpha / Correlation coefficient (for factor with two items)
Extraction method: Principal components analysis.
Rotation method: Promax with Kaiser Normalization
Factors loading less than .40 are to be omitted.

Factor 1
.851
.867

Factor 1

.832
.910
.918

2.342
46.835
0.810

1.601
32.022
.682

Table 4 rotated factor matrix for pro-environmental self-identity (PESI) scale shows very
interesting result. Factor 1 and Factor 2 did not overlap in their measures. This could mean that
the scale pro-environmental self-identity should be broken down into two meaningful scales. Both
factors are good measures with 46.835% and 32.022% variance explained, respectively, and has
good Cronbach’s alpha. To make sense of the creation of two new measures we can see that Factor
1 includes items 1 and 3 with statements, “I think of myself as an environmentally-friendly
consumer”, and “I think of myself as someone who is very concerned with environmental issues”
that pertain to being self-reflective on ones owns’ self-identity, as the statement describes, “I think
of myself”. Item 2 pertains to the belief that actions can produce results when it comes to
environmental efforts, and this magnifies one’s perception on self-identity. The Self-Identity
Theory explains that a person has self-schema which refers to an unconscious and systematized
generalization about self. This self-schema includes scripts, future intentions and expectations
about self-realization and core values (Horowitz, 1998). Items 1 and 3 provides a state of selfrepresentation which refers a conscious belief or potential conscious expression about “me” that
may be symbolized in words, images, or bodily tensions such as posture, gait, muscle tensions,
and gestures (Horowitz, 2012). Further, it explained that identity is a conscious or intuitive sense
of sameness over time. Pro-environmental self-identity is a conscious view of oneself. Thus,
Factor 1 fits in the definition of what is meant by self-identity, hence we retain Factor 1 as “proenvironmental self-identity”
Factor 2 relates to how one self’s perception on how others view him or her as a person
who is a pro-environment, as proved in the statements, “I would be embarrassed to be seen as
having an environmentally-friendly lifestyle.”, and “I would not want my family or friends to think
of me as someone who is concerned about environmental issues”. After having an understanding
of one’s own self-identity, an individual may look for groups of people with the same set of values,
belief, behaviors or goals, thus taking part into a social identity. The Social Identity Theory
proposed that the groups (i.e. social class, family, basketball team, school, etc.) which people
belonged to were an important source of pride and self-esteem (Tajfel, 1974).
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The Social Identity theory outlined three mental processes of social identity: first, social
categorization, second, social identification and third is social comparison. Groups give people a
sense of social identity, a sense of belonging to a social world. As part of normal cognitive process,
people tend to group things together. In a society, people create stereotyping, that puts people into
groups or categories, thus there exist a social categorization (stage 1). Social identification pertains
to adopting the identity of the group that oneself belonged to. If a person belongs to a group of
pro-environmentalist, that person will most likely behave what is expected for as an
environmentalist (stage 2). The final stage is the social comparison, in which a person compares
one’s group with another identified group. In order to increase one’s self-image, a person may
enhance the status of the group which one belonged or may discriminate and hold prejudice views
against the group one does not belong (stage 3).
Factor 2 captured the definition of social identity in which the questions captured how one
would think about how others may compare them once he or she became part of an environmental
movement or pro-environmental groups. For this reason, the author believes that Factor 2 should
be named as “pro-environment social identity”.
The new proposition for this research is to have two types of pro-environmental identity
namely, pro-environmental self-identity and pro-environmental social identity. This makes sense
since self-identity is focused on one self’s identification about one’s values, traits, beliefs, and
purpose in this world while social-identity considers the view of others upon his own group
identity.
Materialism
Pro-Environmental SelfIdentity
)

Employee Sustainability
Involvement
Pro-Environmental Social
Identity
)

Environmental Concern

Figure 2. New Model
Statistical treatment of data
The data from 83 observations had undergone diagnostics and found to have non-normal
distribution. This type of data called for a non-parametric statistical approach. Partial Least Square
Structural Equation Modeling using is known as an alternative for covariance based SEM as it can
handle non-parametric data (Ringle, Wende, & Becker, 2015). PLS-SEM is also referred to as
soft-modeling-technique with minimum demands regarding measurement scales, sample sizes and
residual distributions (Monecke & Leisch, 2012). The structural equation model paths in Figure 3
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were tested using bootstrapping technique, subsamples set at 500 and maximum iteration at
10,000. All latent variables were considered to have reflective indicators. This study utilized twotailed p-value tests of significance on the since the research do not have a priori hypotheses that
inferred direction of the variables relationships.
Measures validity
Construct validity and discriminant validity tests for the PLS structural equational model
(figure 3) was conducted using rho_A, composite reliability, average variance extracted (AVE)
and results showed that all measures were valid (table 5). For rho_A and composite reliability,
PLS-SEM required value higher than 0.70 while AVE required value higher than 0.50 (Henseler,
Ringle, & Sarstedt, 2014).
Table 5
Construct and discriminant validity
Fornell-Larcker Criterion

Composite
Variables

rho_A

Reliability

AVE

1

2

3

1 Pro-environmental self-identity

0.989

0.874

0.699

0.836

2 Pro-environmental social identity

0.818

0.914

0.841

-0.208

0.917

3 Environmental Concern

0864

0.895

0.681

-0.198

0.740

0.825

4 Materialism

0.894

0.896

0.681

0.273

-0.595

-0.563

4

0.745

Results
Descriptive results in table 6 showed that Filipino employees have higher selfidentification in terms of their identity as being pro-environment than their projection they want
others to perceive them as being pro-environment. Filipino employees also showed weaker
involvement in employee involvement in general although this varies a lot in all samples (SD =
1.732). In terms of the Filipino employees’ environmental concern value and material value, their
results are higher than the average though variation in the samples is high with a standard deviation
of 1.434 and 1.229, respectively.
Table 6
Mean, Standard Deviation, Skewness and Kurtosis of Dependent and Independent Variables
Variables

Mean

SD

Skewness

Kurtosis

Q25%

Q75%

IQR

Employee Involvement

3.891

1.732

0.068

1.961

3.000

5.000

2.000

Pro-environmental self-identity

5.204

0.987

0.003

2.060

4.333

6.000

1.667

Pro-environmental social identity

4.839

1.288

0.045

1.677

3.650

6.000

2.350

Environmental Concern

4.072

1.434

-0.066

1.985

3.000

5.250

2.250

Materialism

4.079

1.229

-0.335

2.933

3.428

4.714

1.285
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Table 7 shows the correlation matrix of the latent variables. Employee involvement in
sustainability programs was negatively correlated with materialism, Pearson’s r(83), = .475, p <
.001. This negative association could mean that those who have high material value are less likely
to involve in sustainably or environmental projects. However, there needs a validation to test the
causal nature of materialism in the bootstrapping technique in PLS structural equation model path.
Employee involvement is also positively correlated with pro-environmental social identity,
Pearson’s r(83), = 0.532, p < .001, and environmental concern, Pearson’s r(83), = 0.770, p < .001.
However, there found no significant correlation pro-environmental self-identity. This self-identity
and social identity difference effect could mean that the involvement in sustainability projects and
environmental programs provides the social interaction that could amplify social identity. To
maintain that social identity, one has to perform a task such as joining into sustainability projects
and environmental program as expected of being a pro-environment person. This is the second
stage of the process of the Social Identification Theory which is called social identification (Tajfel,
1974).
Table 7
Correlation matrix
Variables
1

Employee Involvement

2

Pro-environmental self-identity

3

Pro-environmental social identity

4

Environmental Concern

5

Materialism

1

2
1

3

4

-1.250

0.532**

0.770**

-0.475**

1

0.194

-0.172

-.207

1

**

0.465**

1

-0.531**

0.653

5

1

Note: *p ≤ 0.05; **p ≤ 0.01 (2-tailed)

The results on table 8 confirmed the results of the correlation test on self-identity and social
identity as a predictor of employee involvement. Practically, this would mean that organizations
should promote their corporate social responsibility as a source of social upliftment for the
employees. Managers should promote the creation of social identity categorization or grouping
among employees that they may identify themselves as pro-environment (stage 1). As a result, it
would create amplification on employee’s social identity as a pro-environmentalist, even if they
have a less prior social identity. During the social identity process (stage 2), once part of the
environmentalist group in an organization, an employee will tend to act accordingly of what is
expected of as being an environmentalist and may do what the employee did not do before just to
maintain that social identity. This social identity for an employee can become an important source
of pride and self-esteem.
Table 8
Path coefficients of Self-Identity and Social Identity
Path Coefficient
Self-Identity -> Employee Involvement
Social Identity -> Employee Involvement

Original
Sample
-0.023
0.611

SD
0.089
0.076

T
Statistics
0.254
8.092

P Values
0.800
0.000***

Note: *p ≤ 0.10; **p ≤ 0..05; ***p ≤ 0.01
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Table 9 tested the mediating effects of pro-environmental self-identity and proenvironmental social identity on materialism and employee involvement. The results showed that
pro-environmental social identity mediates the effect of materialism on employee involvement.
The effect of materialism on employee involvement is negative which indicates that as an
individual’s material value goes higher, that individual’s willingness to be involved in
sustainability initiatives or environmental programs lessen. Another interesting result showed is
the positive effect of materialism on self-identity. However, it does not lead to involvement. Even
if the individual’s material value is high and pro-environmental self-identity is high, this will not
lead to involvement since this activity does not provide value to an individual. As such, an
individual would rather do something that would gain an achievement, material or social value to
himself.
Table 9
Mediation effect of Self-Identity and Social Identity on Materialism and Employee Involvement
Path Coefficient
Materialism -> Employee Involvement
Materialism -> Self-Identity
Materialism -> Social Identity
Self-Identity -> Employee Involvement
Social Identity -> Employee Involvement
Materialism -> Self-Identity -> Employee Involvement
Materialism -> Social Identity -> Employee Involvement

Original
Sample
-2.080
0.274
-0.596
0.014
0.496

SD
0.107
0.142
0.101
0.089
0.117

T
Statistics
1.940
1.922
5.876
0.159
4.222

P Values
0.048*
0.055*
0.000***
0.874
0.000***

0.004
-0.295

0.027
0.080

0.144
3.672

0.886
0.000***

Note: *p ≤ 0.10; **p ≤ 0..05; ***p ≤ 0.01

Table 10 tested the mediating effects of pro-environmental self-identity and proenvironmental social identity on environmental concern and employee involvement. The results
showed that environmental concern predicts employee involvement and social identity. However,
there found no mediation effects. An interesting result shows that individuals with high
environmental concern are involved because of social identity and not self-identity.
Table 10
Mediation effect of Self-Identity and Social Identity on Environmental Concern and Employee
Involvement
Path Coefficient
Environmental Concern -> Employee Involvement
Environmental Concern -> Self-Identity
Environmental Concern -> Social Identity
Self-Identity -> Employee Involvement
Social Identity -> Employee Involvement
Environmental Concern -> Self-Identity -> Employee Involvement
Environmental Concern -> Social Identity -> Employee Involvement

Original
Sample
0.816
-0.192
0.741
0.020
0.015
-0.004
0.011

SD
0.084
0.148
0.045
0.064
0.103
0.017
0.077

T
Statistics
9.764
1.295
16.522
0.310
0.141
0.229
0.140

P Values
0.000***
0.196
0.000***
0.757
0.888
0.819
0.889

Note: *p ≤ 0.10; **p ≤ 0..05; ***p ≤ 0.01
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A robustness test is done on the whole model to show the interrelating effects of latent
variables in the model (table 11). Results showed that materialism persisted to effect employee
involvement and mediated by environmental concern. Materialism also persisted its effect on
social identity as mediated by environmental concern.
Table 11
Robustness test on the model
Path Coefficient
Environmental Concern -> Employee Involvement
Environmental Concern -> Self-Identity
Environmental Concern -> Social Identity
Materialism -> Employee Involvement
Materialism -> Environmental Concern
Materialism -> Self-Identity
Materialism -> Social Identity
Self-Identity -> Employee Involvement
Self-Identity -> Social Identity
Social Identity -> Employee Involvement
Materialism -> Environmental Concern -> Employee Involvement
Materialism -> Environmental Concern -> Social Identity
Note: *p ≤ 0.10; **p ≤ 0..05; ***p ≤ 0.01
Specific indirect paths that are not significant are not included.

Original
Sample
-0.785
0.593
-0.038
-0.063
-0.563
-0.261
0.224
0.004
-0.021
0.028
-0.442
-0.334

SD
0.091
0.100
0.194
0.080
0.076
0.115
0.182
0.112
0.097
0.062
0.081
0.059

T
Statistics
8.599
5.932
0.193
0.786
7.406
2.264
1.229
0.034
0.214
0.449
5.431
5.628

P Values
0.000***
0.675
0.000***
0.432
0.000***
0.153
0.024**
0.973
0.831
0.654
0.000***
0.000***

Materialism

Pro-Environmental Social
Identity

Employee Sustainability
Involvement

)

Environmental Concern

Figure 3. Final Model
Conclusion and Recommendations
This study concluded that materialism, environmental concern, pro-environmental social
identity are good predictors of employee sustainability involvement. One interesting results found
in this study was that the pro-environmental self-identity (PESI) scale can be broken down into
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two measures and that is that pro-environmental self-identity and pro-environment social identity.
These new measures are supported by the Self-Identity Theory and Social Identity Theory.
Another interesting result found out that sustainability initiatives and environmental programs of
an organization can be magnified by social identity and vice versa. Practically, this would mean
that organizations should promote their corporate social responsibility as a source of social
upliftment for the employees. For example, managers should promote the creation of social
identity among employees that they may identify themselves as a “pro-environments” when the
organization initiates an environmental project.
The researcher recommends that future researches should be conducted on different
industries to further explain the model. Also, future researches should consider looking at the
perspective of the model from the top management up to the lowest level of the organization to
provide light in the underlying processes of the employee volunteerism, engagement, and
involvement phenomenon.
References
Bakırtas, H., Buluş, G. C., & Bakırtaş, İ. (2014). The Effects of Materialism and Consumer Ethics
on Ecological Behavior: An Empirical Study. European Journal of Sustainable Development,
3(4), 125–134. https://doi.org/10.14207/ejsd.2014.v3n4p125
Belk, R. (1988). Third World Consumer Culture. In Marketing and Development: Towards
Broader Dimensions (pp. 103–127). Greenwich: JAI Press.
Buerke, A., Straatmann, T., Lin-Hi, N., & Müller, K. (2017). Consumer awareness and
sustainability-focused value orientation as motivating factors of responsible consumer
behavior. Review of Managerial Science, 11(4), 959–991. https://doi.org/10.1007/s11846016-0211-2
Comrey, A., & Lee, H. (2013). A First Course in Factor Analysis (2nd ed.). Psychology Press.
Dermody, J., Hanmer-Lloyd, S., Koenig-Lewis, N., & Zhao, A. L. (2015). Advancing sustainable
consumption in the UK and China: The mediating effect of pro- environmental self-identity.
Journal of Marketing Managemen, 31, 1472–1502.
Dunlap, R. E., & Jones, R. E. (2002). Environmental Concern: Conceptual and Measurement
Issues (pp. 482–524). Westport, London: Handbook of Environmental Sociology.
Durvasula, S., & Lysonski, S. (2010). Money, money, money - how do attitudes toward money
impact vanity and materialism? - The case of young Chinese consumers. Journal of Consumer
Marketing, 27(2), 169–179. https://doi.org/10.1108/07363761011027268
Ellen, P. S., Wiener, J. L., & Cobb-walgren, C. (1991). The Role of Percieved Consumer
Effecetiveness in Motivating Environmentally Consicious Behaviors. Journal of Public
Policy & Marketing, 10(2), 102–117.
Fournier, S., & Richins, M. (1991). Some Theoretical and Popular Notions Concerning
Materialism. Journal of Social Behavior and Personality.
Friedman, M. (1970). The Social Responsibility of Business Is to Increase Its Profits. Corporate
Ethics and Corporate Governance, 173–178. https://doi.org/10.1007/978-3-540-70818-6_14
Gatersleben, B., Murtagh, N., & Abrahamse, W. (2012). Values, identity and pro-environmental
behaviour.
Contemporary
Social
Science,
9(4),
374–392.
https://doi.org/10.1080/21582041.2012.682086
27 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Green-Demeirs, I., Pelletier, L. G., & Ménard, S. (1997). The impact of behavioural difficulty on
the saliency of the association between self-determined motivation and environmental
behaviours. Canadian Journal of Behavioural Science, 29(3), 157–166.
https://doi.org/10.1037/0008-400X.29.3.157
Hartmann, P., & Apaolaza-Ibáñez, V. (2012). Consumer attitude and purchase intention toward
green energy brands: The roles of psychological benefits and environmental concern. Journal
of Business Research, 65(9), 1254–1263. https://doi.org/10.1016/j.jbusres.2011.11.001
Henseler, J., Ringle, C. M., & Sarstedt, M. (2014). A new criterion for assessing discriminant
validity in variance-based structural equation modeling. Journal of the Academy of Marketing
Science, 43(1), 115–135. https://doi.org/10.1007/s11747-014-0403-8
Horowitz, M. (1998). Cognitive psychodynamics: From conflict to character. New York: Wiley.
Horowitz, M. (2012). Self-Identity Theory and Research Methods. Journal of Research Practice,
8(2), 14. Retrieved from http://jrp.icaap.org/index.php/jrp/article/view/296/261
Hurst, M., Dittmar, H., Bond, R., & Kasser, T. (2013). The relationship between materialistic
values and environmental attitudes and behaviors: A meta-analysis. Journal of Environmental
Psychology, 36(December), 257–269. https://doi.org/10.1016/j.jenvp.2013.09.003
Kaiser, F. G. (1998). A general measure of ecological behavior. Journal of Applied Social
Psychology, 28(5), 395–422. https://doi.org/10.1111/j.1559-1816.1998.tb01712.x
Kaiser, F. G., & Wilson, M. (2004). Goal-directed conservation behavior: The specific
composition of a general performance. Personality and Individual Differences, 36(7), 1531–
1544. https://doi.org/10.1016/j.paid.2003.06.003
Krausmann, F., Gingrich, S., Eisenmenger, N., Erb, K. H., Haberl, H., & Fischer-Kowalski, M.
(2009). Growth in global materials use, GDP and population during the 20th century.
Ecological Economics, 68(10), 2696–2705. https://doi.org/10.1016/j.ecolecon.2009.05.007
Lee, M. S. W., & Ahn, C. S. Y. (2016). Anti-consumption, Materialism, and Consumer Wellbeing. Journal of Consumer Affairs, 50(1), 18–47. https://doi.org/10.1111/joca.12089
Lipovčan, L. K., Prizmić-Larsen, Z., & Brkljačić, T. (2015). Materialism, affective states, and life
satisfaction: case of Croatia. SpringerPlus, 4(1), 1–9. https://doi.org/10.1186/s40064-0151494-5
Matsunaga, M. (2011). How to factor-analyze your data right: Do’s, don’ts, and how-to’s.
International
Journal
of
Psychological
Research,
3(1),
97–110.
https://doi.org/10.4090/juee.2008.v2n2.033040
Mirvis, P. (2012). Employee Engagement and CSR: Transactional, Relational, and Developmental
Approaches.
California
Management
Review,
54(4),
93–117.
https://doi.org/10.1525/cmr.2012.54.4.93
Mohr, L. A., Webb, D. J., & Harris, K. E. (2001). Do consumers expect companies to be socially
responsible? The impact of corporate social responsibility on buying behavior. Journal of
Consumer Affairs, 35(1), 45–72. https://doi.org/10.1111/j.1745-6606.2001.tb00102.x
Monecke, A., & Leisch, F. (2012). semPLS : Structural Equation Modeling Using Partial Least
Squares. Journal of Statistical Software, 48(3), 1–32. https://doi.org/10.1108/EBR-10-20130128
Orlitzky, M., Schmidt, F. L., & Rynes, S. L. (2003). Corporate social and financial performance:
A
meta-analysis.
Organization
Studies
(Vol.
24).
https://doi.org/10.1177/0170840603024003910

28 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Richins, M. L. (2014). The Material Values Scale : Measurement Properties and Development of
a Short Form. Journal of Consumer Research, 31(1), 209–219. Retrieved from
http://jcr.oxfordjournals.org/content/31/1/209.abstract
Richins, M. L., & Dawson, S. (1992). A Consumer Values Orientation for Materialism and Its
Measurement: Scale Development and Validation. Journal of Consumer Research, 19(3),
303. https://doi.org/10.1086/209304
Ringle, C. M., Wende, S., & Becker, J. M. (2015). SmartPLS 3. Boenningstedt: SmartPLS GmbH.
Retrieved from http://www.smartpls.com
Roberts, J. A. (1996). Green consumers in the 1990s: Profile and implications for advertising.
Journal of Business Research, 36(3), 217–231. https://doi.org/10.1016/0148-2963(95)001506
Smith, A. (1805). An Inquirty into the Nature and Causes of the Wealth of Nations, Vol. 1.
Glasgow: Chapman. First published 1776.
Sparks, P., & Shepherd, R. (1992). Self-identity and the theory of planned behavior: assessing the
role of identification with ‘green consumerism’’.’ American Sociological Association, 55(4),
388–399. https://doi.org/10.1590/S1415-65552000000200007
Tajfel, H. (1974). Social identity and intergroup behaviour. Social Science Information, 13(2), 65–
93. https://doi.org/10.1177/053901847401300204
van der Werff, E., Steg, L., & Keizer, K. (2014). Follow the signal: When past pro-environmental
actions signal who you are. Journal of Environmental Psychology, 40, 273–282.
https://doi.org/10.1016/j.jenvp.2014.07.004
Whitmarsh, L., & O’Neill, S. (2010). Green identity, green living? The role of pro-environmental
self-identity in determining consistency across diverse pro-environmental behaviours.
Journal
of
Environmental
Psychology,
30(3),
305–314.
https://doi.org/10.1016/j.jenvp.2010.01.003
Zhou, K., Ye, L., Geng, L., & Xu, Q. (2015). How Do Implicit Materialism and Postmaterialism
Affect Proenvironmental Behavior? Social Behavior and Personality: An International
Journal, 43(9), 1495–1505. https://doi.org/10.2224/sbp.2015.43.9.1495

29 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Internal Branding Practices and Organizational Citizenship
Behavior as Antecedents of Corporate Sustainability Performance:
An Empirical Test using a Large Food Processing Company in the
Philippines
Raymond D. Paderna
Miguel Carlos A. Mendoza
Luis Antonio B. Orosa
Jose Gabriel S. Recto
De La Salle University
raymond.paderna@dlsu.edu.ph

Abstract
Experts argue that a bottom-up approach is essential in championing a corporate
sustainability agenda since employees who truly believe in a cause are better ambassadors of
sustainability compared to those who are merely forced to comply. Similarly, employees who
demonstrate citizenship behaviors genuinely believe in the firm’s ethos and are thus better
equipped to help the company in its sustainability advocacies. To test these, the researchers polled
279 employees of a large food processing company in order to assess the mediating effect of
organizational citizenship behavior on the hypothesized internal branding - corporate sustainability
performance nexus. A company executive and a seasoned human resource management expert
were also invited to cross-validate the survey results through in-depth interviews. After
performing a mediation analysis, it was revealed that internal branding practices significantly
predicted organizational citizenship behavior and corporate sustainability performance. Results
also confirmed that internal branding practices can have either a direct or indirect effect on
corporate sustainability performance, an outcome which galvanized the mediating role of
organizational citizenship behavior. Since the insights of both interviewees also corroborated
survey results, a priori knowledge about the constructs was validated. The company was thus
recommended (a) to maintain the high quality of its internal branding practices, (b) to keep the
momentum which has so far successfully propelled their corporate sustainability initiatives, and
(c) to further intensify employee volunteerism.
Key Words: Internal branding; Organizational citizenship behavior; Corporate sustainability
performance

30 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Introduction
Since the Brundtland Report was released in 1987, the concept of sustainability has been
used by many organizations particularly in their efforts to redesign core business practices that
create positive as well as lasting impact across many areas of society and the planet (Dyllick and
Muff, 2015). The task of operationalizing a sustainability agenda through doable business
practices which address multiple bottom lines is not easy and companies need all the help they can
get in accomplishing the task. Could employees, then, be called upon to help perform this arduous
task? This initial query provided the impetus for the team to conduct an investigation where the
primary goal was to test whether the internal branding practices of a large food processing
company in the Philippines as well as the organizational citizenship behavior demonstrated by its
employees can be validated as antecedents of its corporate sustainability performance. Studies
that focus on the internal branding phenomenon prove that its intended outcome is to enhance
employee involvement in programs which their employers deem important. It is also a process of
ensuring that employees adopt the values embedded in the company’s products and services so
that they can help in delivering brand promises to the firm’s external stakeholders (Biedenbach &
Manzhynski, 2016). In order for employees to become natural “brand ambassadors” therefore,
their core values must be closely aligned with those espoused by the company through its brand.
Colloquially interpreted as “going above and beyond what is asked of an individual,” the
undervalued concept of organizational citizenship behavior meanwhile has developed since its
conception by Organ in 1988. Following seminal works by Smith, Organ, and Near (1983),
Graham (1991) and Podsakoff, Mackenzie, Moorman, and Fetter (1990), contemporary research
authored by Naqshbandi, Singh & Ma (2016) provided modern discussion on the dimensions of
organizational citizenship behavior. Literature also suggests that organizational citizenship
behavior is not only linked to innovation but such discretionary behaviors performed out of an
employee’s own volition can in fact inspire others to do the same and thus ultimately benefit the
company.
Specifically, the research questions which the team addressed for this study included the
following:
1. Does the organizational citizenship behavior of employees in a large food processing
company mediate the link between the firm’s internal branding practices and its corporate
sustainability performance?
2. What is the quality of internal branding practices performed in the firm?
3. To what extent is organizational citizenship behavior demonstrated by the firm’s
employees?
4. What is the quality of the firm’s corporate sustainability performance?
5. Is the firm’s corporate sustainability performance significantly influenced by its internal
branding practices?
6. Is the organizational citizenship behavior demonstrated by the firm’s employees affected
by its internal branding practices?
7. Is the firm’s corporate sustainability performance influenced by both its internal branding
practices and by the organizational citizenship behavior demonstrated by its employees?
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8. What specific recommendations can be offered in order for the company to (a) enhance its
internal branding practices, (b) continuously improve its corporate sustainability
performance, and (c) heighten organizational citizenship behavior demonstrated by their
employees?
Theoretical Framework
A number of studies provided the theoretical underpinning for this investigation. The first
is Biedenbach and Manzhynski (2016) who closely followed the previous work of Baumgarth and
Schmidt (2010). Both studies highlighted the need for employees to be aware of their employer’s
values, beliefs, and advocacies so that they can become willing partners in the propagation of such
values. However, Biedenbach and Manzhynski (2016) went further by revealing that effective
internal branding practices can potentially support the implementation of sustainability programs
within the company. Employees who are more aware, involved and committed to their corporate
brand have been observed to openly participate in championing their employer’s sustainability
programs. These findings appear to match the results of separate studies conducted by Kotler
(2011), as well as by Kumar and Christodoulopoulou (2014).
The next theoretical framework for this study was provided by Özçelik and Fındıklı (2014)
in their study entitled “The Relationship between Internal Branding and Organizational
Citizenship Behaviour: The Mediating Role of Person-Organization Fit.” Findings of their study
showed that there is a significant association between internal branding and organizational
citizenship behavior. It appears then that the more committed the employees were to the brand,
the more citizenship behaviors they demonstrated through their actions within the organization.
The study conducted by Chowdhury (2013) also fortified the theoretical underpinning for
this investigation. The author argues that a bottom-up approach is essential in successfully pushing
for a corporate sustainability agenda since employees who truly believe in a cause are better
ambassadors of sustainability than if they were merely being forced to comply. Employees who
demonstrate citizenship behaviors genuinely believe in the company’s ethos and are thus better
equipped to help the firm in its sustainability advocacies.
While the studies mentioned in this section provided the rationale for assigning
organizational citizenship behavior as a mediating variable to prove the internal branding sustainability performance nexus, a few more studies reinforced the theoretical foundation of this
research study. For instance, the investigation completed by Naqshbandi, Singh, and Ma (2016)
managed to capture every nuance of organizational citizenship behavior construct but it did so in
the Asian context. Following the seminal work of Organ (1988) and also by Podsakoff et al.
(1990), Dr. Naqshbandi and his team explored the impact of organizational citizenship behavior
on open innovation using the Malaysian high-tech sector as their research locale. But it was the
study’s method of measuring organizational citizenship behavior that caught the team’s attention
since it is a simplified version of the original framework proposed by Organ (1988) and it has been
adapted for use in an Asian context.
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Completing the theoretical framework of this investigation is the sustainability model
proposed by Brockett and Rezaee (2012). While both Biedenbach and Manzhynski (2016) as well
as Chowdhury (2013) used excellent models to assess sustainability performance in their
respective studies, the team behind this study believe that the assessment tools recommended by
Brockett and Rezaee (2012) to measure sustainability performance are clearer, more practical, and
highly adaptable for use in a variety of corporate settings. It is not surprising then that their book
entitled “Corporate Sustainability” won the 2013 Gold Award in the Business Ethics Category of
the Axiom Business Book Awards. Also, Rezaee and Homayoun (2016) reported that highly
reputable organizations involved in sustainability reporting like The Global Reporting Initiative,
The International Integrated Reporting Council, and the Sustainability Accounting Standards
Board have all endorsed the framework developed by Brockett and Rezaee (2012).
Rounding up the frameworks for this study is the operational model which shows the most
detailed representation of the variables under investigation including the measures to be used in
assessing the constructs. In deciding which measures to employ in assessing the variables, the
team considered (a) the research questions, (b) current literature regarding the constructs, and (c)
the prevailing conditions in the research locale where the primary investigation was conducted.
The 4 dimensions of internal branding initially proposed by Baumgarth and Schmidt (2010)
but further refined by Biedenbach and Manzhynski (2016) was used to assess the role of the
independent variable as predictors to both mediating and dependent variables. The role of
organizational citizenship behavior as mediating variable was determined using the seminal
contribution of Organ (1988) but further updated by Podsakoff and Philip (1990) and thereafter
refined by Naqshbandi, Singh, and Ma (2016). Finally, sustainability performance as the study’s
dependent variable was measured using the 5 dimensions of corporate sustainability performance
developed by Brockett and Rezaee (2012) and adapted for use in the Philippine setting by then
student researchers Bueno, Lima, Medina, and Ricohermoso (2016).
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Figure 1. Operational model to measure the contribution of Organizational Citizenship Behavior
as mediator to the hypothesized link between Internal Branding and Corporate Sustainability
Performance
Hypotheses of the Study
For this investigation, the researchers tested four (4) pairs of hypothesis statements which
are largely grounded on the results of empirical studies completed by the following scholars: (a)
Biedenbach and Manzhynski (2016) who revealed that effective internal branding practices can
potentially support the implementation of sustainability programs within the company, (b) Özçelik
and Fındıklı (2014) who suggested that there is a significant association between internal branding
and organizational citizenship behavior, and (c) Chowdhury (2013) who argues that a bottom-up
approach is essential in successfully pushing for a corporate sustainability agenda since employees
who truly believe in a cause are better ambassadors of sustainability than if they were merely being
forced to comply.
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H1 :
H2 :
H3 :
H4:

The firm’s internal branding practices significantly influence its corporate sustainability
performance.
The company’s internal branding practices significantly influence its employee’s
organizational citizenship behavior.
Internal branding practices and organizational citizenship behavior significantly influence
the corporate sustainability performance of the firm.
Organizational citizenship behavior mediates the link between the firm’s internal branding
practices and its corporate sustainability performance

Methodology
Methods of Data Collection
A sample of 316 employees were the primary respondents for this study and each were
given an instrument containing 44 items divided into 3 sections. 18 items are listed in Section 1
of the survey instrument and they were clustered around the 4 dimensions to measure the
independent variable internal branding. All items and dimensions in this section were adapted
from a study completed by Biedenbach and Manzhynski (2016) who closely followed the work of
Baumgarth and Schmidt (2010). A 5-point Likert scale was provided so that survey respondents
can choose the extent to which they either agree or disagree with the items. Finally, Biedenbach
and Manzhynski (2016) reported a Cronbach’s alpha reliability coefficient of 0.85, 0.86, 0.88, and
0.88 for items under the dimensions of internal brand commitment, brand orientation, internal
brand knowledge, and internal brand involvement respectively.
Meanwhile, items under Section 2 of the self-administered questionnaire measure the
study’s mediating variable organizational citizenship behavior. The dimensions of altruism,
sportsmanship, and conscientiousness are classic measures of organizational citizenship behavior
and they have been adapted by the team from the seminal work of Organ (1988). Further studies
conducted years later by other researchers yielded a more concise framework for measuring this
construct; the scholarly contributions of Podsakoff et al. (1990) followed by Naqshbandi, Singh,
and Ma (2016) were eventually adapted by the researchers for this section of the instrument. A 5point Likert scale was also provided so that respondents can indicate the level of their agreement
or disagreement to the items listed. Moreover, the items to measure this construct appear to be
reliable since the composite reliability was pegged at 0.846 for those under the altruism dimension,
0.910 for those clustered around sportsmanship, and 0.855 for items under the conscientiousness
dimension.
Finally, Section 3 of the survey instrument contains items measuring the 5 dimensions of
corporate sustainability performance developed by Brockett and Rezaee (2012) and adapted for
use in the Philippine setting by researchers Bueno, Lima, Medina, and Ricohermoso (2016). A
5-point Likert scale is again provided to give the survey respondents an opportunity to express
their agreement or disagreement to the 15 items appraising the corporate sustainability
performance of the company. A reliability test was conducted by Bueno, Lima, Medina, and
Ricohermoso (2016) from whom the researchers adapted the survey items and the aggregated
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Cronbach’s alpha for

all

items

across the 5 sustainability

dimensions

in

0.86.

To obtain qualitative data, interview guides were also developed by the team in recognition
of protocol required by the sequential explanatory mixed method research design. The probing
questions eventually served as a way of validating the survey results through the insights shared
by 2 expert respondents.
Reliability of Primary Research Instrument
In addition to the reliability coefficients provided by the authors who developed the items
used in this study’s survey instrument, the team also pretested the questionnaire using the
employees of a medium-sized accounting firm based in Metro Manila. The site for the pretest is
a known provider of excellent accounting services to various businesses throughout the Philippines
since 2008. The pretest generated a Cronbach’s alpha of 0.96 for items measuring the internal
branding practices construct, 0.81 for those assessing organizational citizenship behavior, and 0.93
for items appraising sustainability performance. The overall reliability coefficient when all items
are combined was reported to be 0.96.
Discussion of Results
Results of Descriptive Statistics
Out of 316 questionnaires deployed, 279 employees returned forms which were deemed
useable for the study. This number represents a response rate of 88% which is considerably higher
than the expected norm of 55.6% for internal respondents according to Baruch (1999) and 52.7%
suggested years later by Baruch and Holtom (2008).
After performing descriptive statistics, it was revealed that (a) the overall quality of internal
branding practices is excellent (x̅ = 4.38), (b) organizational citizenship behavior is manifested to
a great extent (x̅ = 4.27), and (c) the overall quality of corporate sustainability performance is
likewise excellent (x̅ = 4.31).
The company executive invited to comment on the results was largely unsurprised at these
outcomes, citing the company’s steadfast efforts to integrate internal branding practices in
everything they do. Furthermore, he validated the results pertaining to organizational citizenship
behavior with observable instances which prove that the spirit of volunteerism is alive and well in
the company. He was also unsurprised at the perceived excellence of their sustainability
performance, alluding to management’s serious efforts in converting the company into a truly
sustainable food processing conglomerate.
Meanwhile, the seasoned HR expert who was also invited to corroborate the survey
findings was unfazed by the findings. She believes that large business establishments such as the
one used for this study take internal branding seriously since employees are known to be excellent
conduits for conveying the brand’s value and corporate ethos.. Furthermore, she believes that the
citizenship behavior manifested by the respondents can be attributed to the sizeable investments
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made by large companies in keeping their employees motivated which subsequently drives them
to do more than what is expected. She also believes that the desire for international certification
and global accreditation typically drives large companies to convert traditional business practices
into more sustainable ones.
Results of Inferential Statistics
Following the mediation model developed by Baron and Kenny (1986) and refined by
Kenny (2018), the following outcomes were generated:
● Internal branding practices
performance (p < 0.001).

significantly

influenced

corporate

sustainability

Table 1
Summary of simple regression results with corporate sustainability performance as
outcome variable
Model
B
Multiple R
p
Adjusted R2
Constant
1.339
< 0.001
Internal Branding
Practices
0.677
0.681
< 0.001
0.462
After performing a causal test using internal branding practices as the lone predictor of
sustainability performance, a significant regression equation was revealed (p < 0.001).
Additionally, the regression output shown in Table 1 indicates that a sizeable 46.2% of variances
in sustainability performance can be explained by the overall quality of internal branding practices.
The remaining drivers of sustainability which are unaccounted for by internal branding practices
may be waste reduction, innovation, and value-creation (Dyllick & Muff, 2015) as well as a
company’s genuine mindfulness for the environment, community, society, and the economy
(Brockett and Rezaee, 2012).
This significant positive association confirms the study of Biedenbach and Manzhynski
(2016) who closely followed the previous work of Baumgarth and Schmidt (2010). Both studies
highlighted the need for employees to be aware of their employer’s values, beliefs, and advocacies
so that they can become willing partners in the propagation of such values. However, Biedenbach
and Manzhynski (2016) went further by revealing that effective internal branding practices can
potentially support the implementation of sustainability programs within the company. Employees
who are more aware, involved and committed to their corporate brand have been observed to
openly participate in championing their employer’s sustainability programs. These findings
appear to match the results of separate studies conducted by Kotler (2011), as well as by Kumar
and Christodoulopoulou (2014).
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● Internal branding practices significantly influenced organizational citizenship behavior
(p < 0.001).
Table 2
Summary of simple regression results with organizational citizenship behavior
as outcome variable
Model
B
Multiple R
p
Adjusted R2
Constant
2.626
< 0.001
Internal Branding
Practices
0.374
0.465
< 0.001
0.214
When a causal test using internal branding practices as the lone predictor of organizational
citizenship behavior was performed, another significant regression equation was obtained (p <
0.001). Additionally, the regression output shown in Table 2 indicates that 21.4% of variances in
organizational citizenship behavior can be explained by the company’s overall quality of internal
branding practices. This significant positive association confirms the results of Özçelik and
Fındıklı’s (2014) study which revealed that employees who were more committed to their
company’s brand were also more likely to go above and beyond what they were expected to do for
the firm and towards their co-workers. .
● Both internal branding practices (p < 0.001) and organizational citizenship behavior (p
< 0.001) significantly influenced sustainability performance. Since both remained as
significant predictors of sustainability performance, partial mediation is supported in the
hypothesized tripartite association between the constructs.
Table 3
Summary of multiple linear regression results with corporate sustainability
performance as outcome variable
B
p
Model
Multiple R Adjusted R2
Regression Equation
< 0.001
0.704
0.492
Intercept
0.689
< 0.01
Internal Branding Practices
0.584
< 0.001
Organizational Citizenship
Behavior
0.247
< 0.001
After performing a causal test using internal branding practices and organizational
citizenship behavior as predictors of sustainability performance, another significant regression
equation emerged (p < 0.001). Moreover, the regression output shown in Table 3 indicates that
nearly half of variances in sustainability performance can be explained by the firm’s overall quality
of internal branding practices as well as the organizational citizenship behavior demonstrated by
the employees.
Both interviewees validated the results of the causal analysis. The company executive cited
his actual company experience and the HR expert mentioned her long industry practice as anchors
for their insights. Both believe that an employee’s support for a brand obtained through well38 | P a g e
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designed branding efforts complements the voluntary behaviors they demonstrate in amplifying
the sustainability performance of an organization.
Hypothesis Testing
The table below summarizes the decisions that have been reached by the researchers after
subjecting the survey results to the appropriate statistical analysis:
Table 4
Summary of Hypothesis Testing
HYPOTHESIS

p-VALUE

DECISION

H1 :
The company’s internal
branding practices significantly
influence
its
sustainability
performance.

p < 0.001

Accept hypothesis

H2 :
The company’s internal
branding practices significantly
influences
its
employee’s
organizational citizenship behavior.

p < 0.001

Accept hypothesis

Ho3: Internal branding practices and
organizational citizenship behavior
significantly
influence
the
sustainability performance of the
firm.

p < 0.001

Accept hypothesis

Ho4: Organizational citizenship
behavior mediates the link between
internal branding practices and
sustainability performance of the
firm.

p < 0.001

Accept hypothesis

Results of the group’s hypothesis testing are all consistent with the findings of (a)
Biedenbach and Manzhynski (2016) who revealed that effective internal branding practices can
potentially support the implementation of sustainability programs within the company, (b) Özçelik
and Fındıklı (2014) who suggested that there is a significant association between internal branding
and organizational citizenship behavior, and (c) Chowdhury (2013) who argues that a bottom-up
approach is essential in successfully pushing for a corporate sustainability agenda since employees
who truly believe in a cause are better ambassadors of sustainability than if they were merely being
forced to comply.
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The test for mediation generated an outcome which appears to have no precedent in current
literature. No empirical basis to justify this outcome was found by the team so it may be appropriate
to state that finding a direct path for internal branding practices towards sustainability and an
indirect path through organizational citizenship behavior may be the study’s main contribution to
the literature.
Conclusions & Recommendations
After thoroughly analyzing observed data, the following conclusions are drawn in light of
the research questions stated:
● Organizational citizenship behavior partially mediates the association between internal
branding practices and corporate sustainability performance since both remain as significant
predictors of sustainability performance (p < 0.001). To the knowledge of the team, there are
no prior studies which can corroborate these findings since the 3 variables have not been
combined in a published investigation to date. At most, mediation was supported in the
observed data following the protocol required by Baron and Kenny (1986).
● Using an improvised scoring index, the quality of internal branding practices done in the
company was assessed as excellent by the survey participants (x̅ = 4.38). Such high level of
awareness by the employees towards the firm’s values, beliefs, and advocacies is an important
step in casting employees as “brand ambassadors” who propagate the same company values
even as private citizens (Biedenbach and Manzhynski, 2016; Baumgarth and Schmidt, 2010).
● Organizational citizenship behavior is manifested to a great extent by the employees (x̅ =
4.27). This outcome is expected to advance the well-being of the employees and the
organization as a whole (Naqshbandi, Singh, & Ma, 2016).
● Corporate sustainability performance was rated excellent by those who were polled for this
study (x̅ = 4.31). Based on this outcome, most key performance indicators across the 5
dimensions of sustainability proposed by Brockett & Rezaee (2012) are evident in the firm’s
operations.
● There is a strong positive (R = 0.4646) and significant (p < 0.001) relationship between the
corporate sustainability performance and internal branding practices. Moreover, the survey
results show that the effect of internal branding on sustainability performance is highly
significant (p < 0.001) and sizeable (AdjR2 = 0.4626).
● Finally, there is a positive (R = 0.4658) and significant (p < 0.001) relationship between the
firm’s internal branding practices and the demonstration of organizational citizenship
behavior by the firm’s employees. Also, the results of the survey show that the influence of
internal branding practices on organizational citizenship behavior is highly significant (p <
0.001) but tempered (AdjR2= 0.2141).
Key Recommendations
The company was found to excel in almost all areas of the study. The emerging challenge
as they move forward is to retain their clarity of purpose and innate strength so that the highest
standards of sustainability can continuously be upheld either through excellent internal branding
practices, or steadfast employee citizenship, or via other sustainability drivers not covered by this
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study. The implementation of these strategies can be done by devising practical and doable ways
of integrating sustainability across all the functional areas of the business. Doing this will give all
organizational members the chance to contribute towards the attainment of sustainability-related
goals.
The company’s internal branding practices were designed for the purpose of enhancing the
level of appreciation employees have over the company’s brand value. If this attempt by the firm
is successful, then its employees are expected to become willing brand ambassadors who
vigorously promote the company and its products to their social networks. The employees are thus
encouraged to be more receptive to the significant efforts made by the firm in obtaining their
commitment and sharing their values so that both can work towards a common goal. Volunteering
their expertise and insider knowledge on how to best communicate the firm’s brand to all of its
stakeholders customizes the internal branding platform and makes the campaign more appropriate
for its targeted recipients. Moreover, broadening the extent and reach of the firm’s internal
branding practices can further intensify the brand ownership and loyalty which employees can
develop over time. Involving the employees in the corporate branding process by asking what the
company brand means to them will allow employees to develop a deeper sense of ownership for
the brand; the next creative branding idea can in fact come from the employees themselves.
Communicating brand initiatives and encouraging employees to talk about their value as well as
their best features also creates a brand identity that feels more authentic. It is likewise important
to ensure that the values of present and future employees are aligned with the company’s so that
everyone is driven by a common aspiration. Lastly, employees can be given more opportunities
to volunteer and perform random acts of charity or kindness towards others so that their propensity
to demonstrate organizational citizenship behaviors can be effectively utilized.
Research Limitations
Results from the survey and interviews conducted are deemed self-reported and are thus a
reflection of the respondents’ opinions regarding the constructs investigated. For the survey, there
is no guarantee that the answers of employees who are hired after the data collection period will
be identical or even similar to answers given by those who actually participated in the survey. In
cross-validating the survey results, other experts may offer contrasting opinions compared to those
obtained by the team from their chosen respondents. Finally, the outcome of similar studies
conducted may differ from those generated by this investigation due mainly to differences in
methodology.
References
Baron, R. M., & Kenny, D. A. (1986). The moderator-mediator variable distinction in social
psychological research: Conceptual, strategic and statistical considerations. Journal of
Personality and Social Psychology (51) 1173-1182.
Baruch, Y. (1999). Response Rate in Academic Studies-A Comparative Analysis. Human
Relations.
Vol 52, Issue 4, pp. 421 - 438. First Published April 1, 1999.
https://doi.org/10.1177/001872679905200401.

41 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Baruch, Y. & Holtom, B. Survey response rate levels and trends in organizational research. Human
Relations. Vol 61, Issue 8, pp. 1139 - 1160. First Published August 1, 2008
https://doi.org/10.1177/0018726708094863.
Baumgarth, C. and Schmidt, M. (2010), “How strong is the business-to-business brand in the
workforce? An empirically-tested model of ‘internal brand equity’ in a business-to-business
setting”, Industrial Marketing Management, 39(8), 1250-1260.
Biedenbach, G. and Manzhynski, S. (2016) "Internal branding and sustainability: investigating
perceptions of employees", Journal of Product & Brand Management, 25 (3) 296-306,
https://doi.org/10.1108/JPBM-06-2015-0913.
Brockett, A. & Rezaee, Z. (2012). Corporate Sustainability. Hoboken, New Jersey: John Wiley &
Sons, Inc.
Bueno, S.M., Lima, M., Medina, W., & Ricohermoso, V.M. (2016). Moderating the Influence of
Responsible Innovation on True Sustainability Through Organizational Creativity: The Case
of Greenstone Packaging Corporation. (Unpublished undergraduate thesis). De La Salle
University. Manila, Philippines.
Chowdhury, D.D. (2013). Organizational Citizenship Behavior Towards Sustainability.
International Journal of Management, Economics and Social Sciences 2(1) 28-53. ISSN
2304 – 1366.
Dyllick, T., & Muff, K. (2015). Clarifying the Meaning of Sustainable Business. Organization &
Environment, 29(2), 156-174. doi:10.1177/1086026615575176.
Graham, J. (1991). An essay on organizational citizenship behavior. Employee Responsibilities
and Rights Journal, 4(4), 249-270. doi:10.1007/BF01385031
Kotler, P. (2011), “Reinventing marketing to manage the environmental imperative”, Journal of
Marketing, 75 (4) 132-135.
Kumar, V. and Christodoulopoulou, A. (2014), “Sustainability and branding: an integrated
perspective”, Industrial Marketing Management, 43 (1) 6-15.
Naqshbandi, M. M., Singh, S. K., & Ma, P. (2016). The Link Between Organizational Citizenship
Behaviours and Open Innovation: A Case of Malaysian High-Tech Sector. IIMB
Management Review, 28(4), 183. doi:10.1016/j.iimb.2016.10.007
Organ, D. W. (1988). Organizational citizenship behavior: The good soldier syndrome. Lexington,
MA: Lexington Books.
Özçelik, G. and Fındıklı, M.A. (2014). The Relationship between Internal Branding and
Organizational Citizenship Behaviour: The Mediating Role of Person-Organization Fit.
Procedia - Social and Behavioral Sciences 150 (2014 ) 1120 – 1128. doi:
10.1016/j.sbspro.2014.09.127
Podsakoff, P., Mackenzie, S., Moorman, R., and Fetter, R. (1990). Transformational leader
behaviors and their effects on followers’ trust in leader, satisfaction, and organizational
citizenship behaviors. The Leadership Quarterly, 1(2), 107–142.
Rezaee, Z. and Homayoun, S. (1-4 June 2016) Integration of Sustainability Performance Reporting
and XBRL. Presentation at the XBRL Week in Frankfurt, Germany.
Smith, C.A., Organ, D.W., & Near, J.P. (1983). Organizational Citizenship Behavior: Its Nature
and Antecedents. Journal of Applied Psychology, 68, 652-663. Retrieved from
http://130.18.86.27/faculty/warkentin/SecurityPapers/Merrill/SmithOrganNear1983_JAP_
OCB.pdf.

42 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Love and Other Values: Reflections on Corporate Social
Responsibility And Business Education
Pia T. Manalastas
De La Salle University
pia.manalastas@dlsu.edu.ph

Abstract
The journals of MBA students taking up a course on Corporate Social Responsibility were
analyzed using thematic content analysis. The study sought to determine if an important life
activity, i.e., taking up the course and undergoing service learning, will result in increased
awareness of universalism values, including understanding, appreciation, tolerance and protection
for the welfare of all people and for nature (broadminded, wisdom, social justice, equality, a world
at peace, a world of beauty, unity with nature, protecting the environment). The analysis revealed
the student’s greater awareness and sensitivity for four of the eight Universalism-related values.
These four values included equality, social justice, (being) broadminded, and protecting the
environment. Thus, this study proves that service learning is a powerful teaching pedagogy and
its reflection component is evidence of personal transformation. Consequently, service learning
in the CSR course should be maintained, or even instituted across several courses.
Key Words: Corporate Social Responsibility, Values Education, Service Learning, Thematic
Content Analysis

Introduction
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.
Schwartz’s values construct therefore is defined as “desirable, trans-situational goals,
varying in importance, that serve as guiding principles in people’s lives” (Schwartz, 2006, p. 5).
The 10 motivationally distinct core values are Power, Achievement, Hedonism, Stimulation, Selfdirection, Universalism, Benevolence, Tradition, Conformity, and Security with their operational
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definitions found in Table 1. These are basic values, or distinct content categories, that include all
the core values recognized in cultures around the world.
Table 1
Definitions of motivational types of values in terms of their goals and the single values that
represent them. (Schwartz and Bardi, 2001)
Values
Power
Achievement
Hedonism
Stimulation
Self-direction
Universalism

Benevolence
Tradition

Conformity

Security

Goals
Social status and prestige, control or dominance over people and resources
(social power, authority, wealth, preserving my public image)
Personal success through demonstrating competence according to social
standards (successful, capable, ambitious, influential)
Pleasure and sensuous gratification for oneself (pleasure, enjoying life,
self-indulgence)
Excitement, novelty and challenge in life (daring, a varied life, an exciting
life)
Independent thought and action-choosing, creating, exploring (creativity,
freedom, independent, curious, choosing own goals)
Understanding, appreciation, tolerance and protection for the welfare of all
people and for nature (broadminded, wisdom, social justice, equality, a
world at peace, a world of beauty, unity with nature, protecting the
environment)
Preservation and enhancement of the welfare of people with whom one is
in frequent personal contact (helpful, honest, forgiving, loyal, responsible)
Respect, commitment and acceptance of the customs and ideas that
traditional culture or religion provides the self (humble, accepting my
portion in life, devout, respect for tradition, moderate)
Restraint of actions, inclinations and impulses likely to upset or harm
others and violate social expectations or norms (politeness, obedient, selfdiscipline, honoring parents and elders).
Safety, harmony and stability of society, of relationships and of self (family
security, national security, social order, clean, reciprocation of favors)

Framework
In addressing the need for MBA students to be aware of the demands of society, a course that
introduced the concepts of Corporate Social Responsibility (CSR) was included in the program.
The underlying values framework, as recommended by Fr. Vitaliano Gorospe (1988), has its basis
on the key theme of Catholic Social Teachings, and highlights respect for human dignity as the
overarching value. The focus on human dignity is based on the unique value of man because he
was created in the image and likeness of God. Reinforcing this primary value are other values
such as love and faith, truth, integrity, hard work, and social justice. Gorospe believed that the
country’s educational system should be revised to ensure that these values are inculcated in the
youth to create persons who embrace universal values.
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Figure 1. Values Framework (Gorospe, 1988)
This study seeks to discover if the values of students, after experiencing service learning in
their CSR class, will change. Previous studies, including Schwartz (1992) have found that
significant life events, such as transition from one life stage to the other, traumatic experiences, or
major accomplishments can considerably alter the individual’s value hierarchy. It is hypothesized
that attending the CSR course, with Service Learning, will result in changes in the students’ value
hierarchy, including greater awareness and appreciation for universalism values.
Methodology
Data Source
The service learning (SL) journals of 52 MBA students who took the CSR course was used
for Thematic Content Analysis. Journal writing has been recognized as a method designed to
enhance reflection (Tryssenaar,1995) and facilitate critical thought (Hahnemann,1986). It is
through this critical reflection process that changes occur (Sockman & Sharma, 2008).
The SL journals provided the students the opportunity to be critically reflective and
therefore, challenge their previously acquired values, attitudes, and beliefs. This reflection
element is an integral part of the Service Learning component of the CSR course. In the CSR
syllabi, the role and importance of the journal was defined and described in the following manner:
“A journal is one of the most common reflective components in service-learning
experiences. In order for students to gain as much as possible from their service,
the journal should be used to connect the service experience to class work. Guided
by the Principles of Lasallian Social Development, students will describe what they
have been doing for their service, not just as a way to summarize their experience,
but to illustrate concepts from research, articles, and texts read for class. In addition,
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students can use their journal to reflect on the efficacy/goals/outcomes of servicelearning as pedagogy. The journal, therefore, is a way for students to demonstrate
what they are learning from their service. The service-learning journal is a form of
academic writing and as such should integrate relevant course readings.”
The journal required for the CSR course is not merely a diary to record one’s summary of
the SL experience, but has an academic element requiring students to connect their Service
Learning experience with what they learned in class, including relevant frameworks and concepts
taken from research, articles, and cases presented in class.
Moreover, students are also expected to reflect on the goals and outcomes of the SL as
pedagogy. Thus, the instructional, academic, and pedagogic elements of SL are promoted by
reflection. Self-reflection as the way learning is reinforced and mirrored upon the doer of the
action while working with others for the common good (Van Manen as cited in Sockman &
Sharma, 2008).
Thematic Content Analysis
To analyze the student’s reflections, thematic content analysis (TCA) is used. It is a
descriptive presentation of qualitative data (Anderson, 1998). TCA is a tool used in assessments
at a distance and differs from such alternatives as interpretations based on computer-based counts
of words or phrases or on biographical information (Hermann, Preston, Korany, & Shaw, 2001).
TCA uses qualitative material in the analysis of themes (not merely specific words or
phrases). The researcher groups and distills from the texts a list of common themes in order to
give expression to the communality of voices across participants. Every attempt reasonable is
made to employ names for themes from the actual words of participants and to group themes in
manner that directly reflects the texts as a whole.
In the TCA version of values scoring, the frequency of words related to each value
appearing in the text is considered to be an indicator of how important that value is in the subject’s
hierarchy.
Among the advantages of using TCA are a high. degree of ecological validity and a low
degree of confounding variables such as subject expectancy; the ability to measure a wide variety
of cognitive, emotional, personality, and behavioral variables; scoring manuals and clear criteria
for training scorers, allowing for evaluation of inter-scorer reliability; and finally, quantified
results that can be assessed through standard descriptive and inferential statistics (Brcic & DellaRossa, 2012).
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Table 2
Examples of Scoring for Universal Values
Value Marker
Passage
Equal
I also believe that these children are really denied not only
opportunity for the basic necessities of life but also the opportunity to
all
become kids.
Social Justice

“It breaks my heart that there are children who are being
deprived of education and are not given a fair chance in life
just because they don’t have the money to buy school
supplies. It’s difficult to be poor in this country, it’s
difficult to get out of poverty, and it’s even made
impossible without education.”

Broadminded

Honestly, I was skeptic and scared at first. But then I felt
sorry stereotyping them. These people in Cainta Jail are
very warm, friendly and courteous.
Protecting the We have taught them valuable lessons about how to take
environment
care of mother earth”.
Research Findings
Concentrating on Universal values, the analysis showed that only four of the eight
Universalism-related values were observed in the SL reflections of 52 MBA students. These four
values included equality, social justice, (being) broadminded, and protecting the environment.
However, students did not mention the other universalism values, i.e., unity with nature, wisdom,
a world of beauty, and a world of peace.
Equality was the value most reflected in the SL reflections of students, which obtained a
percentage of 46. 51%. After equality, social justice was the second, which received a percentage
of 27.91 %, which is roughly a little over a fourth of the respondents that articulated on
Universalism-related values.
The third value was being broadminded which attained a percentage of 16.27%, and is still
notably in double digits. The last value, protecting the environment which only received a small
percentage, 9.30% of respondents.
In relation to the value, equality, three notable observations which several students
mentioned involved the following perceptions: First, that education as a key opportunity that the
poor and marginalized lack. In other words, education is one critical opportunity that the indigent,
the poor, and the marginalized do not enjoy. Second is the concept of human rights and third is
the realization of contrasts between the poor and the more affluent.
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This heightened awareness of students of these issues was supported by Astin et. al (2000)
whose group studied the effects of service learning on students. Their qualitative findings suggest
that service learning is effective in part because it facilitates four types of outcomes in students: 1)
an increased sense of personal efficacy, 2) an increased awareness of the world, 3) an increased
awareness of one’s personal values, and 4) increased engagement in the classroom experience.
With regard to the value, social justice, more often than not, many reflections articulate the
two values of equality and social justice together where the latter is defined as, “correcting injustice
and care for the weak.” This association of equality and social justice seems natural for students
who have done their SL with poor and or marginalized children since such children are perceived
as vulnerable, and therefore needing some form of assistance.
Students identified that education or its lack was a crucial human right that all children
should enjoy. If children are not given proper education, many students consider them vulnerable
and their condition, unfair. In fact, some students mentioned article 26 of the Universal
Declaration of Human Rights which focuses on every person’s right to education.
Notably, one student cited DLSU’s advocacy for the poor which was part of the material
presented in class, and thus, the SL also allowed students to recall important concepts and ideas.
One very positive observation is the perception of wanting to do something about the
situation of the underprivileged, whether this is through the student’s personal action, an advocacy,
education, or a foundation, and other people, the students articulated this feeling well.
This feeling of wanting to help is supported by literature, specifically, Cordano et. al (2010)
cited the values-beliefs-norms (VBN) theory asserts that pro-social behavior, or behavior that tries
to help others is stimulated by activating norms of helping. Moreover, these norms are affected
by three factors: 1) personal values; 2) beliefs that these values are under threat; and 3) beliefs that
the individual can take action to reduce the threat and restore those values. Thus, one of the
possible explanations why students felt the need to do something, regardless of who implements
the helping, is because of their personal values, which includes pro-social behavior.
On the value of being broadminded, it is no secret that most if not all of the school’s MBA
students belong to the middle to upper class in terms of socio-economic status. As a result, most
of their interactions will most likely deal with the people who belong to the same socio-economic
status. One of the opportunities that the service learning sessions provided them is the chance to
deal with, interact, and mingle with people, including children who come from the lower classes
in terms of socio-economic status. As a result, several students realized that they had employed
several stereotypes of people from the lower classes. The MBA students too became aware of
these stereotypes they use once they actually met with people who come from a background
different from theirs.
Meyers (2009) supports SL’s potential to remove stereotypes when he said that since SL
allows students to spend extended periods of time with others that have backgrounds different from
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their own. Meyers (2009) explained how this removal of stereotypes and biases happen when he
said the following:
“Serving at community-based organizations that address the needs of people who
have been marginalized because of their race, social class, sexual orientation, or
physical ability allow students to gain first-hand experiences so that they can shed
their preconceived stereotypes.” (p. 374).
Meyers’ (2009) assertion is supported by social psychologists. Sigelman & Welch (1993)
stated that prolonged contact with members of different groups promotes greater understanding
and acceptance. These attitude changes in students extend beyond a perception about a particular
individual but that the removal of prejudice and stereotyping extend to include the student’s beliefs
about entire racial or ethnic groups and attitudes (Pettigrew, 1997) as cited by Meyers (2009).
Finally, on the value, protecting the environment, as the CSR course also dealt with
sustainable development, one particular group seemed mindful of the need for sustainability,
protecting, and preserving the environment. Thus, they designed their SL around this concept when
they interacted with a group of children from a half way house. Given the recent bouts of strong
typhoons, earthquakes and other natural disasters, it seems natural that these MBA students would
mention and be more emphatic about protecting the environment.
It is possible that the teaching of sustainable business concepts, which is a component in
this CSR course also helped and promoted students’ awareness of environmental issues. In fact,
Cordano et. al (2010) asserted that teaching environmental topics sensitized students to
environmental issues. Moreover, these students who were exposed to environmental topics
expressed stronger environmental concern and intention to engage in pro-environmental behavior.
In fact, merely exposing students to environmental information already increased their
environmental concern (Cordano et al, 2010).
Conclusions
Service learning has many benefits, not the least of which is the promotion of universalismrelated values like equality, social justice, protecting the environment, and (being) broadminded
as reflected in the content analyzed service learning (SL) reflections of MBA students who took
up a course on Corporate Social Responsibility with an SL component.
Most notable among the values mentioned were those relating more to humans, namely
equality, social justice, and (being) broadminded, all of which accounted for majority of scored
responses. Only one value, protecting the environment dealt with a non-human-related subject.
Third, SL also promoted the recall of important concepts and values like love and service
to others and respect and awareness for human rights. SL also encouraged insights, like the critical
need for education as a means to move out of poverty and the appreciation of what one has when
compared to those who are poor, marginalized, and vulnerable.
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Fourth, students also appreciated and felt the need to do something for the plight of the SL
partners like children in halfway houses and orphanages and the inmates that they interacted with.
Fifth, another benefit includes the removal of stereotypes, especially for people whose
backgrounds are very different from those of the MBA student respondents, most of whom belong
to the middle to upper socio-economic strata.
Finally, SL can also strengthen a pro-environment perspective and behavior, especially if
the course material includes environmental information.
Thus, it seems apparent that using SL has many benefits, both as a teaching and learning
methodology, and even for personal transformation. Consequently, having the SL in the CSR
course should be maintained, or even instituted across several courses. Moreover, additional and
more expansive researches on this topic would also be beneficial to teachers, students, school
administrators, and even society as a whole.
References
Anderson, R. (1998). Intuitive inquiry: A transpersonal approach. In W. Braud & R. Anderson,
Transpersonal research methods for the social sciences: Honoring human experience (pp.
69-94). Thousand Oaks, CA: Sage Publications.
Astin, A., Vogelgesang, L., Ikeda, E., Yee, J. (2000). How service learning affects students. Higher
Education
Research
Institute.
Retrieved
January
21,
2013
from
http://heri.ucla.edu/pdfs/hslas/hslas.pdf
Brcic, J. & Della-Rossa, I. (2012). Universal values of Canadian astronauts. Acta Astronautica,
80, 46-51.
Cordano, M., Welcomer, S., Scherer, R., Pradenas, L. & Parada, V. (2010). Understanding cultural
differences in the antecedents of pro-environmental behavior: A comparative analysis of
business students in the United States and Chile. The Journal of Environmental Education,
41(4), 224-228.
Gorospe, V. (1988). Filipino Values Revisited. Manila: National Book Store, Inc.
Hahnemann, B. K. (1986). Journal writing: a key to promoting critical thinking in nursing
students. Journal of Nursing Education, 25: 213–215.
Hermann, M., Preston, T., Korany, B., and Shaw, T. (2001) Who Leads Matters: The Effects of
Powerful Individuals. International Studies Review, 3: 83-131.
Meyers, S.A. (2009). Service learning as an opportunity for personal and social transformation.
International Journal of Teaching and Learning in Higher Education, 21 (3), 372-381.
Schwartz, S. (1992). Universals in the content and structure of values: Theoretical advances and
empirical tests in 20 countries. In M. P. Zanna (Ed.), Advances in experimental social
psychology (Vol. 25, pp. 1–65). New York: Academic Press.
Schwartz, S., & Bardi, A. (2001). Value hierarchies across cultures: Taking a similarities
perspective. Journal of Cross-Cultural Psychology, 32(3), 268–290.
Schwartz, S., & Bilsky, W. (1990). Toward a theory of the universal content and structure of
values: Extensions and cross-cultural replications. Journal of Personality and Social
Psychology, 58(5), 878–891.
50 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Schwartz, S. H., & Sagiv, L. (1995). Identifying culture-specifics in the content and structure of
values. Journal of Cross-Cultural Psychology, 26(1), 92–116.
Sigelman, L., & Welch, S. (1993). The contact hypothesis revisited: Black-White interaction and
positive racial attitudes. Social Forces, 71(3), 781. doi: 10.2307/2579895
Smith, C. P. (Ed.) (1992). Motivation and personality: Handbook of thematic content analysis.
New York: Cambridge University Press.
Sockman, B., & Sharma, P. (2008). Struggling toward a transformative model of instruction: It's
not so easy! Teaching and Teacher Education, 24 (4), 1070-1082. doi:
10.1016/j.tate.2007.11.008
Suedfeld, P., Legkaia, K. and Brcic, J. (2010), Changes in the Hierarchy of Value References
Associated With Flying in Space. Journal of Personality, 78(5): 1411–1436. doi:
10.1111/j.1467-6494.2010.00656.x
Suedfeld, P. (2010). The cognitive processing of politics and politicians: Archival studies of
conceptual and integrative complexity. Journal of Personality, 78(6), 1669–1702.
Suedfeld, P. (1992). Cognitive managers and their critics. Political Psychology, 13(3), 435–453.
Suedfeld, P. (1985). APA presidential addresses: The relation of integrative complexity to
historical, professional, and personal factors. Journal of Personality and Social
Psychology, 49(6), 1643–1651.
Tryssenaar J. (1995). Interactive journals: an educational strategy to promote reflection. American
Journal of Occupational Therapy. 49:695–702.

51 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Employees’ Perception on the Role of Leadership Styles to the CSR
Practices of Selected Managers of MSMEs in Pampanga
Flor G. Mangalino
Holy Angel University
fmangalino@hau.edu.ph

Abstract
This study was conducted to determine the leadership styles of the selected managers of
Micro, Small and Medium Enterprises (MSMEs) in Pampanga. This also determined the
correlation between the respondents’ profile and their perception on the leadership styles as well
as the profile of the respondents and how they perceived the adoption of CSR practices of the
selected managers. Through a survey of 357 employees in selected MSMEs and with the use of
descriptive statistics and coefficient of correlation Pearson r,this study found out that (1)The results
validated that there is a very high correlation between the leadership styles on transformational
leadership and adoption of CSR practices while there is also a moderate correlation between
transactional leadership and adoption of CSR practices.(2) There is no positive relationship
between respondents profile and the perceived leadership styles of the selected managers,(3)There
is no positive relationship between respondents’ profile and how they perceived the adoption of
CSR practices of selected managers of MSMES. Further, (4) The findings of the study also
confirmed that laissez faire leadership style is negatively related to the adoption of CSR practices.
Thus, the researcher recommends (1) management practitioners should evaluate their leadership
styles to help them assess their CSR adoption.(2)Future leaders and managers may use a
combination of both transformational and transactional leadership styles to adapt to different
situations(3) the findings of this study lead us to suggest that government agencies should
continually provide seminars and trainings to be more socially responsible.
Key Words: Laissez faire, transformational leadership, transactional leadership, management by
exception, inspirational motivation, intellectual simulation

Introduction
Leadership and Corporate Social Responsibility (CSR) are some of the most widely studied
topics due to the recent changes in organizational settings. Currently, leaders are facing economic,
social and environmental challenges. In this changing global environment, leaders have to
anticipate the changes and to be catalysts for shifting their organizations towards a sustainable
society. Given the growing interest towards a sustainable development in society, there is a need
for a new type of leadership that promotes the CSR’s ideals and principles. The goal of sustainable
development is an ideal state that companies are striving for. Companies should thrive and match
the evolving trend by continuous innovation so they could out beat the intense competition and
52 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

emerge as leaders. No company was able to achieve sustainability without innovation since the
present global challenges are part of a more complex system which is ever changing. Conger
(2000) claimed in his study that there is a need to deepen the leadership forms to achieve
sustainability. Thus, to achieve a common goal for an organization, leaders should influence a
group of individuals The four common themes that were conceived as identified by Northouse
(2004) were the following, it is aprocess;it involves influence;it occurs in a group context; and it
involves attainment.
With the recent economic crisis faced by Asian countries, developing countries like the
Philippines is aimed for the dynamic role of micro, small and medium enterprises (MSME) in
helping a more productive country and generate employment to ease the burden of the public sector
in the provision of jobs for the Filipinos. These enterprises have been identified as the means to
achieve industrialization and foster economic growth. An assumption in literature is that Corporate
Social Responsibility practices that are required by law and which are beyond the interests of the
firm may contribute to the firm’s competitive advantage (McWilliams & Siegel 2001, Hammann
et al. 2009). Thus, recent trends in CSR research now focus more on the role of leadership in strict
implementation of such organizational practices. To continually adapt and survive in an ever
changing environment, these enterprises should not only innovate and sustain their competitive
edge but practice to become socially responsible enterprises. Corporate social responsibility (CSR)
involves the activities being done by the enterprises which go beyond the regulatory requirements
of the government.
Enterprises and business establishments are faced with the challenge of developing
corporate social responsibility practices as part of their strategic plans and decisions in order to
meet the expectation of their key stakeholder.(Moon et al. 2005, McWilliams et al. 2006, Siegel
& Vitaliano 2007, Matten & Moon 2008, Siegel 2009).
In the Philippines,the commitment is to promote small enterprises as a policy for growth is
to promote, develop, and assist small and medium-scale enterprises and the rationalization of
government assistance programs and agencies concerned with the development of small and
medium enterprises, and for other purposes (Lapar, 1991). These MSMEs can be a source of
power, more so, if they are making a mark on the lives of a significant number of employees.
Thus,the leadership style of the managers is also important in achieving the goals of these
enterprises.Eam augue voluptatum at, errem iudico quo ex. At sonet voluptua disputando his,
mucius nonumes in cum. His perfecto scripserit ne, nam ex appetere moderatius. Vel at congue
adipisci efficiendi, sit et solet aliquip fastidii.
The Role of Transformational Leadership
Baron & Kenny (1986) noted that there is a mediation between an independent and a
dependent variable wherein mediation is defined as the function that a certain variable assumes
when ‘it accounts for the relation between the predictor and the criterion’. A mediator plays a dual
role in a causal relationship, it may act as the dependent variable for the predictor and it may be
the independent variable for the criterion. In this study, the authors claimed that transformational
leadership mediates the relationship between integrity and CSR. When a leader thinks beyond what
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is possible for the organization, the leaders has a broad sense of moral obligation. For many
researchers in this field, leadership style stems from leaders’ personal value systems, including
beliefs about notions such as equality, justice, and integrity (Bass 1985, Kuhnert & Lewis 1987,
Bass & Avolio 1994). However, Burns (1978) suggests that subordinates are inspired by leaders
who shows moral values and by leading by example. These are transformational leaders who rely
on a set of moral assumption such as moral values are the basis for a transformational leader acts
upon (Bass 1985, Kanungo & Mendonca, 1996, 1998, Kanungo 2001). Second, it was also
observed if leader’s integrity is a predictor of CSR (dependent variable).
Transformational leadership was analyzed and evaluated if it significantly has a correlation
with CSR, after controlling for integrity. Those leaders who engage in CSR practices have a high
level of integrity since this integrity stimulates transformational leadership behaviors. When
managers instill inspirational motivation among their followers by providing meaningful
challenges and opportunities for growth these are leaders who can inspire their followers. By being
individually considerate, leaders enable followers to make individual decisions about ethical issues
without coercing them to follow a certain course of action (van Aswegen & Engelbrecht 2009).
When there is an exchange between leaders and followers designed to provide benefits to
both, it is referred to as transactional leadership or when leaders influence followers through
contingent rewards, negative feedback and/or corrective coaching. As noted by Bass & Riggio
(2006), transactional leadership exist as parts of another leadership model, the full range of
leadership model, despite originating as unique constructs. However, one notable difference
between these three leadership theories involves the subject of charisma as cited by (Conger, 1999;
2011; Conger & Hunt, 1999; Hunt, 1999; Shamir & Howell, 1999).
Visionary Leadership
Another leadership behavior involves leaders who recognize that the strategies,methods,
steps and processes of leadership are all derived with and through people is called visionary
leadership. Most great and successful leaders have the aspects of vision in them. Outstanding
leaders will always transform their visions into realities. The present global challenges are part of
a more complex system, thus companies should thrive and match the evolving trend by innovating
continuously so they could survive, while new companies who can survive the intense competition
usually emerge as new leaders. No company, or society, has achieved sustainability without
continuous innovation. The goal of sustainable development as an ideal state that companies are
striving for. Companies that will fall short of the mark and be exposed for their lack of ability to
survive. Conger (2000) in his paper claimed that knowledge about these leadership forms has
deepened, and there are several dominant theories that are now established paradigms in the
leadership field. Northouse (2004) identified four common factors in the way leadership now tends
to be comprehended, it is a process; it involves influence; it occurs in a group context; and it
involves goal attainment. Thus, the author defines leadership as “a process whereby an individual
influences a group of individuals to achieve a common goal” (ibid, p 3).
A review of the empirical research literature on transformational leadership and follower
attitudes toward social responsibility yields only a single study by Waldman et. al. (2006) found
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out that CEO visionary leadership was associated with top management team members’ reported
stakeholder and shareholder CSR values. As indicated in Stakeholder theory, which is a governing
model in CSR, managers must not only recognize ethics as a requirement in the strategic analysis
of their values but also instill a moral purpose in followers (Freeman,1984). Senior management’s
moral sentiments were reflected in the organization’s behavior toward stakeholders by showing
mutual trust and cooperation (Jones 1995, Jones & Wicks 1999). The stakeholder approach
premise ethics at the core of CSR, linking the government of organizations to managers’
formulation of strategies (e.g. Donaldson & Preston 1995, Agle et al. 1999, 2008, Phillips et al.
2003, Freeman et al. 2004, Harris & Freeman 2008).
Hence, the researcher will focus on the lack of research as Waldman and Siegel’s (2008)
indicated that there is still lack of research about CSR and leadership styles as well as contributing
to the understanding of institutional frameworks that might act as factors in CSR practices.
Specifically, this study sought answer to the following:
1.
How may the respondents assess the selected managers\owners of MSMES using the
MLQ instrument leadership styles in terms of the following:
a. Transformational leadership
b. Transactional leadership
c. Laissez Faire Leadership
2.
How may the respondents assess the managers\owners of selected MSMEs in terms of
their CSR practices?
3.
Is there a significant difference in the respondents’ profile and their perception on
leadership style of the manager of MSME’s?
4.
Is there a significant difference in the respondent’s profile and CSR adoption of
MSME’s managers?
5.
Is there a positive relationship between leadership style and CSR adoption?
The following hypotheses were tested:
Ho1: There is no significant difference between respondents’ profile and perception of leadership
style of the manager
Ho2: There is no significant difference between respondent’s profile and perception on the
adoption of the CSR practices of selected managers.
Ho3: There is no positive relationship between the different leadership styles and adoption of CSR
practices
This study will be beneficial to the following
This study will provide managers of MSME’s additional insights on perceived leadership
styles and how it relates to the adoption of CSR activities based on the perception of the different
demographic profiles of the employees.
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This paper will guide policy makers, development agencies such as the DTI and business
enterprises to ascertain strategies to improve MSME sectors with regards to CSR adoption.
The effective implementation of CSR practices may provide additional benefits for
MSMEs by focusing on its core competencies and effect positive change as well as the community.
Employees and supervisors can create strategies and may adopt appropriate leadership
styles which may result to socially responsible employees.
Human Resources Departments of the MSMEs can gain valuable insights in organizing
leadership development programs which may lead to enhancement of employees\educators’
leadership skills.
The findings of this study may provide additional insights for MSME’s owners and
managers to prioritize socially responsible activities that will provide long term benefits for both
the employees and the community.
Figure 1 shows the paradigm of the study to on how leadership styles as the independent
variable is correlated with the adoption of CSR practices which is the dependent variable while
controlling for the demographic profile of respondents acts as the moderating variables. The
framework depicts the independent-dependent variables. Under the independent variables are the
leaderships styles as indicated by the MLQ instrument which focus only on the transformational,
transactional leadership and laissez faire styles. The dependent variables include the CSR practices
on employees’ welfare, labor relations and community involvement practices of selected MSMEs
while the demographic factors and business profiles acts as the moderating variables.
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INDEPENDENT VARIABLE

DEPENDENT VARIABLE

Leadership Styles based from
Multi Leadership Questionnaire
(MLQ) as perceived by
employees
Transformational leadership
• Individual Influence
• Individual Motivation
• Individual Simulation
• Individual Consideration
Transactional Leadership
• Contingent Reward
• Management by
Exception-Active
• Management by
exception-passive
• Laissez-faire

Perceived Corporate Social
Responsibility Variables
•

Employee Welfare
programs
Community involvement
Labor relations

•
•

Demographic Factors
• Age
• Gender
• Marital status
• Years of Service
Company

in

the

Business Profile
• Size
• Category

MODERATING VARIABLES
Figure 1. Research Paradigm
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Method
This part presents the research design that was utilized in the conduct of the study, the
respondents of the study, the sampling design, sources of data, research instruments used, data
collection and procedure, data analysis and rating scales used for assessing the data.
Research Design
This study utilized descriptive design as it described the managers’ leadership styles as
perceived by selected MSME employees and determined the levels of CSR adoption. It also
adopted the correlational research design as it also measured the degree of relationship between
employees’ perception on managers’ leadership styles and their level of CSR adoption. This also
used correlation in the determination of the strength of relationship between the leadership styles
employed by selected managers based from the MLQ instrument and how they are related to the
adoption of CSR practices of the selected managers.
Respondents of the Study
There were two alternatives that were used in this study to get the sufficient number of
respondents and ensure the reliability of the number of target respondents. The target participants
were the selected employees of the MSMEs in Pampanga. Using power analysis from G- power
application, the total number of respondents is 134, through the use of .3 correlations H1,0.03
significance level and a power of .95. G power is a form of statistical power analysis program.
Sampling Design
The researcher utilized convenience and\or purposive sampling method which is a non
Probability sampling. The information was acquired from those respondents who were willing,
available and had time to accomplish the survey form were given the survey questionnaires.
Sources of Data
The data that were used in this study came from two sources, the primary and secondary
data. The primary data was based from the results of the survey questionnaire by the researchers
from the target respondents. The secondary data were the literature taken from online sources,
books, journals, theses and other relevant sources.
Research Instrument
The original research instrument which is the MLQ was developed by Bass and Avolio
(1995). The researcher adopted the questionnaire from two separate studies. The first questionnaire
was modified MLQ from the work of Kanste, Miettunen, and Kyngäs (2007). The modified MLQ
contained 25 statements which still truly represent the seven (7) leadership scale. It was adopted
in this study to assess the administrator’s leadership style . The MLQ instruments was used by
several researches since it was introduce in 1985,to assess leadership qualities and test the main
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variables associated with the model (e.g. Bycio et al. 1995, Carless 1998, Yukl 1999, Goodwin et
al. 2001, Tejeda et al. 2001, Antonakis et al. 2003). A survey questionnaire on CSR was also
adopted from Singh (2014) which is a Pro Forma Survey questionnaire for Corporate Social
responsibility. This is to measure the level of agreement and or\disagreement of the respondents
on the variables of CSR.
Data Collection Procedure
Since the survey instrument for the leadership styles was adopted from MLQ, there was no
need to validate the content as well as the instrument of CSR. There were different strategies that
were used to conduct the actual gathering of data. The researcher personally floated the
questionnaire to those MSME employees who joined the trade fairs organized by the Department
of Trade and Industry in Pampanga in Vista Mall, San Fernando last January 27 and 31,
2019.Through the help of the some DTI staff and the Business Counselors assigned in the different
municipalities of Pampanga specifically San Fernando, Mabalacat, Magalang, Arayat,Mexico,
Apalit, San Simon, Minalin, Lubao and Floridablanca, the survey questionnaires were also
distributed in these municipalities. The survey questionnaires were personally delivered by
selected Business Counselors to the concerned MSMEs and their employees.
Another method of the actual data gathering is through the Negosyo Centers in
coordination with the assigned Business Counselors.A copy of the survey instrument was
personally delivered to selected respondents through a DTI staff and was retrieved personally
during their field visits and trade fairs organized by DTI.
Some concerned SBA Faculty who were required to do mitigating measures as part of their
deloading strategies were very instrumental in the actual data gathering, They were assigned to do
field visits and actual surveys in selected MSMEs in Pampanga, they offered a helping hand in
floating the survey questionnaires which facilitated the fast collection of data.
All the data that were gathered throughout the study were ensured confidentiality by
personally inputting the data by the researcher. Data were tabulated and encoded using microstat
analysis in MS Excel Spreadsheet prior to the data processing .
Data Analysis
This study used descriptive statistics particularly mean rating to measure the respondents’
perceptions on their managers’ leadership styles and CSR practices. It also employed frequency
and percentage to describe the demographic characteristics of the respondents. Mean rating,
frequency and percentage distribution were appropriate tools to use to determine the typical
characteristics of the respondents and their perceptions on leadership styles and employee
engagement (Berenson, Levine, & Krehbiel, 2011).
The collected data were tabulated and processed through the software SPSS. The statistical
tools that were used were the following: Frequency Distribution, Mean rating and Pearson r
correlation. Mean rating identified the descriptions of the variables for both the Leadership Styles
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and CSR practices of the selected managers of MSMEs. To describe the respondents’ perceptions
on leadership styles and CSR, the following mean rating scales were used:
Table 1
Mean rating scales
Scale Value
Descriptive Equivalent Mean rating scales
1
Never
1.00-1.49
2
Rarely
1.50-2.49
3
Sometimes
2.50-3.49
4
Often
3.50-4.49
5
Always
4.50-5.00
Source: Mcleod, S.A.(2008) Likert Scale: retrieved from organization of simply psychology
Pearson r coefficient of correlation was used to examine the relationship between the
respondents’ profile and their perception on the leadership styles of selected MSME managers as
well as their adoption of CSR practices. Further, Pearson r coefficient was also utilized to test the
if leadership styles of these selected managers is correlated with the adoption of CSR practices.
Coefficient of correlation is a statistical tool which is used to measure the degree and direction of
the relationships of two or more variables (Berenson, Levine & Krehbiel, 2011). To measure the
degree of relationship of leadership styles and CSR adoption, this study utilized the degree of
correlation shown below.
Table 2
Strength of correlation and Descriptive meaning
r-values
Descriptive meaning
+1.00
Perfect correlation
+0.75 - +0.99
Very high correlation
+0.50 - +0.74
High correlation
+0.25 - +0.49
Moderately small correlation
+0.01 - +0.24
Very small correlation
0.00
No correlation
Source: Salvador, Tolentino-Baysa, & Fua-Geronimo (2012). Fundamentals of business research:
thesis writing. Manila: Allen Adrian Books Inc.
Table 3 shows the P values to measure the inconsistency between the hyporthesized value
for a population characteristic and the observed sample. As cited by Devore & Peck (2005.p 419)
it is a probability assuming that null hypothesis(Ho) is true of obtaining a test statistic value. The
test statistics would take a value as extreme or more extreme that what is actually observed. The
smaller the P-value, the stronger the evidence against Ho provided by the data.
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Table 3
P -values and Descriptive meaning
P-values
Descriptive meaning
P >0.10
No evidence against Ho
0.05 < P <0.10
Weak evidence against Ho
0.01< P<0.05
Moderate evidence against Ho
0.001<P<0.01
Strong evidence against Ho
P <0.001
Very strong evidence against Ho
Source: http//www.stat.ualberta.ca/-hooper/teaching/misc/P-value
Ethical Considerations
Ethical considerations are very important in any research undertaking. The researcher made
initial talks with the staff of the Department of Trade and Industry Provincial Office in Pampanga
and requested for a copy of the list of the MSMEs. Initial data were gathered through an informed
consent about the research undertaking. The researcher guaranteed that there was a voluntary
participation in which the sample respondents are choosing to participate in their own free will and
that there will be anonymity in both the respondents and name of MSME to assure confidentiality
of data.
Results
The part of the study presents the results of data processing:
Assessment of Leadership Styles
As depicted in table 4, employees’ perception on the indicators of idealized influence
(attributed) leadership styles, employees believed that managers”often” practice “instilling pride
in employees” (3.72),”provide reassurance overcoming obstacles”(3.75) with an average of 3.73.
Table 4
Respondents’ perceptions on administrators’ idealized influence (attributed) leadership style
Indicators
Mean Rating
Description
Instill pride in me
Provide reassurance overcoming obstacles

3.72
3.75

Often
Often

3.73

Often

Average

Table 5 also depicts the perception of employees on the leadership style based from the
“idealized influence” (behavior). Based on the results, managers do “often talk about trusting each
other” (3.90); as well as “often behave consistent with values” (3.90).
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Table 5
Respondents’ perceptions on administrators’ idealized influence (behavior) leadership style
Indicators
Mean Rating
Description
Talk about trusting each other

3.90

Often

Behave consistent with values

3.90

Often

3.90

Often

Average

As revealed in table 6, employee perceptions on the managers’ Inspirational motivation
leadership style that they ‘often express confidence “(3.94) ,”provide encouragement” (3.95) and
“talk enthusiastically” (3.87). These further shows that leaders “often” practice these leadership
style indicators.
Table 6
Respondents’ perceptions on Manager’s inspirational motivation leadership style
Indicators
Mean Rating
Description
Express confidence

3.94

Often

Provide encouragement

3.95

Often

Talk enthusiastically

3.87

Often

3.92

Often

Average

In table 7, the perceptions of employees on managers’ intellectual stimulation leadership
style were shown. Employees opined that managers “often” give encouragement among staff to
“rethink ideas” (3.83) “do non-traditional thinking” (3.67), and “reasoning” (3.72).
Table 7
Respondents’ perceptions on Manager’s intellectual stimulation leadership style
Indicators
Mean rating
Description
Encourage to rethink ideas

3.83

Often

Encourage non-traditional thinking

3.67

Often

Encourage reasoning

3.72

Often

3.69

Often

Average

As can be seen in table 8 on the intellectual stimulation leadership style,employees claimed
that managers “provide advice for development” (3.92), “focus strengths” (3.95), and “promote
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development” (3.95) as often as they could.For the overall mean on intellectual simulation, 3.94
has a descriptive meaning of often
Table 8
Employees’ perceptions on Managers’ individualized consideration leadership style
Indicators
Mean Rating
Description
Provide advice for development

3.92

Often

Focus on my strengths

3.95

Often

Promote development

3.95

Often

3.94

Often

Average

Based on the results on table 9, employees believed that managers contingent rewards
leadership style “often” carry out “recognition of achievements” (3.89), “reward achievements”
(3.88), as well as “clarify rewards” (3.73) or an overall average of 3.83 wherein managers “often”
practice contingent rewards leadership styles.
Table 9
Respondents’ perceptions on Manager’s contingent rewards leadership style
Indicators
Mean Rating
Description
Recognize my achievements

3.89

Often

Reward my achievements

3.88

Often

Clarify rewards

3.73

Often

3.83

Often

Average

As revealed in table 10, employees’ perception on the practice of management by
exception-passive (MBEP) leadership style of selected managers is that they “often” react to
problems if serious”(3.67),but “sometimes” believe that if not broke, don’t fix” (3.49) as well as
“sometimes they react to problems, if chronic (3.39).
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Table 10
Respondents’ perceptions on Managers’ Management by exception-passive leadership style
Indicators
Mean Rating
Description
React to problems if serious

3.67

Often

Believe that “if not broke, don’t fix”

3.39

Sometimes

React to problems , if chronic
`
Average

3.49

Sometimes

3.52

Often

Table 11 illustrates the results on “react to problems, if serious.” Employees believed that
managers “sometimes put out fires” (3.32); and “sometimes” managers “tract mistakes” (3.39) and
they also “sometimes searched for mistake” (3.18).The overall rating for the indicators on the
managers’ management by exception –active (MBEA) leadership style is 3.30 with a descriptive
meaning of ‘sometimes”.
Table 11
Respondents’ perceptions on Manager’s Management by exception-Active leadership style
Indicators
Mean Rating
Description
Put out fires

3.32

Sometimes

Tract Mistakes

3.39

Sometimes

Searches for mistakes

3.18

Sometimes

3.30

Sometimes

Average

Employees’ opinions on managers’ laissez-faire leadership style practices shows that
managers “sometimes take no action” (3.06),”sometimes resist expressing views” (3.12) and
‘sometimes delay responding” (2.93).
Table 12
Respondents’ perceptions on administrators’ laissez-faire leadership style
Indicators
Mean Rating
Description
Take no action

3.06

Sometimes

Resist expressing views

3.12

Sometimes

Delay responding

2.93

Sometimes

Average

3.04

Sometimes
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Table 13 illustrates the summary on the mean differences on the different indicators of
Transformational and Transactional leadership styles based from the MLQ instrument . It is
evident that the highest mean rating for transformational leadership variables is Individualized
Consideration (3.94), followed by Inspirational Motivation (3.92). However, the lowest mean
rating is 3.72 for Intellectual Simulation. Nevertheless, given the slight difference on the mean
ratings for transformational leadership, it is evident that employees believed that the selected
managers “often practice these different indicators”.
For the mean rating on Transactional leadership style, the highest mean rating is contingent
rewards (3.83) which indicates “Often” while the lowest is laissez faire (3.04) indicates
“sometimes”. For the overall mean on the two types of leadership styles,transformational
leadership style garnered a higher overall mean rating of 3.84 indicating “often” while the overall
mean rating for transactional leadership styles is 3.42 which indicates “sometimes”.
Table 13
Summary of the Mean differences on respondents’ ratings on leadership styles
Indicators
Mean Rating
Description
Idealized Influence-attributed
3.73
Often
Idealized influence-behavioral
3.90
Often
Inspirational Motivation
3.92
Often
Intellectual Simulation
3.72
Often
Indivudualized Consideration
3.94
Often
Transformational leadership Average
3.84
Often
Contingent Rewards
3.83
Often
Management by exception-passive
3.52
Often
Management by Exception-Active
3.04
Sometimes
Laissez faire
3.30
Sometimes
Transactional leadership Average
3.42
Sometimes
As shown in table 14, the respondents believed that the selected managers of MSMEs
“often” adopts the different Corporate Social Responsibility practices wherein “stable labor
relations” got the highest mean rating (3.83), “prevent discrimination” (3.82). However, most of
the other indicators also have rating of “often” except for “monetary incentives” and “seminars
and trainings” in which the respondents believed that the selected managers “sometimes” adopt
these CSR practices.
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Table 14
Respondents’ Mean Rating on the Adoption of CSR practices of selected MSME managers
CSR PRACTICES
Mean Rating
Description
Health
3.76
Often
Education
3.66
Often
Training for community
3.77
Often
Counselling
3.64
Often
Work Life balance
3.76
Often
Helping the underprivileged
3.72
Often
Local Heritage
3.58
Often
Poverty Aleviation
3.62
Often
Working for the Disabled
3.55
Often
Conservation of nature
3.64
Often
Training and Awareness Programs for 3.61
Often
employees
Internal Communications
3.60
Often
Management Briefings
3.63
Often
Paid Time Off
3.59
Often
Monetary incentives
3.58
Often
Non monetary Incentives
3.48
Sometimes
Seminars and workshops
3.47
Sometimes
Support Systems
3.71
Often
Stable Labor Relations
3.83
Often
Prevent Discrimination
3.82
Often
Friendly Office Lay Out
3.78
Often
Overall Mean
3.66
Often
Table 15 shows the results based from the coefficient of correlation which indicates both
the direction and the strength of linear relationship between the moderating \intervening variables
which are the demographic profiles of the respondents and the leadership styles selected
managers.The larger the absolute value of r,the stronger the linear relationship.It is evident that the
values for the coefficient of correlation denotes that respondents’ profile has no correlation with
their perception on the leadership styles of selected MSME managers.
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Table 15
The Strength of Correlation between the Respondents’ profile and their perception on Leadership
styles of selected managers of MSMEs
Leadership Style
Age
Civil Status Size
of Category
Years of
Firm
service
Idealized Influence(A)
0.006
0.014
0.077
0.049
.104
No
No
No
No
No
correlation
Correlation correlation correlation correlation
Idealized Influence(B)

-0.098
No
correlation

-0.041
No
correlation

.105
0.103
0.075
No
No
No
correlation correlation correlation

Inspirational Motivation -.118
No
correlation
Intellectual Simulation
-0.092
No
correlation
Individualized
-0.074
Consideration
No
correlation

-.109
No
correlation
-.109
No
correlation
-.115
No
correlation

0.069
No
correlation
0.042
No
correlation
0.037
No
correlation

Contingent Reward

-0.003
No
correlation

-0.03
No
correlation

0.034
.104
0.096
No
No
No
correlation correlation correlation

MBEP

-0.036
No
correlation

-.036
No
correlation

-0.004
-0.033
0.035
No
No
No
correlation correlation correlation

Laissez faire

-0.019
No
correlation

-0.016
No
correlation

-.147
-0.103
0.040
No
No
No
correlation correlation correlation

MBEA

0.032
No
correlation

0.032
No
correlation

-0.062
-.122
0.222
No
No
No
correlation correlation correlation

0.079
No
correlation
-0.025
No
correlation
.134
No
correlation

0.013
No
correlation
0.037
No
correlation
0.059
No
correlation

As indicated from table 16,majority of the results of the degree of correlation between
demographic profile and adoption of CSR practices shows no correlation at all since the values are
all way below .01. Only for the years of service in the company indicates a very small correlation
with a value of .085.
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Table 16
The Strength of Correlation between respondents’ demographic profile and their perception on
the adoption of CSR practices of selected managers of MSMEs
Demographic profile
Pearson r-value
Descriptive meaning
Gender

-0.100

No correlation

Age

-0.055

No correlation

Civil Status

-.114

No correlation

Size of firm

.035

No correlation

Category

-0.006

No correlation

Years of Service

.085

Very small correlation

As can be seen from table 16, the r values for the strength of correlation between leadership
styles and adoption of CSR practices depicts that most of the indicators have a very high correlation
with values of +0.50 - +0.74, while only the leadership styles on Management by ExceptionPassive (MBEP) and Management by Exception -Active (MBEA) have moderately small
correlation with CSR practices with corresponding values of .485 and .303 respectively and
Laissez Faire leadership style shows a very small correlation with a r-value of .137.
For the p-values, results shows that majority of the figures are P <0.001 which indicates
that the null hypotheses for the leadership indicators shows a positive relationship with the
adoption of CSR practices of selected managers of MSMEs. This is except for the Laissez Faire
leadership style with a p-value of 0.10 which means that there is no positive relationship between
this style and adoption of CSR practices.
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Table 17
Summary of R-values , P-values and descriptive ratings for between Leadership styles and
adoption of CSR practices
Descript
Leadership style
R-value
P:-value Reaning
Degree of Hypothesis
Correlation
(P-value)
Idealized Influence (A)
.501
.000
High correlation
Reject Ho
Idealized Influence (B)

.585

.000

High Correlation

Reject Ho

Inspirational Motivation

.588

.000

High Correlation

Reject Ho

Intellectual Simulation

.551

.000

High Correlation

Reject Ho

Individualized Consideration

.612

.000

High Correlation

Reject Ho

Contingent Reward

.572

.000

High Correlation

Reject Ho

MBE Passive

.485

.000

Laissez faire

.137

.010

Moderately
small Reject Ho
correlation
Very small correlation
Do not reject Ho

MBE Active

.303

.000

Moderately
correlation

small Reject Ho

Conclusions
CSR activities are manifested in organizational programs that will help improve societal
welfare as well as the lives of those who are within the organization. CSR activities are a way of
giving back to the community and not only perceived as self serving Burns (1978) noted that
transformational leader is the one who articulated a vison of the future that can be shared with
followers, intellectually stimulates folowers and pays attention to individual differences while a
transactional leader can motivate employees through contingent reward exchanges.
The results of this study also validated that demographic factors has very small or no
correlation at all with the ratings of the leadership styles.
Findings suggest that since there is very slight difference on the mean ratings for both
leadership styles which may mean that the manager may exhibit characteristics of both leadership
styles. Despite the transformational leader stimulates the employees intellectually so they could
solve complex problems in a new way.Thus in this study, it was found out that demographic profile
is not a factor on how the respondents rated the selected managers based from the leadership style
and their adoption of CSR practices.
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Further, this study also found out that the respondents profile has no correlation with the
way they rated the selected managers on their adoption fo CSR practices.
However, the validation on the correlation of the different leadership style shows that all
of the Transformational leadership styles on Idealized Influence-Attitude,Idealized InfluenceBehavior,Inspirational Motivation,Intellectual Simulation, Individualized Consideration revealed
a very high correlation with the adoption fo CSR practices of the selected managers.While only
Contingent Reward for Transactional leadership style shows a high correlation with the CSR
practices while MBEA- Active and MBEA-Passive show a moderately small correlation and
laissez faire shows very small correlation. This proved that Avoidant leadership such as laissez
faire does not facilitate CSR adoption..
Thus this study confirmed these hypotheses:
Idealized Influence (Attitude) and Idealized Influence( behavior) positively impacts
CSR.both of these leadership styles has a p-value less than .05 thus it can be inferred that idealized
influence –attitude has a significant impact in CSR adoption.Leaders who display this leadership
style usually “walk the talk” that’s why subordinates may emulate their behaviors and may obtain
the commitment of their subordinates.More so, leaders who practice idealized influence-behavior
are very ethical. However, the findings of Rashid,et.al(2002) and Pless (2007) indicate
otherwise.Both indicated that responsibles business practices are influence by ethics and moral
values.
Inspirational Motivation also impacts CSR adoption given that the corresponding p-value
is .000.CSR practices can be predicted by this leadership style.managers who posses this
leadership style usually talks passionately about future goals and set high expectations that is why
these types of leaders may enhance socially responsible practices and the effective implementation
of CSR activities.Muenjohn and Amrstrong(2008) cited that these types of leaders articulates the
contribution of their subordinates to the achievement of shared goals and therefore effect
organizational change.
Intellectual Simulation has also a significant impact on CSR. With a corresponding
descriptive rating of high correlation and a p-value=.000, it can be confirm that Intellectual
Simulation positively impacts CSR adoption.These are types of leaders who intitates “thinking out
of the box ‘ techniques.Thus, it can be claimed that leaders who displays this leadership style
support innovation and creative thinking which are vital in the adoption of CSR practices..As such
(Hooper and Potter 1997 in Bolden et.al.2003) this is ideal fro crisis management and problem
solving
The correlation between Individualized Consideration and CSR adoption signifies a high
correlation and a p-value which is less than .05 thus reject the null hypothesis. This study suggest
that selected leaders of MSMEs spend quality time coaching their subordinates to achieve
organizational goals and adopt CSR practice.Waldman, Siegel and Al Rasasi (2006) argued that
this style gives more importance to an individual employees rather than the organization as a
whole.
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For Contingent Reward which is a transactional leadership style, it can also be claimed that
it positively impacts CSR adoption.The manager sees to it that when employees are well motivated
by rewarding them both in monetary and non monetary incentives there is high productivity.
Results showed that the selected managers of MSMEs who possess this leadership style are more
commited in adopting CSR practices.
The relationship between Management by Exception –Passive and CSR adoption signifies
a positive relationship.However, based from the coefficient of correlation r value of .485, there is
only a moderately small correlation. This is consistent with the results based from the study of
Barbuto and Brown (2000) which claimed that a leader who waits for mistakes before making
corrective action is a reactive management approach which is not positive since the subordinate
can only receive feedback from the leaders when mistakes take place
Laissez faire behavior negatively impacts the adoption of CSR practices.The coefficient of
correlation r values indicates a very small correlation which is supported by a p-value of .010 thus
the null hypothesis is supported.Thus, there is a negative relationship between the two
variables.therefore, leaders who possess Laissez faire style does not prioritize CSR activities.
MBE-Active and adoption CSR practices indicates a moderately small correlation but
signifies that leaders with this leadership style promotes CSR adoption given the corresponding pvalue=.000, thus the null hypothesis is not supported.
It is noteworthy that the results on the transformational and transactional leadership overall
mean rating, implies a very slight difference and insignificance except for a very few factors.
The findings of this study further reveals that transformational and transactional
leaderships are both effective in in stimulating the employees to be more productive. This is
supported by the findings of Deichmann(2014) which claimed that transformational leadership is
effective in motivating followers to commit to the goals of an organization in the same way on
how transactional leadership increase commitment and is associated with the generation of new
ideas by the followers.
Transactional leaders stimulates employees to work harder and perform well because they
believe that they will get a reward for a job well done. In this type of leadership style, the leaders
monitors progress and only takes corrective action if required.
By reviewing both the qualitative data and quantitative results of the investigation, it is
evident that the findings of this study highlights the different roles of both transformational and
transactional leadership style on the adoption of CSR practices of selected managers of
MSMEs.Managers who are good leaders are often more efficient given that their organizations can
achieve higher productivity
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Recommendations
The role of MSMEs in both society and business is significant. After a thorough
investigation of the results and findings of this study, the researcher would like to contribute useful
information through these recommendations.
Management Practitioners should understand and evaluate their leadership styles to help
them evaluate their contribution towards Corporate Social responsibility.As noted by Boseman
(2008) and Tichy and Devanna(1986 in Bolden et.al.(2003), transformational leadership can be
learned and leaders who possess this leadership styles can be viewed as role models who possess
the traits of an ideal leader.
Despite the differences between transformational and Transactional leadership styles,
leaders and managers may use a combination of both to adapt to different situations successful.The
Corporate Social responsibility orientation of an enterprise is usally influence by the personal
values of the leader.Waldman, Siegel and Javidan (2006) associate transformational leadership
style with CSR. The qualities of a transformational leader are eminent to gain the dedication of of
employees to responsible business practices.
The government through the Department of trade and Industry should provide continuous
seminars and trainings for both employees and managers about the role of MSMEs toward
sustainable CSR practices and communicate with the other stakeholders for their continuing
commitment towards a more socially responsible enterprise by behaving ethically and contribute
to economic development thus improve the quality of life.
MSMEs should allocate resources to meet the demands for CSR practices. They should
consider Monetary incentives for a good performance and productivity through profit sharing
plans, paid time off, bonuses and cash.These incentives encourage employees to be highly
productive as well as non-monetary incentives by rewarding employee performance through perks
and opportunities. These rewards include flexible work hours, training opportunities and the ability
to work in a conducive working environment. The rewards and incentives are valuable to an
employee because they allow workers to learn new skills and pursue advancement opportunities.
MSMEs should communicate their commitment to all relevant stakeholders to facilitate the
CSR initiatives.
For future research directions, continuing researches on the aspect of CSR and servant
leadership of different enterprises.

72 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

References
Almeida, M. D. M, Perramon, J., and Femenias, L. B. (2017). Leadership styles and corporate
social responsibility management: Analysis from a gender perspective. Business Ethics: A
European Review, 26 (2). DOI: htps://doi.org/10.1111/beer.12139
Angus-Leppan, T. and Benn, S. (2007). Building a Framework for Implementing Total
Responsibility Management. Proceedings of the 21st Annual Conference of the Australian
& New Zealand Academy of Management, Sydney, Australia.
Angus-Leppan. T., Benn S., and Young, L. (2009). A Sensemaking Approach to Tradeoffs and
Synergies Between Human and Ecological Elements of Corporate Sustainability. Business
Strategy and the Environment (in press).
Antonakis, J., Avolio, B.J., and Sivasubramaniam, N. (2003). Context and leadership: an
examination of the nine-factor full-range leadership theory using the Multifactor
Leadership
Questionnaires.
The
Leadership
Quarterly,
14.
DOI:
http://www.sciencedirect.com, doi:10.1016/S1048-9843(03)00030-4
Avolio, B.J., Bass, B.M., and Jung, D.I. (1999). Re- examining the components of transformational
and transactional leadership using the multifactor leader- ship questionnaire. Journal of
Occupational & Organizational Psychology, 72 (4), 441–462.
Avolio, B.J., Gardner, W.L., Walumbwa, F.O., Luthans, F., and May, D.R. (2004). Unlocking the
mask: A look at the process by which authentic leaders impact follower attitudes and
behaviors. The Leadership Quarterly, 15 (6), 801–823.
Avolio, B.J., Weichun, Z., Koh, W., and Bhatia, P. (2004). Transformational leadership and
organizational commitment: Mediating role of psychological empowerment and
moderating role of structural distance. Journal of Organizational Behavior, 25 (8),
951– 968.
Barker, R. A. (2001). The Nature of Leadership, Human Relations 54(4), 469–494.
Barbuto, J.E. and Brown, L.L. (2000). Full Range Leadership. Cooperative Extension.
Basu, K. and G. Palazzo. (2008). Corporate Social Responsibility: A Process Model of
Sensemaking, The Academy of Management Review 33(1), 122–136.
Bass, B. M. (2000). The future of leadership in learning organizations. Journal of Leadership &
Organizational Studies, 7(3), 18-40. doi:10.1177/107179190000700302
Bass, B.M. and Avolio, B.J. (1990). Developing transformational leadership: 1992 and beyond.
Journal of European Industrial Training, 14 (5), 21–27.
Bass, B.M. and Avolio, B.J. (1993). Transformational leadership and organizational culture.
Public Administration Quarterly, 17 (1), 112–121.
Bass, B.M. and Avolio, B.J. (2008). Manual for the Multifactor Leadership Questionnaire, Manual
and Sampler Set. Menlo Park, CA: Mind Garden.
Bass, B.M., Avolio, B.J., Jung, D.I. and Berson, Y. (2003). Predicting unit performance by
assessing transformational and transactional leadership. Journal of Applied Psychology, 88
(2), 207–218.
Bass, B.M. and Riggio, R.E. (2006). Transformational Leadership. New York: Psychology Press.
Bass, B.M., Waldman, D.A., Avolio, B.J. and Bebb, M. (1987). Transformational leadership and
the falling dominoes effect. Group & Organization Studies, 12 (1), 73–87.
Beck, U. (1997). Subpolitics, Ecology and the Disintegration of Institutional Power. Organisation
& Environment 10(1), 52–65.
73 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Bennis, W. and Nanus (1985). Leaders: The Strategies for Taking Charge. New York: Harper and
Row.
Berenson, L.M., Levine, M.D., and Krehbiel, C.T. (2011). Basic Business Statistics: Pearson
Higher Education.
Bolden, R., Gosling, J., Marturano, A., and Dennsion., P (2003). A review of leadership theory
and competency frameworks. Exeter: Centre for leadership Studies, University of Exeter.
Brown, M. E. and L. K. Trevino. (2006). Ethical Leadership: A Review and Future Directions.
Leadership Quarterly 17(6), 595–616.
Brown, M.E., Trevino, L.K. and Harrison, D.A. (2005). Ethical leadership: a social learning
perspective for construct development and testing. Organizational Behavior and Human
Decision Processes, 97 (2), 117– 134.
Conger, J.A. (1990). The Dark Side of Leadership and Organizational Dynamics, 19, pp. 44-45.
Reproduced in Jeffrey Sonnenfeld (1995) Concepts of Leadership, Aldershot: Dartmouth
Publishing Co. Ltd.
De Hoogh, A. H. B. and D. N. Den Hartog. (2008). Ethical and Despotic Leadership, Relationships
with Leader’s Social Responsibility, Top Management Team Effectiveness and
Subordinates Optimism: A Multi-Method Study. The Leadership Quarterly 19(3), 297–
311.
DeGroot, T., D. S. Kicker and T. C. Cross (2000). A Meta-Analysis to Review Organisational
Outcomes Related to Charismatic Leadership. Canadian Journal of Administrative
Sciences 17(4), 356–371.
Deichmann, D. and Stam, S. (2014). Leveraging transformational and transactional leadership to
cultivate the generation of organizational-focused ideas. The Leadership Quarterly, 26(2),
204-219. DOI: http://doi.org/10.1016/j.leaqua.2014.10.004
De Roeck, K., & Farooq, O. (2017). Corporate social responsibility and ethical leadership:
Investigating their interactive effect on employees’ socially responsible behaviors. Journal
of Business Ethics. Journal of Business Ethics, 151(4), 923-939. DOI:
https://doi.org/10.1007/s10551-017-3656-6
Devore.,J & Peck., R. (2005). Statistics: The explolration and analysis of data. 5th Edition.
Belmont, California: Brooks/Cole-Thompson Learning.
Doh, J. and T. Guay. (2006). Corporate Social Responsibility, Public Policy, and NGO Activism
in Europe and the United States: An Institutional-Stakeholder Perspective. Journal of
Management Studies, Special Issue, Corporate Social Responsibility: Strategic
Implications, 43, 47–73.
Ferrel, O.C., Thorne, D.M & Ferrel, L. (2011). Social Responsibility and Business, 4th Edition
.Cengage Learning pp. 235-236.
Frooman, J. (1999). Stakeholder Influence Strategies. The Academy of Management Review 24(2),
191–205.
Ho, J.A., Ang,Y.H and Tee, K.K. (2015). Institutional Corporate Social Responsibility (CSR)
Practices. Pertanika Journal of Social Sciences and Humanities, Special Issue
Management and Marketing, 23 (S), 17-32.
Howell, J.M. and Avolio, B.J. (1992). The ethics of charismatic leadership: submission or
liberation?. The Executive, 6(2), 43–54.

74 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Howell, J.M and Avolio,B.J. (1993). Transformational leadership, transactional leadership, locus
of control and support for innovation: Key predictors of consolidated-business-unit
performance.
Journal
of
Applied
Psychology,
78(6),
891–902.
DOI:
https://doi.org/10.1037/0021-9010.78.6.891
Jones, T.M. (1995). Instrumental stakeholder theory: A synthesis of ethics and economics.
Academy of Management Review, 20(2), 404–437.
Judge, T.A. and Piccolo, R.F. (2004). Transformational and transactional leadership: A metaanalytic test of their relative validity. Journal of Applied Psychology, 89(5), 755–768.
Kanste, O., Miettunen, J., and Kynga, S. H. (2007). Psychometric properties of the Multifactor
Leadership Questionnaire among nurses. Journal of Advanced Nursing 57(2), 201–212.
doi: 10.1111/j.1365-2648.2006.04100.
Lapar, M.L.A. (1991). Growth and dynamics of small and micro enterprises: Does finance matter?
Paper presented in the Consultation Workshop on the Dynamics of Rural Development,
Philippine Institute for Development Studies, Tarnate, Cavite, 30-31 August.
Linnenluecke M. K., Russell, S. V., and Griffiths, A. (2007) Subcultures and Sustainability
Practices: The Impact on Understanding Corporate Sustainability. Business Strategy and
the Environment. Retrieved from: http://dx.doi.org/10.1002/bse.609.38(3), 268–305.
McWilliams, A. and Siegel, D. (2001). Corporate social responsibility: A theory of the firm
perspective. Academy of Management Review, 26(1), 117–127.
McWilliams, A., Siegel, D.S., and Wright, P.M. (2006). Corporate social responsibility: Strategic
implications. Journal of Management Studies, 43(1), 1–18.
Matten, D. and Moon, J. (2008). ‘Implicit’ and ‘Explicit’ CSR: A Conceptual Framework for a
Comparative Understanding of Corporate Social Responsibility. Academy of Management
Review, 33, 404–424.
Nelson, D.L. and Quick, J.C. (2013). Organizational Behavior. Cengage Learning Asia Pte. Ltd.
pp. 215-217.
Northouse, P.G (2004). Leadership: Theory and Practice (3rd Edition). London: Sage Publications
Ltd.
Pasricha, P., Singh, B., and Verma, P. (2017). Ethical leadership, organic organizational cultures
and corporate social responsibility: An empirical study in social enterprises. Journal of
Business Ethics. https://doi.org/10.1007/s10551-017-3568-5
Shin, S. J. and J. Zhou (2003). Transformational Leadership, Conservation and Creativity:
Evidence from Korea. Academy of Management Journal, 46(6), 703–714.
Siegal, D. (2009). Green Management Matters Only If It Yields Greener: An Economic/Strategic
Perspective. Academy of Management Perspective, 23(3), 5-16.
Thomas, S.,E. (2011). Impact of leadership on the practice of CSR: A study in the private sector:
UAE.
Verissimo, J.M and Lacerda,T.M. (2014) Does Integrity matter for CSR practice in Organizations?
https://doi.org/10.1111/beer.12065
Vitell, S. and Singhapakdi, A. (2007). The Role of Ethics Institutionalization in Influencing
Organizational Commitment, Job Satisfaction, and Esprit de Corps. Journal of Business
Ethics 81(2), 343–353.
Waddock S. (2008). Building a New Institutional Infra- structure for Corporate Responsibility.
Academy of Management Perspectives, 22, 87–108.

75 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Waddock, S. and Bodwell, C. (2007). Total Responsibility Management: The Manual (Greenleaf
Publishing, Shef- field, UK).
Waldman, D. A. and Siegel, D. (2008). Defining the Socially Responsible Leader. The Leadership
Quarterly 19(1), 117–131.
Waldman, D. A., Siegel, D. S., and Javidan, M. (2006). Components of CEO Transformational
Leadership and Corporate Social Responsibility. Journal of Management Studies, 43(8),
1703–1725.
Waldman, D.A., Javidan, M. and Varella, P. (2004). Charismatic leadership at the strategic level:
A new application of upper echelons theory. The Leadership Quarterly, 15(3), 355–380.
Waldman, D.A., Ramirez, G.G., House, R.J. and Puranam, P. (2001). Does leadership matter?
CEO leadership attributes and profitability under conditions of perceived environmental
uncertainty. Academy of Management Journal, 44(1), 134–143.
Waldman, D.A. and Siegel, D. (2008). Defining the socially responsible leader. The Leadership
Quarterly, 19(1), 117–131.
Waldman, D.A., Siegel, D.S. and Javidan, M. (2006). Components of CEO transformational
leadership and corporate social responsibility. Journal of Management Studies, 43(8),
1703–1725.
Williams, R. (1979). Change and stability in values and value systems: a sociological perspective.
In Rokeach, M. (Ed.), Understanding Human Values: 15–46. New York: Free Press.
Yin, R. K. (2003). Applications of Case Study Research, 2nd Edition (Sage, Thousand Oaks).

76 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Investigating the Effects of Leadership Styles on CSR Practices and
Organizational Outcomes
Jose Tiburcio S. Canlas
De La Salle University
jtscanlas@yahoo.com

Abstract
Leadership styles are important to explore because of their impact on institutional CSR
practices and organizational outcomes. This study surveyed 101 employees of various
organizations operating in Pampanga to examine the roles of transformational and transactional
leadership styles in institutional CSR practices and organizational outcomes. The results of the
survey were analyzed through the use of Smart PLS 3.2.8. The results revealed that
transformational leadership positively affects the institutional CSR practices. The results also
revealed that institutional CSR practices positively affects organizational outcomes. The results
revealed, however, that transactional leadership does not moderate the institutional CSR practices
– organizational outcome relationship.
Keywords: Transformational leadership; Transactional leadership; Institutional CSR practices;
Organizational outcomes

Introduction
Corporate responsibility refers to “the degree of responsibility manifested in a company’s
strategies and operating practices as they impact stakeholders and the natural environment day to
day” (Waddock, 2004, p. 10). On the other hand, corporate social responsibility (CSR) is the
“subset of corporate responsibilities that deals with a company’s voluntary/ discretionary
relationships with its societal and community stakeholders” (Waddock, 2004, p. 10)
According to Du, Swaen, Lindgreen and Sen (2013), the extensive CSR efforts are
influenced not only by the belief that firms can contribute to positive social changes but also by
the thinking that CSR practices can reap business returns to the firms. CSR contributes to the firm’s
social legitimacy which in turn enables the steady flow of resources and support from both the
internal and external stakeholders of the firm (Palazzo & Scherer, 2006) that eventually earns
enhanced financial performance to the firm (Luo & Bhattacharya, 2006).
Pursuing CSR activities and initiatives provide corporate gains since this will receive
higher attention and level of trust from the various stakeholders (Vermander, 2014 as cited by
Ming, Tee, & Hua, 2018). CSR activities result to not only the creation of social and
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environmental values but also the generation of profit for the firm. Thus, firms need to invest in
CSR activities in order to get quantifiable outcomes (Ming et al., 2018).
Although there have been a growing number of research studies on the business case of
CSR, they were limited in terms of organizational antecedents to CSR (Angus-Leppan & Metcalf,
2010). Specifically, a research on the relationship between organizational leadership and CSR is
important since the former is needed in framing organizational strategies and practices (Groves &
Larocca, 2011b).
Researchers in the field of responsible leadership have stressed that there are certain
shortfalls in the current leadership theories, specifically in the relationship between leadership and
CSR (Pless & Maak, 2011 as cited by Du, Swaen, Lindgreen, & Sen, 2013). Responsible
leadership theory widens the concept of leadership from “a traditional leader – subordinate
relationship to leader – stakeholder relationships” (Du et al., 2013, p. 156) and affirms that
“building and cultivating…ethically sound relations toward different stakeholders is an important
responsibility of leaders in an interconnected stakeholder society” (Maak & Pleas, 2006, p. 101,
as cited by Du et al., 2013). The need to connect leadership theories and CSR literature necessitate
the conduct of studies that consider a wider range of leadership components and practices,
particularly transformational and transactional leadership styles, as antecedents of CSR practices
(Waldman, Siegel, & Javidan, 2006). Although previous studies have linked different leadership
styles to organizational effectiveness, such as employee job satisfaction and financial returns
(Lowe, Kroeck, & Sivasubramaniam, 1996), no previous research has examined how leadership
styles affect the influence of CSR in promoting positive organizational outcomes (Du et al., 2013).
Much of the literature on CSR is concentrated on justifying in economic terms the various
CSR – related activities. Although important, the emphasis on justifying CSR – related activities
has limited the studies on the antecedents of CSR, particularly leadership styles that generate
corporate responses in this area. The mental frames of the organization’s executives compose the
internal institutional factors that influence the organization’s approach to CSR (Basu and Palazzo,
2008, Waldman et al., 2006, as cited by Angus-Leppan & Metcalf, 2010).
This paper will explain the difference between technical CSR which are directed towards
primary stakeholders and institutional CSR which are directed towards secondary stakeholders.
Considering that institutional CSR may arise from voluntary decisions of organizational leaders,
this paper will focus on the relationship of institutional CSR and organizational leadership styles,
particularly transformational leadership and transactional leadership.
The paper will also explore the roles of reciprocity principle and social identity theory in
the institutional CSR – organizational outcomes relationship. Finally, this paper will also explore
the moderating role of transactional leadership in the institutional CSR – organizational outcomes
relationship.
The following sections will present the research objectives, review of related literature,
framework and methodology, and results, conclusion and limitations.
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Research Objectives
This paper will focus on the following research objectives:
1. To determine whether transformational leadership has an effect on institutional CSR
practices;
2. To determine whether institutional CSR practices have an effect on organizational
outcomes; and
3. To determine whether transactional leadership has a moderating effect on the institutional
CSR practices – organizational outcomes relationship.
Review of Related Literature
Institutional CSR
In the academic literature, the CSR concept takes its roots in the seminal work of Bowen
(1953), Social Responsibilities of the Businessman, where social responsibility was referred to as
“the obligation of businessman to pursue those policies, to make those decisions, or to follow those
lines of action which are desirable in terms of the objectives and values of our society” (p. 6).
Social responsibility was defined by Davis (1960) as the “businessmen’s decisions and actions
taken for reasons at least partially beyond the firm’s direct economic or technical interest” (p. 70).
Since businessmen are managing an economic unit in society, they have the extensive obligation
to society in relation to economic developments that affect the public welfare (Davis, 1960).
Similar to the conceptualization of Davis (1960), Steiner (1975) conceptualized social
responsibility as “a continuum of responsibilities ranging from traditional economic production to
government dictated to a voluntary area and lastly to expectations beyond reality (p. 169).
In 1991, Caroll introduced the “pyramid of CSR” (Carroll, 1991, p. 42) which constitutes
four kinds of social responsibilities specifically economic, legal, ethical and philanthropic
responsibilities (Carroll, 1991). For a diligent person to accept CSR, it should be framed in such
a way that these four kinds of social responsibilities are embraced (Carroll, 1991). Since then the
CSR concept has developed extensively and the current literature contains a remarkable increase
in CSR conceptualizations, each dealing with significant aspects related to the concept (Waddock,
2004; (Waldman et al., 2006).
According to the stakeholder theory (Freeman et al, 2007) a firm deals with both the
primary stakeholders, such as customers, employees and investors, who are necessary to the firm’s
business operations, as well as the secondary stakeholders, such as the community and the natural
environment who can indirectly influence the firm’s business operations (Waddock, 2008 as cited
by Du et al., 2013). Primary stakeholders have valid claims on the firm and its managers and may
enforce urgency and power on those claims. On the other hand, secondary stakeholders have valid
claims on the firm, but may not enforce urgency and power on those claims (Mitchell, Agle &
Wood, 1997 as cited by Godfrey, Merrill, & Hansen, 2009).
CSR activities that are intended for primary stakeholders have the potential to produce
exchange capital which refers to beneficial exchanges between the firm and its primary
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stakeholders. Such CSR activities are not likely to create moral capital since they are in accordance
with the firm’s profit – making interest, and are seen as merely self – serving. They are referred
to as technical CSR (Godfrey et al., 2009).
Since secondary stakeholders lack the urgency and power to enforce their claims on the
firm, it is improbable that CSR activities that target secondary stakeholders are carried out to
produce exchange capital. Such CSR activities are viewed more as voluntary gestures of social
beneficence and provide proof of the firm’s ‘other – regarding’ orientation. They are referred to
as institutional CSR (Godfrey et al., 2009).
Mattingly and Berman (2006) found an empirical support for the theoretical distinction
between technical CSR and institutional CSR after performing exploratory factor analysis on the
Kinder Lydenburg Domini (KLD) investment firm social ratings data set. They discovered a
pattern in the data that differentiated CSR activities that are intended for primary stakeholders,
which they referred to as technical CSR, and CSR activities that are intended for secondary
stakeholders, which they referred to as institutional CSR (Mattingly & Berman, 2006 as cited by
Godfrey et al., 2009). CSR activities are not essentially different but their stakeholder recipients
may differ in many ways, leading to different perceptions of ‘other – regarding’ motivations
(Godfrey et al., 2009). Technical CSR mainly refers to “a firm’s CSR actions in product, employee,
and governance domains, such as actions to enhance product quality and safety, provide employee
benefits, and improve organizational governance” (Du et al., 2013, p. 157). On the other hand,
institutional CSR mainly refers to “a firm’s CSR activities in the community and environment
domains, such as giving back to local communities (e.g., education, arts and culture) and
incorporating environmental concerns in business decisions (e.g., clean technology, and
recycling)” (Du et al., 2013, p. 157).
The current study will focus on institutional CSR for various reasons. Considering that
secondary stakeholders lack the urgency and power to enforce legitimate claims on the firm,
institutional CSR is more probable to result from the voluntary decisions of organization leaders.
Thus, a theoretical investigation of the relationship between leadership styles and institutional CSR
is justified (Du et al., 2013).
Matten and Moon (2008) identified two distinct elements of CSR depending on
institutional influences: implicit CSR and explicit CSR. Implicit CSR refers to “the corporations’
role within the wider formal and informal institutions for society’s interests and concerns. Implicit
CSR normally consists of values, norms and rules that result in mandatory and customary
requirements for corporations to address stakeholder issues and that define proper obligations of
corporate actors in collective rather than individual terms” (Matten & Moon, 2008, p. 409). On
the other hand, explicit CSR refers to “corporate policies that assume and articulate responsibility
for some societal interests. They normally consists of voluntary programs and strategies by
corporations that combine social and business value and address issues perceived as being part of
the social responsibility of the company” (Matten & Moon, 2008, p. 409). The voluntary nature of
explicit CSR makes it closer to institutional CSR. Further, since it is voluntary, it must come from
the voluntary decisions of corporate leaders. This, thus, justifies a theoretical investigation of the
relationship between leadership styles and institutional CSR.
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Leadership Styles and Institutional CSR
Leadership theories that focus on individualized consideration deal with how a leader
relates with individuals in terms of mentoring, coaching and development. If the focus of the
leadership style is on the individual level, it may be difficult to establish its clear relationship to
higher – level organizational phenomena, such as CSR (Waldman et al., 2006). Yukl (1999) raised
this concern as he noted how most leadership theories are focused on the leader influence on small
group phenomena, and not on larger group and organizational processes (as cited by Waldman et
al., 2006). The current study deals on how managers impact the strategic process of the firm,
specifically institutional CSR, instead on the leader – individual relationship (Du et al., 2013). In
connection with the concept that leadership deals with shared mental model, the current study
focuses on leadership styles that are demonstrated by managers not just at the top level, but
throughout the firm (Basu & Palazzo, 2008 as cited by Du et al., 2013).
There are two leadership styles that managers can exhibit: transformational and
transactional (Burns, 1978 as cited by Du et al., 2013). Transformational leaders “articulate a
vision of the future that can be shared with followers, intellectually stimulate followers, and pay
attention to individual differences among employees” (Du et al., 2013, p. 157). Transformational
leaders “broaden the followers’ interests towards transcending self – interests for the good of the
group, increasing awareness about the issues of consequence, and increasing the need for growth
and self – actualization (Waldwan, Bass, & Einstein, 1987, p. 178). On the other hand,
transactional leaders practice contingent reward or management – by – exception. The followers
are made aware of role requirements that they must meet in order to gain rewards or avoid
punishments (Waldwan et al., 1987).
Transformational leaders are likely to be present in highly innovative and fulfilling
organizational cultures. Transformational leaders build on assumptions that every individual is
trustworthy and purposeful and can contribute in a unique way, and that complex problems can be
solved even at the lowest level of the organization. Transformational leaders demonstrate a sense
of vision and purpose. They are not satisfied with the status quo, instead, they work for change
and growth. In doing so, they take personal responsibility for the development of their followers
to their full potential (Bass & Avolio, 1993).
Transformational (but not transactional) leadership is expected to influence more
institutional practices for various reasons.(Du et al., 2013). First, transformational leadership is
associated with altruism while transactional leadership is associated with utilitarianism (Groves &
Larocca, 2011a as cited by Du et al., 2013). Transformational leadership is based on deontological
ethics (moral altruism) and anchors on the “morality of the means rather than the ends” (Groves
& Larocca, 2011a, p. 513). Transformational leaders focus on influencing the followers’ core
attitudes and values in order that they are consistent with the organization’s vision. The
transformation influence is based on the internalized belief of a moral obligation to help others
with no expectation of personal benefit in return (Kanungo, 2001 as cited by Groves & Larocca,
2011a). Transformational leaders maintain that an act is ethical if it is done with a sense of
responsibility and obligation toward other individuals (Kant, 1994 as cited by Groves & Larocca,
2011a). This characteristic of transformational leadership that seeks to address the needs of others
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can be seen in the study of Angus – Leppan (2010) which state that transformational leaders
demonstrate responsible leadership behaviour in advancing the interests of secondary stakeholders
(as cited by Du et al., 2013).
Second, Bass (1998) advocated that transformational leadership is a means of
understanding remarkable performance in organizations. Transformational leadership deals on
how leaders do self – sacrifice in order to achieve long – term benefit for the larger group. In
contrast, transactional leadership deals on satisfying the short – term and self – interest of both the
leaders and followers (Bass, 1998 as cited by Waldman et al., 2006). This suggests that
transformational leadership applies to the larger community that is even bigger than the leader’s
organization, thus entailing a potential relationship to institutional CSR (Bass and Steidlmeier,
1999 as cited by Waldman et al., 2006).
Third, intellectual stimulation has been identified by Bass (1985) as a significant aspect of
transformational leadership. Intellectual stimulation includes leader actions that change the ways
the followers become aware and solve problems, think and imagine, as well as their beliefs and
values. Intellectually stimulating leaders aid the followers to question old assumptions and beliefs
in order that they can be innovative in viewing complex problems and issues (Bass, 1985).
Intellectually stimulating leaders scan and think broadly about the external forces, including the
environment and a wide variety of stakeholders, that impact the organization (Waldman et al.,
2006). These suggest that the intellectual stimulation aspect of transformational leadership
positively impacts institutional CSR. Transformational leaders believe on the interdependence of
the firm with various stakeholders, including the community and natural environment (Du et al.,
2013). This broader view of the firm encourages organizational learning and promotes
institutional CSR practices that consider the demands of various stakeholders (Vera & Crossan,
2004). In contrast, transactional leaders concentrate mostly on keeping the status quo and focus on
constraints and efficiency. They advocate the prevailing shareholder – centric view of the firm
and regard institutional CSR as a distraction from the central objective of maximization of
shareholder value (Du et al., 2013). Summing up, the above discussion indicates that
transformational leadership positively influences institutional CSR practices.
Institutional CSR and Organizational Outcomes
Extant literature shows that institutional CSR can provide positive organizational outcomes
such as stronger stakeholder relationships, positive corporate image and goodwill (Godfrey et al.,
2009 as cited by Du et al., 2013).
The study of Bhattacharya, Korschum and Sankar (2009) adopted the definition of CSR by
Kotler and Lee (2004, p. 2003) that it is “a commitment to improve community well – being
through discretionary business practices and contributions of corporate resources”, which falls
closely under the definition of institutional CSR. The impression that institutional CSR initiatives
can generate positive returns to the company is supported with a growing body of evidence that
individuals from a wide array of stakeholders reward companies that engage in institutional CSR
(Bhattacharya, Korschun, & Sen, 2009). Existing literature indicates that institutional CSR
initiatives are successful in providing returns to the company because they foster strong and
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enduring relationships with stakeholders (S. Waddock & Smith, 2000 as cited by (Bhattacharya
et al., 2009).
The reciprocity principle can lead stakeholders who have benefited from institutional CSR
initiatives to build a strong connection with the company. Reciprocal exchanges of information
and action that can nourish the bonds between the stakeholders and company set in motion when
the stakeholders learn about or participate in company – sponsored CSR initiatives. When
stakeholders derive benefits from the CSR initiatives of the company, they feel a social norm to
reciprocate these benefits. The act of reciprocating the benefits received has been demonstrated to
have a distinct explanatory power in various stakeholder – company relationships (Bhattacharya
et al., 2009).
Social identity theory describes how individuals consider themselves as members of
organizations or social groups. Identification refers to a sense of unity between the individual’s
self – concept and their concept of the organization with which they view themselves a member
(Dutton, Dukerich, & Harquail, 1994 as cited by Bhattacharya et al., 2009). Identification is
improved by means – end benefits related to CSR because when the CSR initiatives benefit the
stakeholders, these stakeholders take it that the company understands their needs (Bhattacharya et
al., 2009). In this connection, stakeholders can steadily identify with organizations leading to
positive organizational outcomes such as “advocacy, helping behaviors toward other
organizational members and product purchase” (Bhattacharya et al., 2009, p. 264). Summing up,
the above discussion indicates that institutional CSR positively influences organizational
outcomes.
Transactional Leadership, Institutional CSR, and Organizational Outcomes
Transactional (but not transformational) leadership can escalate the positive influence of
institutional CSR on organizational outcomes for various reasons. Transactional leaders are more
likely to use a transactional, input – output attitude to the domain of CSR and seek to widen the
societal impact of CSR initiatives. Transactional leaders are more proficient in implementing tasks,
set CSR – related objectives, communicate rewards of CSR activities to organizational members,
and consistently give them positive feedback to keep them on – track throughout the execution
period of institutional CSR activities (Du et al., 2013). This transactional management of
institutional CSR activities will likely increase societal welfare which will in turn, lend credibility
to the organization’s CSR activities, enhancing its socially responsible image and stakeholder
relationships (Godfrey et al., 2009 as cited by Du et al., 2013).
The effective execution of institutional CSR practices necessitates that the organization
capitalizes on its core business competence to derive positive outcomes. While transformational
leadership is more applicable for competence exploration, transactional leadership is more
applicable for competence exploitation (Vera & Crossan, 2004 as cited by Du et al., 2013).
Transactional leadership also gives importance to convergent thinking, continuity and efficiency
(Bass, 1985; Vera & Crossan, 2004, as cited by Du et al., 2013). Aware of the benefits that the
organization can derive from its core business competence, transactional leaders can maximize the
positive outcomes to the organization of institutional CSR (Du et al., 2013). Summing up, the
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above discussion indicates that transactional (but not transformational) leadership positively
moderates the relationship between institutional CSR practices and organizational outcomes.
Synthesis
According to Waldman et al. (2006), it was necessary to conduct studies that considered
transformation and transactional leadership styles as antecedents of CSR practices. And as
mentioned in the introduction, although previous studies have linked different leadership styles to
organizational effectiveness, such as employee job satisfaction and financial returns (Lowe et al.,
1996), no previous research has examined how leadership styles affect the influence of CSR in
promoting positive organizational outcomes (Du et al., 2013).
The study conducted by Waldman et al. (2006) found out that intellectual stimulation
which is one component of transformational leadership positively affected CSR. This study of
Waldman et al. (2006) did not investigate transactional leadership or other components of
transformational leadership such as charisma and individualized consideration as potential
antecedents of CSR. Further, this study of Waldman et al. (2006) focused on CEO leadership only
and did not consider the leadership styles by management in general.
The study conducted by Du et al. (2013) investigated both transformational and
transactional leadership styles by management in general as possible antecedents of CSR. The
authors found out that “firms with greater transformational leadership are more likely to engage in
institutional CSR practices, whereas transactional leadership is not associated with such
practices”(Du et al., 2013, p. 155). The authors also found out that “transactional leadership
enhances, whereas transformational leadership diminishes, the positive relationship between CSR
practices and organizational outcomes” (Du et al., 2013, p. 155).
The current study was anchored on the study of Du et al., in order to contribute on the
literature on how transformational and transformational leadership styles influence a firm’s
institutional CSR practices and organizational outcomes. The current study examined a theoretical
framework pertaining to (1) how transformational (but not transactional) leadership positively
affects institutional CSR practices, (2) how institutional CSR practices positively affects
organizational outcomes, and (3) how transactional (but not transformational) leadership
influences the relationship between institutional CSR practices and organizational outcomes.
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Framework and Methodology
Conceptual Framework

H
1

H
2

H
3

Figure 1. Conceptual framework
Figure 1 outlines the hypotheses used in this research paper. It shows that transformational
leadership positively affects institutional CSR practices. It also shows that institutional CSR
practices positively affects organizational outcomes. Finally, it shows that transactional leadership
moderates the institutional CSR practices – organizational outcomes relationship. The relationship
is greater for organizations with higher transactional leadership.
Hypotheses
The conceptual framework in Figure 1 demonstrates the relationships of variables
hypothesized in this study. The hypotheses are:
H1 Transformational leadership positively affects the firm’s institutional CSR practices;
H2 Institutional CSR practices positively affect organizational outcomes; and
H3 Transactional leadership moderates the institutional CSR practices – organizational outcomes
relationship.
Data Collection
Data were collected from a survey of employees from various organizations based in
Pampanga. The respondents are personally known to the researcher and they were screened based
on their functional roles in their respective organizations to ensure that they are capable of
answering the survey questions based on their professional work experience, knowledge of
management policies, and access to organizational performance data. Qualified respondents were
85 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

reached via e-mail with the invitation to participate in the google online survey. The respondents
were requested to answer a lengthy questionnaire that included questions and statements on
demographics, leadership styles, CSR practices and organizational outcomes.
Table 1
Characteristics of respondents based on gender, civil status, industry and job level
Sample
Demographics
Category
N
%
Gender
Civil Status

Industry

Job Level

Male
Female
Single
Married
Separated
Widowed
Service
Manufacturing
Trading
Managerial
Supervisory
Staff

61
40
61
38
1
1
87
7
7
32
24
45

60.40
39.60
60.40
37.62
.99
.99
86.14
6.93
6.93
31.68
23.76
44.55

Table 2
Characteristics of respondents based on age
Demographics

Mean

SD

Age

33.73

9.85

Measures
The three dimensions of transformational leadership are charisma, intellectual stimulation
and individualized consideration (Bass, 1985; Waldman et al., 2006). Charisma (12 items)
“provides followers with a clear sense of purpose that is energizing, is a role model for ethical
conduct and builds identification with the leaders and his or her articulated vision” (Avolio, Bass,
& Jung, 1999, p. 444). Intellectual stimulation (4 items) “gets followers to question the tried and
true ways of solving problems, and encourages them to question the methods they use to improve
upon them” (Avolio et al., 1999, p. 444). Individualized consideration (4 items) “focuses on
understanding the needs of each follower and works continuously to get them to develop to their
full potential (Avolio et al., 1999, p. 444).
In this study, transformational leadership was measured using the items for charisma and
intellectual stimulation from Bass and Avolio (2000) and by using a 5 – point likert scale. The
dimension of individual consideration was excluded from the measures of transformational
leadership because individual consideration deals on how a leader mentors, coaches or helps
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develop individual followers and is not conceptually related to the organization’s strategic decision
– making, such as the design and execution of institutional CSR practices. Because of the focus
on the individual, it is difficult to establish a conceptual relationship with higher – level
organizational programs, such as CSR (Waldman et al., 2006).
Transactional leadership was measured using items of contingent rewards and
management by exception – active (MBEA) from Bass and Avolio (2000) and by using a 5 – point
likert scale. Contingent rewards “clarify what is expected from followers and what they will
receive if they meet expected levels of performance” (Avolio et al., 1999, p. 444-445).
Management by exception – active (MBEA, 4 items) “focuses on monitoring task execution for
any problems that might arise and correcting these problems to maintain current performance
levels” (Avolio et al., 1999, p. 445).
The items to measure transformational leadership and transactional leadership were
presented in the survey questionnaire under the section leadership style. The first and second
statements are for transformational leadership, while the third statement is for transactional
leadership. This pattern was applied uniformly to all the leadership style questions.
In line with previous literature, such as in the studies of Godfrey et al. (2009) and Mattingly
and Berman (2006), this study was limited to community and environmental activities to measure
institutional CSR practices. The 12 items to measure institutional CSR practices were taken from
the study of Du et al. (2013). The questionnaire used a 7 – point likert scale.
The four items that were used to measure organizational outcomes were adopted from
previous literature (Brown & Dacin, 1997; Sen & Bhattacharya, 2001). These four items
determine the firm’s performance in the areas of stakeholder relationship, firm reputation and
visibility (Du et al., 2013). The questionnaire used a 5 – point likert scale.
Data Analysis
Data analysis was performed using Smart PLS 3.2.8. Descriptive statistics were computed
for all constructs. Correlations among constructs were also performed. Direct effect analyses were
performed to test Hypothesis 1 and Hypothesis 2. Finally, moderated regression was performed
to test Hypothesis 3.
Ethical Consideration
The respondents were emailed to answer the questionnaire through google online survey.
The email cover letter assured the respondents that their answers would be completely confidential
and anonymous and that the data analysis would be made at the aggregate level. The following
were also seriously considered:
1. The respondents did not involve students who received course credits for their participation.
2. The survey did not include respondents who were below 18 years old or those who were unable
to give their informed consent.
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3. There was no possibility that the research could induce physical and/ or psychological harm to
the participants. There was also no possibility that they would experience pain or some
discomfort as a result of their participation to the survey.
4. The respondents were not deliberately falsely informed or made unaware of the real purpose
of the survey.
5. The questionnaire did not involve sensitive questions or topics such as sexual activity,
substance abuse or mental health.
6. Financial inducements were not offered to respondents to participate in the survey.
Results, Conclusion and Limitations
Results
Descriptive statistics such as means, standard deviations and correlations of the study
constructs were performed. Results of are shown in Table 3.

Table 3
Results of descriptive analysis and correlations

Mean SD
1.
Transformational 4.02
.61
Leadership
2. Institutional CSR 5.30
1.06
Practices
3.
Transactional 3.76
.64
Leadership
4.
Organizational 4.03
.74
Outcomes
*Correlation is significant at p<.05.

Correlation between constructs
1
2
3
1
.5889*

1

.7427*

.5225*

1

.6571*

.7417*

.4158*

4

1

Hypothesis 1 was tested using linear regression model. In Hypothesis 1, the researcher
predicted that transformational leadership positively affects the institutional CSR practices.
Results showed that transformation leadership positively affects the institutional CSR practices
(b=.657, p =0).
Hypothesis 2 was tested using linear regression model. In Hypothesis 2, the researcher
predicted that institutional CSR practices positively affect organizational outcomes. Results
showed that institutional CSR practices positively affect organizational outcomes (b=.657, p=0).
Hypothesis 3 was tested using moderated regression model. In Hypothesis 3, the researcher
predicted that transactional leadership moderates the institutional CSR practices – organizational
outcomes relationship. Results showed that transactional leadership does not moderate the
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institutional CSR practices – organizational outcomes relationship (b=-.263, p=.292). Hypothesis
3 was not supported by the results.
Conclusion
This study sought to develop and test a theoretical framework in relation to (1) how
transformational leadership positively affects institutional CSR practices, (2) how institutional
CSR practices positively affect organizational outcomes, and (3) how transactional leadership
moderates the institutional CSR practices – organizational outcomes relationship.
Through an online survey of employees of organizations based in Pampanga, the researcher
found out that organizations with higher transformational leadership are more likely to engage and
be involved in institutional CSR practices. The researcher also found out that organizations with
greater institutional CSR practices are more likely to reap positive organizational outcomes.
However, this study was not able to support the moderating role of transactional leadership on the
institutional CSR practices – organizational outcomes relationship. This is contrary to the findings
of Du et. al (2013) which state that transactional leadership intensifies the positive relationship
between institutional CSR practices and organizational outcomes.
Limitations
The use of a small sample size puts some limitations to this study. The significance of the
relationships of variables may change in case the study will use a larger and varied sample size.
Further, the study used only management by exception (MBEA) to measure transactional
leadership. Other studies must consider the role of contingent rewards, which is another
component of transactional leadership, on institutional CSR practices and organizational
outcomes.
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Abstract
This study attains to identify the impact of corporate performance on environmental
accounting of publicly listed manufacturing industries in the Philippines. Cross-panel data
approach was used to determine the impact of corporate performance (return on capital employed,
net profit margin, dividends per share, and earnings per share) on environmental accounting.
After various diagnostic tests performed, the researcher utilized regression estimations in
analyzing the secondary data acquired from the audited annual reports of publicly listed
manufacturing companies in the Philippines for the years 2015 to 2017. Amongst the variables,
results exhibited significant positive relationship and impact of net profit margin and dividends
per share on environmental accounting.
Key Words: Environmental Accounting, Corporate Performance, Return on Capital Employed,
Net Profit Margin, Dividends per Share, Earnings per Share

Introduction
In contemporary years, most of manufacturing industries facade a pioneering sanity.
Predominantly, most of the aforementioned companies tend to focus not only on price and quality
of their products but also on the ethical conduct towards the environment (Yamaguchi et al., 2014).
Consequently, many of those industries are concerned about the notion of environmental
accountability focused on the parameter, investigation and proliferation of environmental
information. According to Jamison et al. (2005), it is implicit by environmental obligation that the
environmental commitment in which the organization works has transparency and responsibility
with their processes. Additionally, with regard to this matter, it is also the responsibility to cover
any environmental allegations of the organization, minimize the negative impacts and maximize
the productivity of their assets (Bisschop, 2010; He and Juan, 2009).
In this perspective, in order to appraise the economic and financial situation of an
organization, environmental accounting is a prospect that allows the registration of environmental
heritage, as well as conjectures taking into account the effects caused to the environment by the
organization and as a provision for decision making (Bergamini Júnior, 1999).
In the intervening time, environmental problems have become all-inclusive. As a result,
numerous encounters at different altitudes, such as organizational, regional, and national have been
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attributed to environmental accounting. At any level, environmental activities are interconnected
with the business sector, such that the corporate features of environmental accounting are vital
topics of research, by which this paper examined the challenges with respect to environmental
activities. Specifically, this paper aims to determine the impact of corporate performance
represented by return on capital employed, net profit margin, dividends per share, and earnings per
share on environmental accounting explicitly with various environmental costs which are the
amount spent on environmental protection and restoration.
This study assumed that the financial statement items (i.e., net income, equity and total
assets) are not materially misstated. Moreover, the financial statements prepared by the companies
comply with the generally accepted accounting principles of the Philippines and Philippine
Financial Reporting Standards and firms affect the environment, directly or indirectly, through its
business activities. Lastly, management has the option and prerogative to disclose relevant
environmental accounting information.
In view of that, research hypotheses were formulated to answer the objectives of the study
in assessing the impact of corporate performance on environmental costs. Hypotheses relating to
the impact of environmental accounting, in terms of costs, on return on capital employed, net profit
margin, dividends per share and earnings per share are as follows:
Ho1: Environmental costs has no significant effect on return on capital employed;
Ha1: Environmental costs has a significant effect on return on capital employed;
Ho2: Environmental costs has no significant effect on net profit margin;
Ha2: Environmental costs has a significant effect on net profit margin;
Ho3: Environmental costs has no significant effect on dividends per share;
Ha3: Environmental costs has a significant effect on dividends per share;
Ho4: Environmental costs has no significant effect on earnings per share;
Ha4: Environmental costs has a significant effect on earnings per share;
Because of the increasing debates in the need for environmental accounting and its
disclosure by the firms, this study is considered beneficial to the Philippine government since
regulatory bodies of the Philippine government may benefit from this study through assessment of
the status quo of local and national environmental accountability of firms. To the public, as a
stakeholder of any business activity, especially dealing with the environment, consciousness of
corporate actions’ and its impact on the environment is also their business. Due to the increasing
awareness on environmental accounting, this paper may serve as additional source of information
useful for the study of the environmental accounting status of publicly listed manufacturing
companies in the Philippines. This will be valuable addition in the collection of related literature
concerning corporate social responsibility on the environment and its effect on corporate
performance.
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Review of Related Literature
Principally, the ecological and central responsibility of significant various entities and
sectors in the world for their business activities is becoming unequivocal. Aside from the vast
importance of finance and production area of business activities, companies seek to also improved
and innovate their environmental and social obligations which in the long run can basically
improve performance. As elaborated by Das (2016), the environmental and natural resources are
considered invaluable or priceless. Hence, these scarce resources should be managed efficiently
and effectively to maintain sufficient supply. As a result to this preservation, propagation and
conservation, a new era of accounting under the headline “Environmental Accounting” has
emerged.
Environmental Accounting, definition and concepts. Makori and Jangongo (2013)
distinctively depicted environmental accounting as the ability to deliver truthful data in the
financial statements regarding the projected communal cost occasioned by how much deliberate
intermediation cost had been incurred and the assembly externalities on the environment to channel
the opening between the marginal social cost and the minimal private cost by an organization.
Furthermore, it comprises the, quantification, identification and distribution of environmental
costs, and the incorporation of these costs into business and incorporates the way of collaborating
such information to the companies’ interested parties (Makori and Jangongo, 2013). In this sense,
it is a wide-ranging approach to make sure that good corporate governance which includes
transparency is unified in its societal activities (Gray et al. 1993).
Moreover, Pramanik et al. (2007) demarcated it is a scheme that endeavors to make the
best conceivable quantitative calculation in terms of physical and monetary units of the costs and
benefits to a firm because of various environmental preservation and conservation activities that it
assumes. Meanwhile for Martins et al. (2010), environmental accounting basically recognizes
costs, expenses and possible environmental proceeds related to the activity different industries
which encompasses manufacturing patrimony in the accounting parlance of particular assets and
liabilities.
Deegan (2013) alternatively depicted environmental accounting as a field that identifies
resource use, measures and communicates costs of a company’s or national economic impact
on the environment . On the other hand, Akhaiyea (2009) provides a delineation of the concept
of environmental accounting incorporating several perspectives. He notes that in the context of
national income accounting, environmental accounting indicates natural resource accounting
which is concerned with the statistics of a nation’s or region’s consumption of natural resources.
It also takes into account the extent, quality and valuation of natural resources which are either
renewable or nonrenewable. In the context of financial accounting, environmental accounting
connotes the preparation of financial reports to external users using Generally Accepted
Accounting Principles (GAAP). This is financial reporting to external users conveying the impact
on environment and activities impacting on eco-efficiency.
Also, Yakhou and Dorweiler (2004) are of the opinion that environmental accounting
indeed exerts considerable influence over corporate performance, and disclosure of environmental
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issues in the financial statement is becoming an important requirement for a company to fulfill in
order to satisfy the information needs of its stakeholders.
Environmental Accounting in the Philippines. In the Philippines, three phases of the
Environmental and Natural Resources Accounting Project (ENRAP) have been implemented. The
current Phase 4 includes more policy exercises, regional analysis and initial institutionalization.
Findings of ENRAP include key areas, namely: waste disposal services, pollution loads and control
costs; pollution damage; natural resource depreciation; and non-market household production.
Various applications to national policy and site-specific concerns have arisen from the ENRAPgenerated database. Improvements in pollution management and shifts to better production
technologies are called for with the anticipated high growth rates and trade liberalization.
Bartelmus (1999) presented his findings about “green accounting” project in the
Philippines, such that environmental accounts: (1) present evidence of sustainable economic
performance in the country during the period covering 1988 to 1994; (2) provide information for
environmental cost internalization; (3) may guide investment to environmentally sound production
processes; and (4) help to specify and monitor policies of natural wealth conservation, distribution
and management. Bartelmus (1999) concluded that environmental accounts help to assess the
sustainability of economic growth in terms of broadly defined capital maintenance. The
sustainability of development, however, would have to be measured by alternative or
supplementary physical indicators linked to quantifiable standards or targets.
Environmental Compliance and Responsibility. Regardless of the medium of reporting,
companies are bound to satisfy country specific or international reporting standards and
requirements. It is important to understand as to how far standard setting improves credibility in
reporting through major surveys. However, most studies are based on content analysis of annual
reports (Makori and Jangogo, 2013).
Environmental responsibility comes with the duty of covering environmental implications
of organizations, products and facilities, eliminating wastes and emissions, maximizing efficiency
and productivity of resources and practices that can minimize and negatively affect the usage of
resources of the country for future generations (He and Juan, 2009). In addition, (Trennepohl,
2009) argues that while environmental responsibility includes set of individual or organizational
attitudes towards the sustainable development of the planet, these attitudes should take into
account the economic growth set to the environment nowadays and for future generations, thereby
assuring sustainability.
Hence, with environmental responsibility of organizations, they are committed to take into
account the environmental aspects in their decision processes; and involved to environmental
awareness, clear information, measuring and audit, and in fact to go beyond legislation and
regulations. Furthermore, responsibility of an organization is extended with respect to the parties
interested in knowing the environmental consequences of activities and long-term needs for the
environment in order to avoid influence the sustainability of future generations. It gives
information about environmental responsibility of organizations and how it is related with social
responsibility and sustainable development (Bisschop, 2010).
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Environmental Costs. Numerous studies have provided understandings into the
relationship between environmental variables and financial performance. Fujii et al. (2013) find a
significant positive relationship between financial performance measured by return on assets and
environmental performance based on CO2 emissions. Similarly, Hatakeda et al. (2012) analyze
the relationship between a firm's greenhouse gas (GHG) emissions and its profitability in Japanese
manufacturing industry. The analysis indicates that firms with low firm-specific uncertainty, high
financial flexibility, and a high proportion of large shareholders tend to have a nonnegative net
benefit, leading to a positive relationship between their GHG emissions and profitability. The
environmental performance of a listed firm could affect its level of investment in pollution
prevention and its access to financial markets.
Kagata (2005) also observed the relationship between environmental performance (EP) and
financial performance (FP) of Japanese firms in the manufacturing industry for a five-years period.
The results showed that firms classified as high EP and high FP had higher financial performance
and lower financial risk than firms classified as low EP and high FP. This meant that positively
working on environmental problems had already become a necessary requirement for firms to
maintain high financial performance. Kimbara (2010) find the relationship between environmental
and economic performance constitutes an inverted-U type, implying that efforts to improve
environmental performance are accompanied by increasing economic benefits at the onset, but
beyond a certain point, the relationship turns into one of trade-off. The results of analysis also
indicate differences between the chemical and electrical equipment industries.
Foregoing studies using Tobin’s q that explore market response to environmental
performance do not distinguish between the impact of performance on investment and market
response, which may lead to misleading conclusions. To overcome this problem, Hibiki and
Managi (2010) simultaneously estimated the functions of intangible assets, replacement costs, and
toxic chemical risks. They find that the Japanese financial market does not value risk associated
with toxic chemical releases. Nevertheless, even without market valuation, firms increase
investment to reduce pollution. Regarding the relationship between social responsibility and firms’
intangible assets, Managi and Yagi (2008) find positive correlation with compliance of the law,
firms’ culture, and rules of organizations, transportation, and sustainable management. Nishitani
et al., (2011a) examine the effect of the reduction of GHG emissions on firm value. Using data on
641 Japanese manufacturing firms in the period 2006–2008, the random effect instrumental
variable estimate supports the view that firms with strong market discipline imposed by
stockholders/investors are more likely to reduce GHG emissions and, consequently, firms that
reduce more GHG emissions are more likely to enhance firm value. Chujo (2006) found that the
amount of environmental accounting information significantly reduces the cost of equity capital,
after controlling for market beta, firm size, growth and profitability measures.
Theoretical Perspectives. During this time, a number of theories such as stakeholder
theory, political economy theory, and legitimacy theory, were employed with the aim of
explaining rather than simply describing social and environmental accounting and reporting
practices (Owen, 2008). According to stakeholder theory, economic performance of a firm affects
management’s decision to engage in environmental accounting and also disclose the outcomes.
When companies are not performing well, economic demands take precedence over social and
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environmental responsibility expenditures (Roberts, 1992). Meanwhile, the institutional
framework emphasizes the importance of regulatory, normative and cognitive factors that affect
firms’ decisions to adopt a specific organizational practice (Yang et al. 2015). In addition, a process
of legitimating may be engaged in by a company either to gain or to extend legitimacy, to maintain
its level of current legitimacy, or to repair or to defend its lost or threatened legitimacy
(O’Donovan, 2002).
Corporate Performance. Corporate performance is a composite assessment of how well
an organization executes on its most important parameters, typically financial, market and
shareholder performance. On the other hand, corporate performance analysis is a subset of business
analytics/business intelligence (BA/BI) that is concerned with the "health" of the organization,
which has traditionally been measured in terms of financial performance. However, in recent years,
the concept of corporate health has become broader. Like the concept of business sustainability,
corporate health is now considered to involve not only financial considerations but also other
factors including social responsibility and reputation, innovation, employee morale and
productivity. As such, performance is no longer measured only on key performance indicators
(KPI) such as revenue, return on investment (ROI), overhead and operational costs (Rouse, 2015).
In this undertaking, the researcher made use of four predictors which are returned of capital
employed, net profit margin, dividend per share and earnings per share consistent with the
aforementioned concepts of corporate performance indicators.
Environmental Accounting and Other Performances. The findings from the study of
Klassen and McLaughlin (1996) indicated that significant positive returns were measured for
strong environmental management as indicated by environmental performance awards, and
significant negative returns were measured for weak environmental management as indicated by
environmental crises. In line with this, a discrete undertaking was conducted by Ezeagba (2006)
in which it revealed that there is a significant relationship between environmental accounting
disclosures and return on equity of selected companies. It also revealed a negative relationship
between environmental accounting disclosures and return on capital employed and net profit
margin of selected companies. Based on these findings, the researcher recommends among others,
that firms should adopt uniform reporting and disclosure standards of environmental practices.
This will enhance control and measurement of performance. The study also advocates that firms
(especially smaller ones), should be encouraged to disclose their environmental practices in their
annual reports in order to enhance their competitiveness which would subsequently, lead to higher
corporate performance.
Moreover, results reveal that there exists a significant relationship between environmental
accounting disclosure and firm’s financial performance when environmental accounting is
moderated by firm-specific variables such as firm size, industry type and auditor firm type (CheAhmad, 2015). While net profit margin and dividend per share show a positive relationship, return
on capital employed and earnings per share exhibit negative relationships with environmental
accounting (Makori, 2013).
However, Jaggi and Freedman (1992) examined the long-term relationship between
environmental performance and corporate performance, using the percentage change in three
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pollution measures and various accounting ratios as empirical proxies for environmental
performance and corporate performance, respectively. The results give credence to the existence
of no significant association. The authors note that this observed lack of significance could have
resulted from a negative association between the variables of interest that effectively countered
any positive association suggested by earlier studies. An inverse relation between environmental
and corporate performance is in line with the orthodoxy associated with traditional economic
thought that depicts this relation as a tradeoff between the firm’s profitability and acting on its
environmental responsibility.
Razeed (2009) argued that the economic performance (measured by profitability) of firms
is critical in the decision to engage in environmental disclosure. However, the relation between
environmental performance and economic performance is founded on contradictory theoretical
support that the prior empirical research has failed to clarify. It is imperative to note that
profitability could have influence on the decision of companies to disclose environmental
information. In a similar vein, (Bassey et al.,2013), investigated the impact of environmental
accounting and reporting on organizational performance of selected oil and gas companies in Niger
delta area of Nigeria using Pearson product moment correlation, and found out that environmental
cost to be positively significant with organization performance.
Methodology
Data for this research study were secondary data generated only from audited annual
reports (financial statements and notes to financial statements) and accounts of listed
manufacturing industries in the Philippines quoted on Philippine Stock Exchange for the years
ended 2015-2017. Moreover, the eventual undertaking also utilized a cross-panel data research
design. The audited environmentally-disclosed information was obtained using content analysis.
The use of content analysis method in this research work was based on its popularity and suitability
in measuring a company’s social environmental disclosure in annual audited reports (Milne and
Adler, 1999). Three different estimation regression will be used to analyze the data: (i) Ordinary
Least Square (OLS) method; (ii) Fixed Effects Model (FEM), and; (iii) Random Effects Model
(REM) through the aid of statistical software (StataMP 13).
Model Specifications. Specifically, the model specified for the study examined the effect
of environmental accounting on corporate performance. The full econometric model and structural
equation takes the multiple linear regression form is denoted and given by:
ENVC

=

β0 + β1ROCE + β2NPM + β3DPS + β4EPS + Ɛ

ENVC = ƒ(ROCE, NPM, DPS, EPS,)
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Where:

ENVC = Environmental Costs of Companies
ROCE = Return on Capital Employed
NPM = Net Profit Margin
DPS = Dividend per Share
EPS = Earnings per Share

β0, β1, β2, β3 and β4 are the parameters to be estimated and Ɛ is the error term. The random
error term is added in the equation to take into account all other pertinent factors excluded in the
model. The variable specifications are discussed comprehensively in the subsequent sections. The
datasets will be treated as numerical variables for the purposes of the given econometric model.
Moreover, according to the Environmental Accounting Guidelines 2002, environmental
costs (ENVC) refer to the investment and costs, measured in monetary value, allocated for the
prevention, reduction, and/or avoidance of environmental impact, removal of such impact,
restoration following the occurrence of a disaster, and other activities. This includes various
categories which are business area, upstream and downstream, administration, research and
development, social activity, environmental remediation and other costs. Return on capital
employed (ROCE) is a financial ratio that measures a company's profitability and the efficiency
with which its capital is employed. ROCE is calculated as: earnings before interest and tax (EBIT)
divided by capital employed. Net profit margin, or net margin, is equal to net income or profits
divided by total revenue and represent how much profit each peso of sales generates. It is also the
ratio of net profits or net income to revenues for a company, business segment or product computed
as: net profit/income divided by total revenues. Dividend per share (DPS) is the sum of declared
dividends issued by a company for every ordinary share outstanding. To compute, dividends paid
must be divided by the number of ordinary shares outstanding. While, earnings per share (EPS) is
the portion of a company's profit allocated to each outstanding share of common stock calculated
by deducting the dividends on preferred stock from the net income then divided by the weighted
average outstanding shares.
Table 2
Summary and Descriptive Statistics
Variables
Mean
Std.
Min
Dev.
ENVC
1678.5
0.60
221
ROCE
52.12
0.54
17
NPM
6.54
0.23
2.11
DPS
0.87
0.45
0.03
EPS
7.34
0.33
2.21

Max
6522
87.8
14.58
4.89
35.67

Summary and Descriptive Statistics below shows the summarized tabulations of the
variables used in this study and presents the descriptive statistics of each variable.. Based from the
measures of central tendencies indicated above, the standard deviation which measures the amount
of variation or dispersion of a set of data values of all the variables resulted to a lower level of
variation and dispersion. This means that the data points are not further from the mean that
indicates good diffusion of the observations. Additionally, net profit margin has the lowest
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standard deviation of 0.23 while the return on capital employed garnered the highest standard
deviation of 0.54 which definitely have an effect on the results and findings of the undertaking.
Results and Discussion
Initial Regression. The datasets used in this study is a panel data since it includes
information across both entity (e.g. companies) and time (e.g. year). The researcher used three
different estimation regression test to analyze our panel data: (i) Ordinary Least Square (OLS)
method; (ii) Fixed Effects Model (FEM), and; (iii) Random Effects Model (REM).
Using STATA, the comparative table below shows the regression results using OLS, FEM,
and REM:
Table 2
Comparative Table of Different Linear Models
(1)
(2)
(3)
Variables
OLS
Fixed
Random
Effects
Effects
ROCE
-0.129
0.294 0.217**
(0.171)
(0.383)
(0.109)
NPM
0.263***
0.0785 0.111**
(0.0926) (0.0696) (0.0448)
DPS
0.543*** 0.572*** 0.508***
(0.0671)
(0.145) (0.0653)
EPS
-0.104
0.0356 0.00641
(0.114) (0.0263) (0.0373)
Constant
6.619**
6.715* 6.440***
(2.656)
(3.598)
(1.131)
Observations
96
96
R-squared
0.632
0.995
Adjusted R-squared
0.625
0.991
Number of company
32
Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

96

Ordinary Least Square (OLS) method. Referring to the results above, among four
regressors, only NPM and DPS are statistically significant at 1% level of significance. This implies
that these variables have positive relationship with environmental costs to companies. This follows
that a unit increase in the net profit margin will lead to 26.3% growth in environmental cost in a
company. Similarly, there will be a 54.3% rise in environmental costs if the dividend per share
improves a notch. The results validated the a-priori expectations stated in the study beforehand.
The remaining two explanatory variables have p-values greater than 0.05. Thus, there is
weak evidence against the null hypothesis and it should not be rejected. This would also mean that
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the constant coefficient of each variable – ROCE and EPS – is insignificant and has no significant
effect on the flow of environmental costs. Such that, an increase ROCE and EPS will result to 12.9% and -10.4% growth in environmental costs, respectively.
The derived R-squared and adjusted R-squared in the initial model is 63.2% and 62.5%,
respectively. Thus, the model explains 63.2% of the variation in the ENVC. Taking into account
the number of independent variables, the adjusted R-squared of the model is 0.625 or 62.5% of the
variation of environmental costs can be explained by the model. Lastly, the p-value from the F test
is at 0.0000, which implies that the model is able to explain the relationship of the regressors to
the regressand quite well, and is indeed significant.
Fixed Effects Model. Fixed effects model (FEM) is used to analyze the impact of variables
that vary over time. It explores the relationship between predictor and outcome variables within a
company. Each entity has its own individual characteristics that may or may not influence the
predictor variables. In using FEM, it is assumed that something within the company may impact
or bias the predictor or outcome variables and this need to be controlled. This is the rationale
behind the assumption of the correlation between entity’s error term and predictor variables. FEM
removes the effect of those time-invariant characteristics so it can assess the net effect of the
predictors on the outcome variable. Another important assumption of the FEM is that those timeinvariant characteristics are unique to the company and should not be correlated with other
company’s characteristics.
Based on the values above, only DPS has a significant influence on environmental costs
with p-value of 0.00 at 99% confidence interval. The above table shows that there will be a 57.2%
increase in DPS to ENVC; its t-value is 3.95. The t-values test the hypothesis that each coefficient
is different from 0 and a t-value of higher than 1.96, for a 99% confidence, proves that the variable
has a significant effect on the dependent variable. Also, a higher t-value means higher relevance
of the variable. The adjusted R-squared of the FEM is 0.9914 or 99.14% of the variation of the
ENVC can be explained by the model. Lastly, the model is statistically significant because the Ftest is at 0.000 that is less than 0.05. F-test is use to see whether all the coefficients in the model
are different than zero.
Random Effects Model. The Random Effects model (REM), also known as the error
components model, is an alternative estimation to the fixed effects model. As with FEM, the REM
approach proposes different intercept terms for each entity and again these intercepts are constant
over time, with the relationships between the explanatory and explained variables assumed to be
the same both cross-sectionally and temporally. The rationale behind REM is that the variation
across entities is assumed to be random and uncorrelated with the predictor or independent
variables included in the model. Also, there are no dummy variables to capture the heterogeneity
(variation) in the cross-sectional dimension.
An advantage of random effects is that you can include time invariant variables (i.e.
gender). In the fixed effects model these variables are absorbed by the intercept. Random effects
model is used if the differences across entities have some influence on the dependent variable.
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The regression generated above using REM tells that two out of four variables are
statistically significant as their p-value is lower than 0.01 and 0.05 at 1% and 5% significance
level. These factors that have positive effect on ENVC are NPM and DPS. These regressors also
support the a-priori expectations stated above. This implies that the NPM and DPS greatly affect
the environmental accounting (costs) to companies. Overall, the REM estimation is significant
given the F-test (prob>chi2) of 0.0000 is less than 0.05.
Conclusion and Recommendations
The undertaking ranges the literature on the relation between environmental accounting
and firm’s corporate performance by specifying single as well as multiple regression models that
account for both individual effects and interaction effects of environmental costs and firm-specific
variables on corporate performance of companies quoted on the Philippine Stock Exchange on the
years ended 2015-2017. The results show that although environmental accounting individually has
insignificant impact on the corporate performance of the company, it shows both positive and
negative significant relationships with the corporate performance when moderated with firmspecific variables. Among the four predictors, only net profit margin (NPM) and dividends per
share (DPS) resulted to a significant (positive) relationship with respond to changes explained by
environmental costs of companies (ENVC). This means that the earnings percentage of companies
in the manufacturing industry have a predominant effect to the costs they incur in the preservation
of the environment as part of their compliance. Meanwhile, if the net profit margin is directly
affected to environmental costs, therefore, the distribution of dividends will also be affected as a
response to decreasing or increasing profit. It was substantially explained as evident on the results
that dividend per share has also significant impact to environmental costs.
Grounded on the findings of this study, the researcher recommends furthering the scope of
the study not only focusing on just one industry. Therefore, the results are not generalizable across
all Philippine industries or across countries. Future study may consider using more comprehensive
longitudinal data set that involves different industries across different countries to provide more
generalizable conclusions. Lack of significance may have been influenced by small sample sizes.
Future studies should attempt to secure larger samples. The inclusion of the environmental benefits
together with the costs will also add an opportunity to assess cost benefit analysis.
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Abstract
This research is to explore the various factors that make up the beliefs of Generation Z
consumers about green consumerism, namely: altruism, eco-labels, perceived consumer
effectiveness, and environmental concern. Furthermore, the study also explores the effects of green
values on Generation Z consumers toward their intention to purchase green products. Partial least
squares – structural equation modeling was used in this study. This study used quota sampling in
order to select 532 respondents in the target age group of 16 – 27 year old. In the overall
framework, results showed that beliefs affected the belief-based constructs of the theory of planned
behavior. In addition, results showed that green values had an effect on belief-based constructs
with the exception of attitudes towards green consumerism. The study suggests that marketers
elicit the salient beliefs of the consumers, in particular eco-labels, environmental concern,
perceived consumer effectiveness, and altruism, by creating strategies that manipulates the
consumers’ reasoning and deliberative process. The study leads the way for further study in the
concept of green consumerism.
Keywords: Green consumerism, Beliefs in green consumerism, eco-labels, altruism,
environmental concern, pro-environment behavior

Introduction
Nowadays, consumers can source for green products in almost every shop. To promote
green products, different strategies are used to inform consumers about the product's impact on the
environment. The implications of strategies such as the change in packaging design and
introduction of eco-labels have extensively been researched (e.g. D’Souza, Taghian, Lamb, &
Peretiatko, 2007; Gulbrandsen, 2006; Leire & Thidell, 2005; Rokka & Uusitalo, 2008; Thøgersen,
Haugaard, & Olesen, 2010). In addition to strategies that reiterates the environmental impact of a
product, other information such as quality, price, brand equity, safety and health are usually
provided to the consumers as well. Consumers are bombarded with all this information, but even
though they support the idea of buying green products, the idea does not translate into purchasing
intentions or behavior (Magnusson et al., 2001). This means that there are other variables that
have a causal effect on the consumers’ intention to buy green products.
In light of this increasing interest in living a sustainable life to care for the environment, it
is imperative to understand how brands can respond to this attitude/behavior gap where consumers
report a concern for the environment but do not perform the actual behavior of green purchasing.
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Therefore, the purpose of this study is to investigate the factors that influence the young
consumers’ intention to purchase green products. Furthermore, this research hopes to find out how
marketers can adjust their strategies to be consistent with the values of Generation Z consumers to
convert their attitudes to an intention to buy green products.
Green Consumerism
Pro-environmental behavior or also known as “green” behavior is an act that alters the
availability of environmentally sourced products or energy or changes the ecosphere (Steg & Vlek,
2009). A few examples of green behavior include reducing energy use and curtailing the amount
of waste that is being produced. Cushman-Roisin (2012) described green behavior as “doing good
and avoiding bad” things for the environment. More simply, green behavior refers to acts that
cause as little damage as possible to the environment or aids it. Individuals commit themselves in
green behavior to fulfill the desire to solve the problems in the environment, to become a good
example, and feel that they are preserving the ecosystem(McCarty & Shrum, 2001). Green
behavior has also been defined as a prosocial behavior because the performance of this behavior
does not usually give instant gratification for the individual, but rather an outcome that is often for
the good of society as a whole (Kaufmann, Panni, & Orphanidou, 2012). An aspect of green
behavior is green consumerism. It is a prosocial consumption approach where an individual
indulges in a standard of living that is not at the cost of the quality of life of future generations
(Peattie & Charter, 2003). Green consumerism involves a purchasing process that is based on
environmental or social beliefs (Hamilton, 2012); this includes the preservation of the
environment, reduction of pollution, responsible use of depletable resources, and the well-being
and protection of animal species (Bautista Jr., 2019). This particular type of consumer is conscious
of and concerned about environmental issues. They avoid materials that they believe will likely
degrade, damage and threaten the ecosystem (Lee, 2008), and favor consumer products that are
deemed friendly to the environment or sustainable (Rahman & Reynolds, 2019).
Attitudes toward Green Consumerism
Attitudes are the persistent feeling about a specific context which can be positive or
negative. Behavioral research has shown that attitudes are significant predictors of behavior and
behavioral intention (Follows & Jobber, 2000; Kotchen & Reiling, 2000). For this study, attitude
refers to the perspective of an individual based on the degree of favor or disfavor in the evaluation
of the individual’s natural environment; it is the extent to which a person feels that they are an
integral part of the natural environment (Schultz & Zelezny, 2000). A positive attitude towards
green consumerism allows consumers to make pro-environmental decisions while looking at
factors like money, subjective norms and function benefits (Biswas & Roy, 2015). In this light,
when a consumer perceives that his green purchase has a positive impact on the environment, it is
more likely that they will have a higher intention to purchase green products.
Subjective Norms
Subjective norms are determined by the combination of normative beliefs about certain
reference groups and an individual’s motivation to comply with the referents. Normative beliefs
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are people’s beliefs about whether significant groups or individuals believe that they should
perform a certain behavior (Ajzen, 1998). Important contact points can be an individual’s parents,
relatives, friends, and co-workers who influence the individual’s decision making.
Perceived Behavioral Control
Perceived Behavioral Control (PBC) is the third component of the TPB. This aspect of the
model refers to the amount of unforced control that a person has in the behavioral process. When
researching behaviors, it has been shown that behavioral factors include both volitional and
motivational variables. Conner and Armitage (1998) defined PBC as the ease for someone to
perform the behavior. PBC is the extent to which a person feels capable and has confidence in their
ability to execute the desired behavior.
Intention to Purchase Green Products
Intention is a function of three belief-based social cognitive variables, which are attitudes,
subjective norm, and perceived behavioral control. Research designed to examine behavioral
intention has often utilized either the theory of reasoned action or the TPB (Ajzen, 2001). Fishbein
and Ajzen (1975) originally defined behavioral intention as “…a person’s location on a subjective
probability dimension involving a relation between himself and some action. A behavioral
intention, therefore, refers to a person’s subjective probability that he will perform some behavior”.
This intention can be viewed as a direct predecessor to one’s actual behavior and can be viewed
as an accurate determinant of that particular behavior (Ajzen, 2001). As Wall et al. (2007) noted,
the behavioral intention should be considered as the “immediate psychological antecedent” to
one’s actual behavior.
Furthermore, it can also be said that “intentions represent a person’s motivation in the sense
of her or his conscious plan or decision to exert effort to enact the behavior (Conner & Armitage,
1998). Such motivations can be studied within the TPB model. The motivational factors can also
be a sign of how willing or how much effort individuals are prepared to exert to perform a certain
behavior (Armitage & Conner, 2001). Tourism research has commonly looked at such motivations
in a variety of contexts (Fisher & Price, 1991).
Green Values
There are many definitions of “value” in different contexts. Value has been considered as
“the consumer’s overall assessment of the utility of a product based on perceptions of what is
received and what is given” (Zeithaml, 1988) which looks at the benefits or the worth the consumer
gets from the product. Another definition of value is a belief about desirable end states (Feather,
1990), which focuses on the psychological aspect. This study reflects the latter definition where
green values are the tendency of individuals to show value of protecting the environment in their
behavior due to to motivated reasoning (Haws et al., 2010). According to Rokeach (1973), an
individual’s values are their guiding principles in life. Therefore, green values may affect the
consumers’ belief-based judgements by guiding them to look for products that will satisfy their
green values.
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Beliefs in Green Consumerism
A consumer’s judgement about a behavior develops based on the individual’s prominent
belief about the target of the judgement. These beliefs about an object are formed by affiliating it
with particular factors like its properties and other analogous objects. In the case of green consumer
belief-based judgement, each belief ties green consumerism to a certain result or trait like the
evaluation of effort expended in the performance of reducing waste. Individuals naturally and
synchronously form a judgement towards the behavior because the individual relates the
characteristics of the behavior to be positive or negative. In this light, individuals prefer to perform
behaviors that they believe will be beneficial for them and reject behaviors that will put them at a
disadvantage. Therefore, belief-based judgements are positively associated with the individual’s
perception of the behavior’s worthiness which is characterized by the strength of the notably
significant beliefs of the individual and the evaluation of the belief’s trait modified by the
individual’s bias. As proposed by Ajzen (1991), an individual’s belief-based judgements are
directly proportional to the total strength of each most important belief while amalgamated in a
multiplicative way with the biased evaluation of the beliefs characteristic.
Considering this structure as a whole, it states that a person forms a positive judgement
regarding purchasing green products because that person strongly believes that that green behavior
will preserve the environment and by preserving it, will be beneficial to them by ensuring the
welfare of future generations.
As mentioned in the study, belief-based judgements have the power to influence behavior.
Belief-based judgements direct the perception of the individual regarding the behavior.
Furthermore, it guides the processing of information regarding the behavior. These powers
ascribed to belief-based judgements ease the decision-making of the individual whether they
would perform the behavior or not. However, strong judgements bias beliefs about the behavior.
Individuals will form beliefs that fit their preconceptions and dismiss information that conflicts
with them (Ajzen, 2005). For example, individuals with positive judgements towards the
proliferation of steel reusable straws may see new information as something that benefits the
environment whereas individuals with negative judgements may see the same information as a
proof of how the product degrades the environment. Furthermore, in order for a judgement to have
any effects on an individual’s behavior, it must be elicited from the memory of the individual
(Fazio, 1990). If the salient beliefs do not get elicited from the individual when he/she is about to
perform the behavior, the individual will not be able to evaluate the behavior in a critical manner
based on his subjective criteria. An individual may also just evaluate the behavior based on
whatever characteristics happen to be of notable significance in that immediate circumstance if the
salient beliefs are not elicited.
Therefore, in order for judgements regarding green consumerism to have an effect on
behavior, the consumer’s salient beliefs should be elicited by giving the consumer an opportunity
to deliberate on the behavior. In many daily situations, where people have to make quick decisions,
they may use general beliefs as an easily accessible heuristic. In this study, these general beliefs
have been identified as altruism, environmental concern, perceived consumer effectiveness, and
eco-labels.
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Altruism
Altruism is a prosocial behavior that gives the issue-aware individual the desire to help
others without benefiting himself (Ballinger & Rockmann, 2010; Dovidio, Piliavin, Schroeder, &
Penner, 2017). Individuals who are aware of environmental conditions believes going green is the
way to go because they know about the detrimental effects that environmental degradation will
have to others hence making them take responsibility for changing the wrongful conduct in the
environment. Studies have shown that altruistic beliefs significantly affected people’s attitude
towards the environment (Cleveland, Kalamas, & Laroche, 2005; Uddin & Khan, 2018). In the
same vein, researches have shown that altruism positively shapes the green purchasing intention
of consumers (Mostafa, 2007; Yadav, 2016; Yadav & Pathak, 2016).
Environmental Concern
Environmental concern is an important factor in influencing a consumer’s decision making
(Jain & Kaur, 2004). Researchers have shown that when consumers are highly concerned about
the environment, these individuals will more likely evaluate the impacts of their purchase on the
environment (Follows & Jobber, 2000; Nath et al., 2013). Other studies have also shown that the
more environmental concern an individual has, the more these concerns lead to an increase in proenvironment purchases (Kalafatis et al., 1999; Laroche et al., 2011; Manakotla & Jauhari, 2007).
Perceived Consumer Effectiveness
Consumers that form positive judgements regarding a behavior believe that the act is
beneficial and will make an impact in solving a problem. PCE is the degree of belief that the
individual’s acts can have an impact and promote the solution of social and environmental
problems (Ghvanidze, Velikova, Dodd, & Oldewage-Theron, 2016). Kim and Choi (2005) posited
that a person who strongly believes that their green actions will result in a positive outcome would
more probably perform those green actions in aid of their interests for the environment. In a
research about socio-demographics playing a role in green consumer profiling, it has been found
that consumers who have higher levels of PCE are more interested about green consumption
(Diamantopoulos, Schlegelmilch, Sinkovics, & Bohlen, 2003). Therefore, this particular set of
belief may affect the possibility of green consumerism.
Eco-labels
Environmental labelling or eco-labelling aims to enlighten consumers about the impact of
the product consumed on the environment (Galarraga Gallastegui, 2002). In a book published by
the Organization for Economic Co-operation and Development (Salzman, for Economic Cooperation, & Development, 1991) eco-labelling was defined as “the voluntary granting of labels
by a private or public body in order to inform consumers and thereby promote consumer products
which are determined to be environmentally more friendly than other functionally and
competitively similar products”. Through the eco-label, consumers can distinguish and form their
beliefs between green and non-green businesses. Environmental effects have been reduced due to
eco-labels being used worldwide to increase demand for green products (Leroux & Pupion, 2018)
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because information is communicated to the consumers about the product’s environmental
impacts. The information that is on the label convinces individuals to purchase the product by
forming their beliefs about the behavior based on searchable characteristics of the product. Ecolabelling has been shown to encourage green purchase intentions in numerous studies (Bartiaux,
2008; Dekhili & Akli Achabou, 2014; Grankvist, Dahlstrand, & Biel, 2004; Tzilivakis, Green,
Warner, McGeevor, & Lewis, 2012).
Predictors of Green Consumerism
A significant amount of studies have shown that green consumerism is influenced by a
variety of factors. Numerous studies have been done to acknowledge the characteristics that
influence the green consumer such as culture, behavior, environmental knowledge, attitudes,
norms, and values (Chung, Stoel, Xu, & Ren, 2012; Haws et al., 2014; Milfont & Duckitt, 2010;
Mostafa, 2007; Nguyen, Lobo, & Nguyen, 2018; Rahman & Reynolds, 2019; Sreen, Purbey, &
Sadarangani, 2018).
For this study, consumer salient beliefs have been identified as altruism, environmental
concern, eco-labels, and perceived consumer effectiveness. This paper extended Bautista Jr’s
(2019) model to take into consideration the role of these factors as the beliefs affecting the
Generation Z consumer’s intention to purchase green products.

Figure 1. Conceptual Model
Figure 1 illustrates the study's conceptual framework showing the relationship of altruism,
perceived consumer effectiveness, environmental attitude, and eco-labels as dimensions of beliefs
that affect the belief-based judgements in the intention to purchase green products by expanding
the model that was conceptualized by Bautista Jr. (2019).
Considering the various factors that have been identified and discussed to affect the
consumers’ intention to purchase green products, this study has the following hypotheses:
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H1: Beliefs in green consumerism based on (a) environmental attitude, (b) eco-labels, (c) perceived
consumer effectiveness, and (d) altruism have a direct positive impact on attitude towards green
consumerism;
H2: Beliefs in green consumerism based on (a) environmental attitude, (b) eco-labels, (c) perceived
consumer effectiveness, and (d) altruism have a direct positive impact on subjective norm;
H3: Beliefs in green consumerism based on (a) environmental attitude, (b) eco-labels, (c) perceived
consumer effectiveness, and (d) altruism have a direct positive impact on perceived behavioral
control;
H4: Green values positively influences the belief-based constructs of (a) attitude toward green
consumerism, (b) subjective norm, and (c) perceived behavioral control
H5: Belief-based factors of (a) attitude toward green consumerism, (b) subjective norm, and (c)
perceived behavioral control positively influences intention to purchase green products
Operational Framework
Measures of TPB variables made reference to the target behavior of purchasing green
products. Green consumer values were measured by deriving it from previous research. Measures
of TPB in relation to attitudes, subjective norm and perceived behavioral control were developed
using guidelines from Eccles et al.’s manual for constructing questionnaires based on theory of
planned behavior. The identified factors were measured using scales and questions from various
literatures that tested the variable’s effects on behavioral intention.
Attitudes toward green consumerism. This construct is measured using four seven-point
semantic differential scales with the bipolar adjectives in response to the common stem: ‘Overall
I think that purchasing green products is…’ Two items were instrumental items (whether the
behavior achieves something) using the harmful-beneficial, and worth it-not worth it bipolar
adjectives. One item measured the affective aspect of attitude by using the pleasant-unpleasant
adjective pair. The good-bad scale was also added to capture the overall evaluation of attitude. The
items are arranged so that the ends of the scales are a mix of positive and negative endpoints. Items
that have negative endpoints on the right are recoded during data analysis.
Subjective Norms. Subjective norms are measured by three items on a 7-point Likert scale
(1: Strongly disagree to 7: Strongly agree). The first question is negatively worded and hence
recoded during data analysis.
Perceived behavioral control. There are three items to measure perceived behavioral
control (PBC) which are measured on a 7-point Likert scale (1: Strongly disagree to 7: Strongly
agree).
Intention. The measure of intentions includes four questions rated on a 7-point Likert scale
(1: Strongly disagree to 7: Strongly agree).
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Environmental Concern. Five questions adapted from the environmental value scale of
Chen and Chai (2010) will be used to measure the consumer’s environmental concern on a 7-point
Likert scale (1: Strongly disagree to 7: Strongly agree). A question is negatively worded and hence
need to be recoded during data analysis.
Eco-Labels. This construct will be assessed using the two item scale that was developed
by Ooi et al. (2012).
Perceived Consumer Effectiveness. PCE is measured using a five-item scale developed
by Kim and Choi (2005). A question is negatively worded and hence need to be recoded during
data analysis.
Altruism. To establish the role of altruism, it is assessed through the five-item scale
developed by Shen (2017).
Beliefs in Green Consumerism. This construct is assessed through a five-item scale
adopted from the ECOSCALE developed by Stone, Barnes, and Montgomery (1995). Two
questions are negatively worded and hence need to be recoded during data analysis.
Green Values. The Green Consumer Value Scale by Haws, Winterich and Naylor (2010)
will be utilized to gauge green values.
Data Collection Procedures
The data for this study will be collected from consumers via a questionnaire that will be
distributed personally. Through this method, the researcher will be able to collect quantitative data
that can be analyzed using descriptive and inferential statistics. Furthermore, the data collected
using this method can be utilized to suggest possible basis for the relationships between variables
(Saunders, 2016). Secondary data to explain further the findings in the survey will mostly come
from scholarly journals and similar studies done.
Sampling Design
The study will employ quota sampling wherein the population is divided into different
subpopulations just as in stratified random sampling, but with the important difference: probability
sampling is not used to choose individuals in the subpopulation for the sample. The generational
classification for this study is based on year of birth in accordance to the Bridgeworks report (2017)
– that is Generation Zers born after 1995. Based on the confidence level of 95% and margin of
error of 5%, the required sample size is 384.
Research Instrument
The questionnaire adopted mainly from Eccles et al., guide to constructing questionnaires
based on TPB, and green consumer value scale by Haws, Winterich and Naylor (2014). Questions
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were added that will show the salient beliefs of the consumer. To measure the internal consistency
of the questionnaire, it will be pre-tested among twenty (20) individuals for reliability.
Analytical Methods
Both descriptive (frequency count, mean, percent, and rank) and inferential statistics
(Partial least squares – structural equation modeling) will be used. The path analysis model will
be estimated using the SmartPLS system. Partial least squares - structural equation modeling (PLSSEM) will be used to enable the researcher to test the hypothesized associations in the model by
measuring the contribution of each variable in explaining the variance, which is not possible in
regression analysis. Furthermore, SEM can measure the relationship between construct of interest
at the second order level (Hair, 2015). The relationships between the theoretical variables are
represented by regression or path coefficients between the factors. According to Hox and Bechger
(2007), “SEM is a powerful technique that can combine complex path models with latent variables
(factors). Using SEM, researchers can specify confirmatory factor analysis models, regression
models, and complex path models.”
SEM has been long known in marketing to be the most appropriate for testing theory (eg.,
Bagozzi, 1980). According to Savalei and Bentler (2010), SEM “go beyond ordinary regression
models to incorporate multiple independent and dependent variables as well as hypothetical latent
constructs that clusters of observed variables might represent”. This is the reason why methods
incorporating SEM have become pervasive in all the social and behavioral sciences (eg.,
MacCallum & Austin, 2000). A review of applications of SEM in marketing and consumer
research is presented by Baumgartner and Homburg (1996), and Steenkamp and Baumgartner
(2000).
The use of PLS-SEM as the chosen approach stems from the situation of the present study
as a less developed theory. According to Hair et al., (2016), “in situations where theory is less
developed, researchers should consider the use of PLS-SEM”. Furthermore, if prediction and
explanation of target constructs is the primary objective of applying structural modeling, then PLSSEM is the recommended approach by Hair et al (2016).
PLS-SEM focuses on prediction therefore the concept of “fit” cannot be fully transferred
to PLS-SEM. In order to evaluate the results, the quality of the measurement models first need to
be evaluated by specific evaluation criteria for each type of measurement model. According to
Hair et al (2016), “satisfactory outcomes for the measurement model are a prerequisite for
evaluating the relationships in the structural model”.
In the primer on PLS-SEM by Hair et al. (2016), the authors stated that the evaluation of
the measurement and structural model results follows a two-step process; namely separate
assessments of the measurement models and structural model. The first criterion to be evaluated
in the assessment of the measurement model is the internal consistency reliability. Internal
consistency reliability is measured by Cronbach alpha and composite reliability where composite
reliability takes into account the different outer loadings of the indicator variables. The next
criterion involves evaluating the convergent validity by assessing the individual indicator
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reliability and average variance extracted (AVE). Indicator reliability is a characteristic where
higher outer loadings on a construct shows that the specific indicators have a lot in common which
is captured by the construct. Indicator outer loadings have to be statistically significant. An outer
loading of 0.708 or higher is satisfactory. However, when newly developed scales are used, weaker
outer loadings are frequently observed (Hulland, 1999). Therefore, it does not mean that if an outer
loading is below 0.70 then the indicator variable should be removed. If the outer loading is in
between 0.40 and 0.70, the deletion of the indicator variable should be analyzed whether it impacts
the AVE and composite reliability. If the deletion of the indicator increases the threshold the
deletion should be retained otherwise, it should remain.
Fornell-Larcker criterion will be used to assess discriminant validity or the extent by
empirical standards to which a construct is truly distinct from other constructs. Therefore, by
establishing discriminant validity in the model, it shows that a variable is unique and does not
capture a similar phenomena explained by the other variable in the model (Hair et al., 2016). The
criterion compares the square root of the AVE with the latent variable correlations. The scores of
the square root of each construct’s AVE should be greater than its highest correlation with any
other construct.
In order to assess the structural model, a blindfolding procedure will be done to determine
the Q2 and R2. The Q2 is used to determine the predictive capability of the model while the R2
is used to determine the predictive accuracy of the model.
Results
There were a total of five hundred and thirty two (N=532) respondents. 55% of the
respondents were female.
Assessment of reliability of the model is presented in Table 1. In order to test the quality
of the measurement model, its reliability and validity are evaluated by testing its indicator
reliability, internal consistency via the composite reliability and cronbach alpha, average variance
extracted (AVE) and the Fornell-Larcker criterion which compares the square root of each
construct’s average variance extracted with its correlations with all other constructs in the model.
The results revealed that the construct measures are reliable and valid since they have
attained AVE values of 0.50 or higher which means that, on average, the constructs explain more
than half of the variance of its indicators. In terms of its internal consistency reliability, the
Cronbach alphas are considered satisfactory since they fall above 0.70, with the exception of
subjective norms and perceived behavioral control. However, due to its limitations in terms of its
underestimation of internal consistency reliability caused by its sensitivity to the number of items
in the scale, it is more appropriate to use composite reliability as the measure for internal
consistency reliability (Hair et al., 2016). The composite reliability values are considered
satisfactory since they fall between 0.70 and 0.90 (Nunally & Bernstein, 1994).
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Table 1
Validity, and Internal Consistency and Reliability
Construct
Cronbach Alpha
Attitude
Beliefs
Green Values
Intention
Perceived
Behavioral Control
Subjective Norm

0.849
0.926
0.889
0.885
0.536

Composite
Reliability
0.899
0.938
0.915
0.920
0.811

AVE
0.687
0.532
0.643
0.744
0.683

0.691

0.849

0/740

Evaluation of the constructs’ discriminant validity is shown on Table 2. Fornell-Larcker
criterion was used as the approach in order to assess the constructs’ discriminant validity which
compares the square root of the AVE values with the latent variable correlations. The result showed
that the square root of each construct’s AVE is greater than its highest correlation with any other
construct. This shows that the constructs are truly distinct from other constructs by empirical
standards.
Table 2
Discriminant Validity
ATT
ATT
0.829
BEL
0.451
GV
0.348
INT
0.374
PBC
0.403
SN
-0.089

BEL

GV

INT

PBC

SN

0.730
0.688
0.671
0.724
-0.034

0.802
0.641
0.642
0.176

0.862
0.545
0.184

0.826
0.028

0.860

Coefficients for the path model are presented in Table 3 and were used to evaluate the
hypothesized direct effects in the model. There were significant effects for all hypothesized effect
with the exception of green values and attitudes. A significant effect was found for beliefs on
subjective norms but on a different direction as hypothesized.
In keeping with the theory of planned behavior and current hypotheses, attitudes, subjective
norms, and PBC significantly predicted intentions. Figure 2 shows the summary of the result of
analysis.
A blindfolding procedure was conducted to assess the predictive capability of the model
given the parameters of PLS-SEM (Chin, 1998) as shown in Table 4. Cross-validated redundancy
(Q2) is critical in this study as it estimates latent construct. Q2 higher than zero indicates that there
is a predictive relevance in overall models (Fornell & Cha, 1994). Self-determination theory
variables were found to have small predictive relevance compared to the TPB variables having
medium predictive relevance with the exception of the behavior construct having a large predictive
relevance. R-squared (R2) values for most of the latent variables were found to be weak. However,
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it is important to note that R-squared values of 0.20 are considered high in disciplines such as
consumer behavior (Hair, Ringle, & Sarstedt, 2011; Henseler et al., 2009.)
Table 3
Path Coefficients for Path Model
Coefficient
ATT -> INT
BEL -> ATT
BEL -> PBC
BEL -> SN
GV -> ATT
GV -> PBC
GV -> SN
PBC -> INT
SN -> INT

0.207
0.402
0.535
-0.244
0.071
0.273
0.378
0.457
0.190

P-value
0.000
0.000
0.000
0.000
0.197
0.000
0.000
0.000
0.000

Table 4
Explained Variance and Cross-validated Redundancy
R2
ATT
0.206
BEL
1.000
INT
0.362
PBC
0.563
SN
0.076

Expected
Result
+
+
+
+
+
+
+
+
+

Decision
ACCEPT
ACCEPT
ACCEPT
REJECT
REJECT
ACCEPT
ACCEPT
ACCEPT
ACCEPT

Q2
0.134
0.512
0.252
0.364
0.048
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Figure 2. Summary of the result of analysis
Discussion
The aim of the present study was to investigate the factors that influences Generation Z
consumers’ intention to purchase green products. The study adopted an explanatory design with
beliefs in green consumerism, green values, and psychological variables from the theory of
planned behavior proposed to be predictors of Generation Z consumers’ green product purchasing
behavior. Path analytic models supported the hypotheses of the proposed model to a certain extent.
Beliefs in green consumerism was a significant predictor of the belief-based constructs of TPB
while green values was significant only so far as subjective norms and perceived behavioral
control. Beliefs in green consumerism had an effect on subjective norms but the result did not
support the study’s hypothesis of it having a positive effect on the variable.
Present findings indicate that beliefs in green consumerism with respect to purchasing
green products is the most influential in the prediction of intentions in this sample of Generation
Z consumers. The function of beliefs have appeared as a significant influencer of consumer
attitudes and intention to use or purchase environmental products in many research about green
behavior (eg., De Groot & Steg, 2007; Kalafatis et al., 1999; Mostafa, 2007). This is study is
congruent with most literatures that show that beliefs has an effect on the purchasing decision of
consumers.
It is interesting to note that in the present study, green values did not have an effect on
attitudes contrary to previous studies. This may be due to the highly individualistic nature of
Generation Z consumers (Euromonitor, 2011). Furthermore, since green values is a construct that
measures the tendency of the consumer to show the value of protecting the environment in their
behavior, Generation Z consumer attitudes are not affected by it because they think more
independently in life and no longer needs to show their choices or decisions in their behavior.
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Furthermore, this would also explain why beliefs have a significant negative relationship
with subjective norms. Generation Z consumer’s highly individualistic nature makes them believe
that they do not need to live according to social norms.
The conceptual model of the present study offers a reflective and deliberative explanation
of consumer behavior with beliefs and green values affecting the belief-based judgement of
Generation Z consumers. The results of the study showed values and beliefs affecting the beliefbased constructs of the theory of planned behavior. The indirect effect of beliefs and green values
on intention indicates that these constructs are part of a deliberative process in purchasing green
products.
Conclusion
In the present study, it shows that beliefs and green values are effective in influencing the
green product purchasing behavior of Generation Z consumers. The research contributes to the
overall understanding on the effects of these constructs on consumers, particularly Generation Z
consumers. The results showed that beliefs and green values affects the deliberative process of
consumer decision. Based on the results of the present study, it can be concluded that the impact
of beliefs and green values on the purchasing behavior of Generation Z consumers for green
products may not be underestimated.
For marketers of green products, this implies that if they want to improve the propensity
of Generation Z consumers to purchase their products, developing interventions that target the
constructs of beliefs in green consumerism and green values in their marketing appeals is
imperative.
Generation Z consumers are environmentally aware. This means that they will be
particularly receptive to communications and strategies that tap into environmental awareness.
Brands that carry green products have numerous opportunities to calibrate communications, offers,
contests and other marketing strategies to tap into the identified constructs in this study. These
brands can focus on eliciting the salient beliefs of the consumers, in particular eco-labels,
environmental concern, perceived consumer effectiveness, and altruism, by fine-tuning strategies
that manipulates the consumers’ reasoning and deliberative process.
With the results, marketers could provide a more minimalistic packaging that shows clear
information that the product is more environmentally friendly compared to other functionally and
competitively similar products. Furthermore, marketers can also highlight communication to the
consumers that their action of purchasing the product has an impact and promotes the solution of
environmental problems. In addition, marketers can increase environmental concern by describing
the dangerous situation that the environment is heading towards in; it is important to focus on
raising awareness among consumers about the current situation of our environment. Finally,
integrating an environmentally social aspect to the product like the product being locally and
sustainably sourced can also increase the chance that consumers will likely purchase the green
products.
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The present conceptual model paves the way for the development of marketing appeals
among Generation Z consumers. Therefore, the topic is a worthy area of academic research.
Further research in the area could add value to the concept of green consumerism especially about
the behavioral outcome after the effects of beliefs about green consumerism and green values.
Furthermore, research could be done into the relationship between individual constructs and the
effectiveness of different intervention techniques.
Consequently, demographic, psychographic or personality-like variables could be
explored. While the present study shows that the constructs of belief and green values has an effect
in the pre-purchase phase, there are further opportunities to stimulate demand during the behavior
and after the outcome of the behavior has been acquired.
Given the researcher’s limited time and resources, the present research faced limitations.
These limitations include the fact that the research was only conducted in the Philippines; hence,
the results may be more generalizable to culturally similar English-speaking countries than to
others. In order to strengthen the findings of the present study, replicating the research with a more
representative sample would be beneficial. Furthermore, a cross-generational exploration of the
model may also be warranted in order to capture the effects of the constructs between different
generations.
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Abstract
This research followed an interpretative phenomenological analysis to explore the attitude,
practices and behavior of low-income households concerning waste separation of Barangay 852
in Pandacan, Manila. It also examined their current waste management system and households’
awareness and participation in the plastic recovery initiatives of FMCG Companies.
Results revealed that while residents were aware and knowledgeable of the concept and
practice of separating wastes, they still fail to perform proper and complete waste segregation. The
barangay’s current waste management system is also not clearly communicated and weakly
implemented, as conflicting perspectives on the processes were documented. Participants also
showed little knowledge, awareness and participation in plastic recovery programs of FMCG
companies within the barangay. Only Unilever’s Misis Walastik program is the most visible and
present among the community members. Deterrents to their waste separation behavior were
identified to be due to (1) difficulty to change old habits and inability to form and sustain new
desirable habits (discipline); (2) limited knowledge and access to proper and complete waste
segregation; (3) lax implementation and monitoring of barangay waste management system and
municipal waste collection; and (d) delegation of waste separation responsibilities to others.
Furthermore, this paper asserts that tackling the issue on waste separation at its source
(household) in integral, necessary and crucial for any solid waste management or initiatives to
convert trash into resources to be effective.
Key Words: waste separation behavior, attitude; plastic recover initiatives; waste management
system; plastic issue
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Background of the Study
For decades, the solid waste management (SWM) that people have been accustomed to is
reduce, reuse, and recycle, and yet, waste management (to minimize or keep it at its lowest level)
is still a global challenge. Although overall recycling rates have increased globally, growing
population has increased waste generation (Messenger, 2018).
In 2016, National Capital Region (NCR) has posted the greatest volume of wastes, around
9,212.92 tons per day in 2016. In a study by World Bank (2012, as cited in SEPO, 2017 and
Messenger, 2018), Philippine municipal solid waste generation per capita per day for the
Philippines is expected to generate 77,776 tons of waste per day by 2025.
The Philippines is the third largest plastic polluter, only behind China and Indonesia
(Deutsche Welle, 2017). As a sachet economy, the country relies on sachet packaging or more
commonly known to Filipinos as tingi-tingi system. The system has been effective in augmenting
the budget of low-income households due to their affordable prices as needed, but it has also been
generating plastic wastes from packaging of fast-moving consumer goods which are becoming
environmental hazards (e.g., flooding) (Posadas, 2014).
FMCGs have already been called out to be held accountable for the waste created and left
behind by their products, and they have been urged to implement long-term solutions in which
consumers can participate (Deutsche Welle, 2017). However, efforts must not be coming from
manufacturers and policy makers alone. Household consumers must be willing to participate to
make the environmental programs effective.
Initiatives have failed to produce the desired outcome of managing waste. There has been
disconnection between the effectivity of recycling programs and household participation is the fact
that they do not know how to segregate or separate their wastes (McAllister, 2015). Before people
get to participate in return plastics programs or any other initiative done by companies and the
government, it must be established first if those belonging in the low socioeconomic status, the
biggest consumers of plastics and sachets, have the knowledge and discipline to segregate their
wastes, which the researchers ought to know.
This research focused on low-income households that reside in one community or barangay
in Manila because it is the biggest solid waste polluter in the country. Low-income households
(monthly family income is below P31,560 per month ) were chosen because they are the biggest
players of the sachet economy (Deutsche Welle, 2017; Albert et al., 2015).
To understand why plastic recycling initiatives are ineffective the researchers explored how
residents experience waste management and participate from waste generation to waste collection
by answering the following research questions:
1. What kind of attitude do people exhibit towards waste separation and how do they separate
their wastes?
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2. What influences their waste separation behavior and what could encourage them to
separate wastes?
3. How do they perceive the current waste management system and its implementation?
4. What do the households recommend in solving the issue on waste management?
5. How aware are they of the various FMCG programs on plastic waste management?
Conceptual Framework

Figure 1. Proposed conceptual model
The proposed conceptual framework used in this research made use of concepts designed
by Xu and colleagues (2017), while merging it with Rousta’ (2018) research wherein the functional
elements in a municipal solid waste management are interrelated; Rousta’s (2018) framework
enumerated process from waste generation to waste disposal, but for this study, researchers only
considered until collection. The influence of the expanded theory of planned behavior as
conceptualized by Xu et al. (2017) can be seen through the concepts of attitude, behavior and
intention to separate wastes, subjective norms, perceived behavioral control and perceived policy
effectiveness. Following the private sectors’ involvement in solid waste management as proposed
in R.A. 9003, this study also explored the households’ awareness of and participation in FMCG
initiatives on plastic waste management. There have been many programs implemented by several
FMCG companies to recover and recycle plastic waste in partnership with various organizations
that also entail consumer participation. Awareness is a consumer’s evaluation of his familiarity of
the listed program and its mechanics, while participation is one’s involvement in the said activity
or with direct contact in the program.
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Methodology
Research Design and Paradigm
The strategy of inquiry used in the study is an interpretative phenomenological analysis
(IPA), which aimed to explore the participants’ experience of waste separation and of the
barangay’s current waste management system from their perspective.
A constructivist approach was used to encourage participants to share their personal
experience, while critical theory was also applied to understand participants’ background and
analyze where they are coming from.
Respondents and Sampling Procedures
Barangay 852, Pandacan, Manila, which is composed of at least 500 households,
participated in the study. Purposive and snowball sampling were still used with the following
criteria set: the respondents must (a) be at least 18 years old, (b) be a Filipino citizen, (c) understand
basic conversational Filipino, (d) have an estimated average monthly household income of Php 31,
560 and below, (e) represent one unique household (primary caretaker). No case of two or more
respondents representing one and the same household was recorded. The researchers have
identified that a household would entail that they have their own gas/electric stove.
Table 1
Demographics of Participants
Count
Pseudonym
1
Goyo
2
Mayumi
3
Chedeng
4
Jacinto
5
Mutya

Sex
Male
Female
Female
Male
Female

Age
58
48
35
45
42

Occupation
Barangay Official
Barangay Official
Barangay Official
Barangay Official
Barangay Secretary

6
7

Claudio
Yasmin

Male
Female

58
48

Market Seller
Teacher

8
9
10
11
12

Gemma
Amihan
Irma
Rodrigo
Ramil

Female
Female
Female
Male
Male

28
35
52
60
61

Office Employee
Sari-Sari Store Owner
Sari-Sari Store Owner
Garbage Collector
Garbage Collector

The table above enumerates the twelve participants’ profiles whose ages ranged from 28
to 61, with five males and seven females interviewed. Five participants were common barangay
members with their own day jobs, while five were barangay officials and the other two were selfemployed garbage collectors within the barangay. These three distinctions played a major role in
the analysis of the interviews.
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Results and Discussion
Waste Separation Behavior, Attitude and Intention
Waste separation is not foreign to the residents of Barangay 852, Pandacan, Manila. Many
of the participants expressed that they observe waste disposal and segregation even before the
barangay carried out their waste management system. In this regard, barangay officials expected
more residents to separate wastes and treat this behavior as common knowledge, especially since
they have devised a waste collection scheme that emphasizes the importance of it.
Improper and Incomplete Waste Separation. Even though most of the participants
perform waste segregation, not everyone does it properly and completely. The researchers noticed
that some residents separate their wastes according to their priority, consumption and judgment.
“Yun, kasi diba Pampers. May mga pupu ng bata. Kaya sineseparate namin. The rest,
pinagsasama na namin. Kasi hindi naman kami masyadong nagluluto. Bumibili lang kami
talaga. So hindi siya talaga, more on pampers at tsaka mga basura lang na candy-candy.
The rest, wala naman.” (Gemma, 28, Office Worker)
Frequency of Waste Separation. Even if some incorrectly perform waste separation, it
has become an everyday routine for most of the participants. There were some who have
designated times in a day to manage their wastes. On the other hand, some separate their wastes
as soon as they generate them since biodegradable wastes produce a foul odor and may attract
insects.
“Tuwing may basura po kami, nagbubukod agad. Diretso na, lalo na yung kapag may
nabubulok, tapos agad kasi mamamaho talaga… Kasi siyemre para sa kalusugan namin
yun. Kaya talagang kumbaga yung pagtali, saradong sarado, kasi namamaho talaga yung
nabubulok.” (Jacinto, 45, Barangay Official)
Motivations to Separate Waste and Recycle. When asked about their motivations to
separate waste and recycle, they have cited the importance they give to environmental cleanliness
and protection, their health and hygiene, as well as the possibility of gaining additional income
from it.
Environmental Cleanliness and Protection. Residents are aware of the current plastic
pollution situation in Manila, which is why as much as possible, they would want to contribute to
its reduction. Collecting recyclable wastes like plastic bottles and sachets will reduce the risk of it
being transferred and improperly disposed of in prohibited areas such as water channels and
drainage. Thus, if these will be sorted correctly and reused, there would be no issues anymore
with any clogging and flooding.
“Para [sa] kalinisan naman yun [waste separation] e, hindi lang para dito, kahit saang
lugar kasi cause yan ng pagbabaha e kaya dapat sa isip nila maging ano, [environmental]
sila.” (Goyo, 58, Barangay Official)
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Health and Hygiene. Some residents are well-informed of the detrimental effects of
organic wastes to one’s health. These pose a serious threat since the growth of bacteria can lead
to infectious and chronic diseases.
“Kasi siyempre para sa kalusugan namin yun. Kaya talagang kumbaga yung pagtali,
saradong sarado, kasi namamaho talaga yung nabubulok.” (Jacinto, 45, Barangay
Official)
Additional Income. Apart from the intrinsic motivations mentioned, several participants
consider the separation and collection of recyclable wastes as a method of gaining additional
income. One of the garbage collectors mentioned that he goes over through the plastic bags he
collected to check for rubbish and recyclables that can be sold in junkshops. A sari-sari store
owner noticed that most of her customers and neighbors would also collect papers, cardboards, tin
cans and plastics – anything useful for them and sell them to earn money.
“Kasi ang napapakinabangan nila, binebenta na nila. Yung pwede na nilang itapon, sa
basura yun na yung tinatapon nila.” (Mayumi, 48, Barangay Official)
Attitude towards Waste Separation and Intention. Residents generally show a positive
disposition towards the act of separating wastes. One resident who does not practice waste
management properly expressed her intention and willingness to do it correctly this time.
“Maganda nga yun. Yung binubukod. Para din malinis. Kasi diba pagsasama din sa
trash can, masyadong madumi. Tapos yung mga amoy, sama sama na. Yung mga pagkain,
yung basa, pag sinama mo diba ang baho? Pag pinagsama mo ang panget. Ganun nga.”
(Gemma, 28, Office Worker)
Similarly, the secretary of the barangay shared that their community has the same
optimistic mindset towards waste segregation. Even before the local mandate on cleanliness, it
has already become a habit for them to clean the streets and corners of the barangay.
“Ningas Cogon” Mentality. Intention and attitude towards waste separation is not always
positive. One of the garbage collectors observed that even if some residents display enthusiasm
and dedication at the start to participate in waste management initiatives of the barangay, they
return to their old habits of not separating wastes after a week. Government collection agencies
act similarly. For some time, they control the types of wastes they collect each day, but as weeks
progress after implementation, they became more lenient.
“Dapat nga nakasegregate nga yan eh. Siguro one week lang nakasegregate tapos
bumabalik na naman na hindi nakasegregate…. At tsaka ningas kugon lang, Brother.
Halimbawa may na implement na na ganoon. Mga 1 week lang siguro mapalie low. Okay
na rin sila sa ganun (halo-halo na basura).” (Rodrigo, 60, Garbage Collector)
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Perceived Behavioral Control and Subjective Norm
The participants discussed how important it is to have available resources, support and
influence from their family, community and the government for it to be easier for them to perform
waste separation.
Resources and Capabilities. The ability of residents to perform waste segregation
activities is heavily influenced by their available time, space, government facilities and resources,
knowledge and convenience. Since most of the participants have daily jobs, they resort to handling
their wastes at designated times of the day.
The lack of space for separated wastes in households is also a factor that hinders the
residents from segregating. Residents coming from low-income families are unable to provide an
allotted space for their wastes inside their homes. Most of them do not have any choice, but to
place their plastic bags outside.
“Sa labas lang sinasabit namin kasi yung bahay naming maliit lang, kaya sa labas po
nakasabit.” (Jacinto, 45, Barangay Official)
When the researchers roamed around the barangay to observe their current waste situation, they
found garbage bins for biodegradable and non-biodegradable wastes. However, these are placed
hard-to-locate areas and these are not in a good condition anymore. Some of the garbage bins
were removed because these were not properly maintained and utilized.
“Oo, mga separating bins, ang kaso, niligpit namin kasi nga yung mga constituents na iba,
inaasa na lamang nila yung basura nila sa amin, sa pagtatapon. At tsaka, minsan yung
basura ng bahay nila, doon na rin nila nilalagay. Napakahirap kasi sa aming street sweeper
na lahat nang… marami...Meron kasi dito sa gitna, meron din sa kanto… Kaya pinatanggal
po namin yung para po yung mga constituents matuto silang magatapon ng sarili nilang
basura. At matuto na ring magsegregate.” (Mutya, 42, Barangay Secretary)
Support and External Influence. In one household, it is consistent that only few members
of the family practice waste separation. It is noted that most of them are either the mothers, the
head of the households or those who are left to guard their homes.
“Hindi, hindi ako yung nagbubukod yung, asawa, ko kasi siya yung laging nasa bahay. Kasi
may trabaho ako.” (Jacinto, 45, Barangay Official)
The housewives are often supported by their husbands in separating wastes. One resident
mentioned that it is actually her husband who pushes her to learn how to separate wastes because
they can gain something from it.
“Siya nga nagsasabi na “ibukod mo yan kasi mabebenta pa natin yan. Wag mo itapon yan.”
(Amihan, 28, Sari-Sari Store Owner)
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One of the mothers also mentioned that she taught her children to practice waste separation,
and she has been gaining support from them ever since. The recyclable wastes they collect are
used for their school projects.
Aside from family, one of the barangay officials mentioned that they have been very
proactive when it comes to persuading their neighbors and community members to manage their
wastes properly. For example, during barangay assemblies, they would often announce the rules
and regulations of the barangay on waste management as well as the advantages they will get from
doing it. He keeps on reminding them that their wastes should always be properly disposed of and
if they see wastes lying around, they should already take initiative to pick these up.
Current Waste Management Program
To further understand the waste management system of the barangay, the researchers asked
the participants to illustrate the process of which wastes are collected in their community. During
the interview, it was noticed that people started to complain and give criticisms as feedback to the
current waste management system.
Conflicting Perspective. Interestingly, their accounts of how wastes are collected were
seemingly in sync only up to the extent of their class or group, while some key information differed
from one group to another. Other than the first step in which the barangay announces that wastes
are about to be collected in the morning, all the other succeeding steps differ. The researchers
synthesized three perspectives on the barangay’s current waste management program and were
summarized below.

Figure 2. Three perspectives on Barangay 852's current waste management program
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Different Garbage Collecting Agents. It transpired in the interview that residents have
someone collect their garbage in the morning and pay for their services. Although most of them
employ the services of the barangay’s appointed garbage collectors, others have their other
collecting agents, or they themselves bring their wastes to the collection site.
“Bata lang. Pinapakuha lang namin kasi may pasok kami sa umaga… ‘Yung mga tagaIlang-Ilang, kabilang barangay… kaso bihira siya kumuha. Minsan after 3 days.”
(Gemma, 28, Office Worker)
Discontinued Barangay Programs. Lastly, participants mentioned that large waste bins
were once available in every street of the barangay; however, it was discontinued due to some
residents throwing their household wastes there when in fact, the bins were supposed to be for
wastes found in the streets. Additionally, before, there were streets weepers, but now the barangay
officials themselves are the ones cleaning the streets.
“Inalis na kasi nga kung sino-sino na lang nagtatapon nagkahalo-halo minsan yung nasa
‘yung basura nasa loob ng bahay nilalabas nila. Dapat kasi ang lalagay sa mga basurahan
dito yung dito nakalat sa kalsada.” (Jacinto, 45, Barangay Official)
Recommendations from Households
Even though barangays are mandated by the local government to perform waste
segregation and proper waste management, some residents still fail to handle their garbage
properly and sort their waste accordingly. Participants were asked to recommend how to solve
the issues on waste management and persuade community members to separate waste and recycle.
Education. They mentioned how training community members and having practical
seminars can be used as tools to further instruct and guide them on proper waste management,
especially because this worked for the youth in their barangay. Previously, an organization named
AKAP sa Bata Philippines (AKAP) trained the youth on the basics of waste segregation. Because
of AKAP, the children have been cooperating and helping them maintain the cleanliness of their
barangay.
“Sa amin kasi ngayon ito ang barangay namin na wala ka masyadong nakikitang kalat
kasi ‘yung mga kids namin dito, naging member ng grupong AKAP, sila mismo na-train
para malaman nila kung saan nila itatapon yung mga waste nila...nabubulok…naglilinis
yung mga bata every Saturday.” (Mutya, 42, Barangay Secretary)
Imposition of Penalties and Incentives. The majority of the interview participants
conveyed their approval of imposing both rewards and penalties for residents who follow the right
practices of waste management and those who do not respectively.
“Parang sa tingin ko, kung mai-implement yung inaano [pinaplano] ni Mayor Isko ngayon,
na ‘yung mga basurang mga pwedeng mapakinabangan meron kang points para ipalit mo
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ng pagkain or ipapalit mo ng mga grocery, bigas o asukal. Baka makatulong pa.”
(Mayumi, 48, Barangay Official)
However, some interview participants did not see the need to give rewards and incentives.
For them, residents should already be motivated by the possible advantages and disadvantages of
proper waste management since it is for their own sake.
“Palagay ko, kahit hindi na bigyan reward e kasi para sa kanila na rin ‘yun ‘di ba?”
(Goyo, 58, Barangay Official)
Some think that imposing penalties or getting fines from people who were not able to
separate their wastes could be done. Funds raised from fines may also be used by the barangay
for their planned activities.
“Parang lagyan mo na ng multa. Para maging fund din nung barangay. Tsaka para maging
lesson din sa mga tao.” (Gemma, 28, Office Worker)
Strict Implementation of Current Waste Management System and Barangay Support.
The barangay may have an existing waste management system that they follow, but both residents
and barangay officials believe that they lack strict implementation. When the program was first
implemented, people were following the ordinance on waste separation, but after which, they
started to go back to their old habits again, as the garbage truck collectors and resident garbage
collectors were getting more lenient with them. Given this, most of them suggested that it would
be better if the collecting agents would be stern in collecting the residents’ wastes. They should
not accept the wastes given to them if these were not segregated properly.
A barangay official approved of this suggestion; he also deemed it necessary for residents to
be informed that the garbage collection agencies or the garbage trucks would not collect their
wastes. This could persuade the residents apart from imposing penalties since having garbage
piled up and stocked in their homes would be more difficult for them. He also noted that it is
important to have the support of both the barangay and community members to make this initiative
more plausible.
Plastic Recovery Programs of FMCG Companies
FMCG companies partnered up with the local government of Manila for their plastic
reduction and recovery programs. A barangay official mentioned that the residents who are
knowledgeable of the Misis Walastik program keep and collect their used sachets, cut it out into
small pieces and place it in a sack until it fills up. After the sacks were amassed, these were then
given to the barangay representatives and were brought to Sacramento (Unilever’s Plastic
Recovery Center) for weighing. The secretary of the barangay, who is their representative for the
“Misis Walastik Program,” mentioned that the company weighs and gathers their accumulated
plastic wastes every 28th of the month and in return, they receive two bars of laundry soap per kilo.
When asked what the company uses these for, the barangay representative divulged that they were
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informed that the plastic sachets will be hauled over to Unilever and will be converted into chairs
or hollow blocks that could be used by schools.
Lack of Awareness and Knowledge. Even if plastic recovery initiatives such as the
“Misis Walastik Program,” are widely implemented in the city, some residents remain unfamiliar
with them. A barangay official mentioned that there are several sari-sari stores that collect the
used sachets purchased by their customers to reap the rewards. However, when surveyed, not all
sari-sari store owners were aware that plastic wastes and sachet products can be exchanged for
consumer products or rewards of any kind. A resident sari-sari store owner shared that she has not
heard about any of these initiatives, and none of her customers return sachets. One of the garbage
collectors revealed that even though he knew of such programs through advertisements in
television, he observed that these have not reached their whole barangay and not everyone is
knowledgeable about it; hence, not all have taken advantage of the program.
Limited Participation. The awareness and knowledge of some residents also did not
translate to their participation in such activities. A sari-sari store owner chose not to involve herself
in these recovery programs. She does not bother to collect the sachets anymore and gives them
directly to those who ask it from her. Her customers also do not return their plastic wastes because
they immediately exchange it for load.
“Dito naman wala silang ganun, tinatamad silang mag-ganun. Hindi ako nagkokolekta,
kasi pag binili nila, kanila na yun. Sa surf palit nila ng load, sila na yun. Hindi na nila
binabalik…. Ako, yung aking plantsadora, hinihingi tapos kinikilo nila sa Sacramento,
hinihingi sakin yung mga foil, kasi tinitimbang yun sa kanila. Kaya binibigay ko na talaga
yun.” (Mayumi, 48, Barangay Official)
Aside from exchanging sachets with consumer products, some residents sought for
alternatives that can easily turn wastes into money. For instance, the garbage collector, after
receiving the plastic wastes from the residents, found it easier to just sell these to junk shops across
their barangay.
“Kapag may nagbibigay samin ng mga plastic diyan, amin na yun, pera kasi yun eh…
[Ibenebenta naming] dito sa may highway lang. Maraming bentahan dito. Sa highway
lang meron na diyan, bakal lahat. Titimbangin nila.” (Rodrigo, 60, Garbage Collector)
Moreover, one resident opts to reuse his plastic products instead of giving it to plastic
recovery programs or selling them to junk shops.
“Hindi kami nangogolekta ng mga resiklong plastic, kasi yung mga wilkins namin na bote
ng bata. Iniipon namin, pinaglalagyan namin ng tubig. So hindi namin siya sinasama sa
basura.” (Gemma, 28, Office Worker).
The barangay’s lack of participation in FMCG initiatives is not only explained by the
residents’ indifference or how they find these insensible for them to take part in. The reason for
the non-involvement of some is just simply ignorance. These programs are not clearly
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communicated and circulated in the barangay, which is why not all are aware and participate. In
fact, the barangay secretary disclosed that even if people are encouraged to participate in plastic
recovery, they do not really put much effort to inform and persuade the community of these
initiatives. They work under the assumption that some are not willing to segregate, and the others
just seem unconcerned.
Effectivity and Benefits. Lastly, there were plastic recovery programs before that convert
plastic wastes into eco-bags. Residents were asked to participate by bringing plastic wastes to the
program. The resident teacher hoped that they would continue these kinds of projects because it
was useful for her when buying food in the marketplace.
“Matagal na pala yun e nangyari…yung naging ecobag yung mga plastic na tinatahi nila.
Kasi meron pa akong ganyan na binigay nila…pero wala na matagal na yun…Pero
maganda ibalik yun kasi maganda sa pamamalengke.. kasi ano siya e hindi na siya
mabubutas din, makapal na yun e parang mga denwood. Yung tulo ng pinamelengke mo
na mga ano, at least nandun. Kaysa ang daming mong plastic bag, pag nabutas din wala
din. Dagdag lang ang dumi at mahirap tunawin yun.” (Yasmin, 48, Teacher).
The importance and effectivity of these plastic recovery programs were also observed by
one of the residents. She noticed the gradual decrease of the amount of wastes they had when she
gave back plastic wastes to the companies.
Synthesis of Theory and Practice
Waste Segregation at Its Source. Rousta (2018) claimed that studying the waste
separation at its source is integral to understand the solid waste management, because contributing
to the waste sorting system is essential to change waste into a value-added resource. Her claim
was consistent with the EcoGov Project (2011) research which noted that one of the best practices
is the full enforcement of proper waste segregation at its source. In this study, it was found that
there is already a bottleneck at the source with some people not participating in waste separation.
Lack of Knowledge and Behavior. Garbage is continued to be mixed after segregating
wastes that can be bartered. These results were consistent with the call of previous studies of waste
management in developing countries to create an efficient source separation system (Rousta,
2018). Rousta (2018) mentioned that generally, people have the wrong information on how to sort
correctly, especially because knowledge is commonly transmitted through word of mouth via
friends and family members. Similarly, in the study, the residents implied that segregation is a nobrainer, habitual (automatic) activity learned through common sense, but in fact, they are
practicing incomplete and improper segregation, even based on the barangay’s ordinance on how
to separate wastes. Hence, there is a lack of knowledge and information on sorting wastes in the
barangay, as likewise reported by Rousta (2018).
Additional Factors Explaining the Attitude-Behavior Gap. Although residents reported
positive disposition towards waste separation, some still do not adhere to it. Rousta (2018)
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mentioned that factors to consider are “personal situations, convenience, task knowledge,
opportunities and abilities [that] influence both behavior and attitude” (p. 24).
Convenience and Perceived Behavioral Control. In the study, convenience was a great
factor to consider among residents, may it be through having time, space, and enough facilities to
perform waste separation. In Xu and colleagues’ (2017) research, they characterized these as
elements of perceived behavioral control. Non-segregating residents of Barangay 852 shared that
they fail to segregate because they are busy and have no nearby garbage bins to dispose of their
trash. Such inconvenience may also explain why some residents employ a trash collector to have
their wastes segregated and brought to the collection site everyday. Another thing to consider is
that each resident has their own lifestyle and situations that make waste separation impossible.
Hence, how they perceived convenience is also affected by their subjective and personal
circumstances (Rousta, 2018).
Internal and External Factors. To further understand waste separation behavior, Rousta
and Dahlen (2015, as cited in Rousta, 2018) identified three categorical factors: internal (attitude
and intention), external (perceived behavioral control – knowledge, infrastructure, facilities, time,
space) and socio-demographic factors (gender, age, income). Of these three, however, the last is
unclear how it affects separation behavior (Rousta & Dahlen, 2015, as cited in Rousta 2018), while
the other two have a similar foundation as the model proposed by Xu and colleagues (2017).
Due to the richness of qualitative responses, this research could further provide evidence
for the Motivation-Opportunity-Ability-Behavior (MOAB) model by Olander and Thogersen
(1995, as cited in Rousta, 2018). Motivation was established in this research, while it could be
assessed that what disconnects residents’ positive intention to segregate with behavior are their
abilities (knowledge, habit, resources) and opportunities (overall situation). In summary, this
study highlighted the following:
1. Ability – Difficulty to change old habits and inability to form and sustain new desirable
habits (discipline);
2. Ability – Limited knowledge and access to proper and complete waste segregation;
3. Opportunity – Lax implementation and monitoring of barangay waste management system
and municipal waste collection; and
4. Opportunity – Delegation of waste separation responsibilities to other agents.
Proper Dissemination of Information. Furthermore, the local solid waste management and
collection in the barangay is not properly communicated, as exemplified by the conflicting
perspectives that the residents shared. Rousta (2018) shared that for waste sorting and recycling
behaviors to increase, “the design of information, types of information, types of communication
channels, and the timing of dissemination are vital” (p. 24) and that first impressions of the waste
management system can deeply influence waste sorting and recycling behavior among residents.
Past Behavior. Moreover, this study exemplified how past behavior can significantly affect
habit formation and behavior (Xu et al., 2017). The residents’ “ningas cogon” mentality can be
explained by how past behavior (non-separation of wastes) strongly dictates the residents’ current
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inaction to separate wastes. It seems to be difficult for them to change what they have already
been accustomed to, and so even if they believe that waste separation is positive and contributes
to the general welfare and health of the people and the environment, these attitudes are not enough
to change their old habits, thereby, again, constituting an attitude-behavior gap.
Recommendations
Resource/Partnering with a FMCG Company. Another key learning is to partner up
with an FMCG company proactively pushing for plastic waste management to gather more
information on how programs were conceptualized. Through the partnership, the researchers may
gain an understanding of the objectives of the program and cross-check with the participants’
experiences. It would also provide another perspective on the issued from the manufacturer side
while reconciling how households perceive their program. Through this, it could elucidate a more
detailed discussion on why a program is effective or ineffective. This may also attract more
research participants due to sponsorship and brand awareness.
Expanding Scope of Study to City Government Level. This research was only able to
tackle to the extent of the household and barangay level’s perspective on waste separation and
waste management system. Therefore, it is recommended to examine the planned and
implemented waste management policies, activities and programs initiated by the city government.
Gaining perspective from contracted garbage collecting agents and city officials would carry out
a deeper understanding of the interaction and responsibility of all levels (from household to
barangay to city governments) and ultimately demonstrate the end-to-end process from waste
collection, treatment and safe disposal as depicted in the waste management hierarchy framework.
Implement Action Research. In the future, Barangay 852 can implement the program in
San Fernando, Pampanga where they hired residents as civil servants to collect food scraps and
recyclables from every house daily and to pre-sort the recyclables before delivering it all to one of
the 35 designated waste warehouses and be picked up by trucks (McDermott, 2017). This could
work for a small community like 852, because scraps could be used as organic fertilizers as what
Marikina does (Palafox, 2017), while recyclables could be exchanged for rice or cash equivalent
(Visaya, 2019). In fact, this ongoing practice in Pampanga has also decreased their trash
percentage to landfill by 68%. Waste warehouses usually perform further segregating, composting
and recycling to prepare the wastes for transfer to disposal landfills or to long-term storages
(Mateo, 2019). In effect, this could help residents to practice proper waste segregation while
pushing them to be responsible and accountable for their wastes.
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Abstract
This study used the theory of consumption values to determine the factors that would drive
the consumer choice behavior for zero waste lifestyle products. The research also explored if there
are differences in the consumption values for zero waste lifestyle products depending on which
generation the consumer belongs to. Post-Millennials, Generation Y and Generation X-ers were
surveyed through an online questionnaire shared via social media and email. Logistic Regression
analyses will be used to examine the effects of consumption values on purchase intention. Oneway Analyses of Variance were also conducted to determine if consumption values differed based
on generation. Findings from this study can provide insights for marketing strategy zero-waste
products, as well as for public policy on sustainable consumption and production.
Key Words: Consumption values, ethical consumption, green behavior, zero waste

Background of the Study
In 2017, Euromonitor International identified ethical consumption or ethical living as one
of 8 most influential megatrends shaping consumer markets, with the excessive use of single-use
plastic as one of the biggest concerns (Downey, 2018). One of the concepts associated with ethical
living is zero waste (ZW), a term coined by Paul Palmer in the 1970s, and that grew in popularity
in the late 1990s when organizations worldwide started setting a target of zero waste disposals to
landfills (Zaman, 2015). ZW is a design principle which holistically considers the flow of
resources and waste through human society, through recycling, cutting waste towards zero,
reducing consumption and ensuring that products are reused, regenerated, repaired, and recycled
internally or back into nature or the marketplace (Glavič & Lukman, 2007). This concept, which
has been presented as an alternative solution for waste problems in recent decades, has been
practiced and applied by different professionals in various areas, including resource extraction and
processing, design and production, waste management and treatment, regulatory policies and
assessment, and sustainable consumption and waste generation (Zaman, 2015).
On an individual consumer level, the ZW is a lifestyle change to lessen one’s
environmental impact through precautionary consumption to avoid generating waste (Murphy,
2018). Some behavior associated with the ZW lifestyle include avoiding the use of plastic (e.g.,
drinking straw, food packaging, personal care packaging, etc.), preferring multi-use products to
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their single-use alternatives (e.g., refilling water bottles at drinking fountains instead of buying
bottled water, safety razors instead of disposable razors, reusable feminine hygiene products
instead of disposable products, etc.), and switching to biodegradable, compostable, recycled or
recyclable products (e.g., bamboo toothbrushes, products in glass packaging, etc.), among other
things.
In the Philippines, there is a growing interest in ZW from the government and businesses.
The National Solid Waste Management Commission (NSWMC) has moved for stricter
implementation of the Ecological Solid Waste Management Act (Republic Act 9003), and
multinational companies have publicized their efforts towards developing more sustainable
packaging, i.e., reusable, recyclable or composable plastic packaging for their products
(Euromonitor International, 2018b). Another recent phenomenon is the opening of businesses that
make and/or sell zero waste products. There is also an increasing awareness of green issues among
upper and middle class Filipinos, which is observed in the growing support for eco-tourism
projects (Euromonitor International, 2018a). However, since the Filipino consumers are still
predominantly from the low-income group, most purchase decisions are still driven by price and
convenience rather than ethical and environmental concerns (Euromonitor International, 2018a).
Statement of the Research Problem
This study aims to determine what factors motivate the purchase of ZW lifestyle products.
Specifically, this study would like to answer the following questions:
1. Are there are differences in the consumption values for ZW lifestyle products among
consumers from different generations?
2. Which consumption values (functional value, social value, emotional value,
conditional value and epistemic value) positively influence the decision to purchase of
ZW lifestyle products?
Objectives of the Study
This research aims to accomplish the following objectives:
1. To determine whether the Theory of Consumption Values can be applied to a product
category, specifically, zero waste lifestyle products;
2. To determine whether consumption values differ among consumers from different
generations;
3. To identify which consumption values (functional value, social value, emotional value,
conditional value and epistemic value) positively influence the decision to purchase
zero waste lifestyle products;
4. To determine whether the interaction of all five consumption values can explain the
purchase of zero waste lifestyle products.
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Significance of the Study
This study attempts to apply the Theory of Consumption Values to product categories
instead of a specific brand or product, which is how it is traditionally used. Moreover, findings
from this research can provide insights for marketers and producers of ZW lifestyle products. It
can also provide insights for policymakers on how they can so that they can promote
environmentally-friendly consumption behaviors.
Scope and Limitation
In the interest of time, this study only covered respondents from the National Capital
Region. It also used convenience sampling method and it cannot be generalized to the entire
Philippine population. Moreover, consumption values are latent variables that are difficult to
measure, thus, scales developed by previous researchers were used to evaluate them. Open-ended
questions such as reasons for purchase or nonpurchase were also collected to supplement the
ordinal data. Lastly, this study relies on self-reported information, which were not confirmed by
objective observation.
Review of Related Literature
There are is a growing interest in the study of green behavior. A study by (Lin & Huang,
2012) on consumption values that influence choice behavior regarding green products found that
the decision to purchase green products by consumers in Taiwan was positively influenced by
conditional value, emotional value and epistemic value. Meanwhile, quality and price, which are
measures of functional value did not seem to significantly impact consumer choice behavior.
A similar study by Biswas and Roy (2014) aimed at understanding consumers’ choice
behavior for environmentally sustainable products in India found that there are differences in the
consumption values regarding sustainable consumption between consumers with a preference for
products with green credentials, and consumers with a preference for products without green
credentials. Moreover, social value, knowledge value (epistemic values), environmental value,
conditional value and functional value significantly influence choice behavior among consumers
with a preference for products with green credentials, with social value contributing the most
influence. Biswas and Roy's follow up study in 2015 research studied the effect of perceived
consumption values on behavioral intention to sustained green product consumption and
willingness to pay a green price premium among students and faculty members at two central
universities in India, and confirmed that consumers' price and knowledge perceptions are major
determinants of sustained green consumption and behavioral intention to pay the green price
premium is the outcome of sustained green consumption.
Khan and Mohsin (2017) also explored the effects of consumption values on the green
product consumer choice behavior in Pakistan and found that functional value (price), social value
and environmental value positively influences it, while conditional and epistemic value have a
negative effect. Moreover, emotional value has a significant effect on consumption values.
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Salimi (2019) examined the effects of environmental concerns and green knowledge on
green product consumption with an emphasis on the mediating role of perceived behavioral
control, perceived value, attitude, and subjective norm. He found that environmental concern
significantly and positively affected green purchase attitude, subjective norm, perceived value and
green purchase intention.
Generations and Purchase Behavior
Generation X or Gen X’ers, those who were born from 1961 to 1981, are described as
highly educated, active, balanced, happy and family oriented (Wiedmer, 2015). Millennials, also
known as Generation Y, are those whose birth dates range from the 1980s to 1990s (Wiedmer,
2015). They are said to be web savvy, highly connected via social media, more inclusively
community oriented, and seek a sense of meaning in greater contexts (Wiedmer, 2015).
A recent study by Bautista Jr. (2019) green behavior among consumers from Generation X
and Generation Y revealed that belief about green products, green values, attitude toward green
products, subjective norm, and perceived behavioral control significantly predict purchase
intentions across generations. Furthermore, Gen X appear to feel more pressure from their cohorts
to demonstrate green behavior.
Generation Z or Post-Millennials are born from 1995 to 2015, are digital natives, and are
said to be more socially and environmentally aware than previous cohorts, thus they tend to
mobilize around causes in spite of their youth (Wiedmer, 2015). Findings from a study by Kaur,
Duggal, and Suri, (2018) among Indian Post-Millennials confirm that these consumers feel that it
is their responsibility to take care of the environment and that they want to make a difference
through their consumption behavior. However, they are reluctant to buy green products because
of the unclear brand image and information about the brands.
Theoretical Framework
According to the theory of consumption values, five factors influence why consumers make
the choices that they do, that is, what to use, what to buy, and why choose one brand over another
(Sheth, J. N., Newman, B. I., Gross, 1991). According to this theory, consumer choice behavior,
i.e., the decision to purchase or not purchase a particular product is influenced by Functional Value
(FV), Social Value (SV), Emotional Value (EmV), Conditional Value (CV), and Epistemic Value
(EpV).
Functional Value is the perceived usefulness of the product based on its physical
performance and price (Sheth, et. al., 1991). A study among Malaysian consumers by Asshidin,
Abidin, and Borhan (2016) indicated that perceived quality significantly predicted the purchase of
both local and imported products.
Social Value is the perceived utility based on the image they get from buying the product
(Sheth, et. al., 1991).
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Emotional value, or the product’s capacity to arouse feelings or affective states in the
consumer (Sheth, et. al., 1991). According to a study by Wang and Wu (2016) emotions such as
pride, guilt, and respect have positive impacts on sustainable consumption choices.
Conditional Value is when a product is bought for because of a specific situation or set of
circumstances facing the consumer (Sheth, et. al., 1991). Conditional Value exerts positive impact
on consumer choice when this value is attached to environmental threats like global warming (Lin
& Huang, 2012)
Epistemic Value or the perceived utility based on a product’s capacity to arouse curiosity,
provide novelty, and/or satisfy a desire for knowledge (Sheth, et. al., 1991). Lin and Huang's 2012
study also indicated that Epistemic Value or consumer’s curiosity, desire for knowledge or novelty
has a significant positive impact on consumer choice behavior.
Hypotheses and Operational Framework
Based on the theory of consumption values, this research proposes the following
hypotheses:
H1: There is a significant difference in the Consumption Values of consumers from
different Generations
H2: Functional Value positively influence the decision to purchase of zero waste lifestyle
products
H3: Social Value positively influence the decision to purchase of zero waste lifestyle
products
H4: Emotional Value positively influence the decision to purchase of zero waste lifestyle
products
H5: Conditional Value positively influence the decision to purchase of zero waste
lifestyle products
H6: Epistemic Value positively influence the decision to purchase of zero waste lifestyle
products
H7: The interactions among the five consumption values positively influence the decision
to purchase of zero waste lifestyle products
The study used the operational framework illustrated in Figure 1.
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Figure 1. Operational Framework
Methodology
The National Capital Region (NCR) or Metropolitan Manila is composed of sixteen
urbanized cities: Manila, Quezon City, Caloocan, Las Piñas, Makati, Malabon, Mandaluyong,
Marikina, Muntinlupa, Navotas, Parañaque, Pasay, Pasig, San Juan, Taguig, and Valenzuela. It is
the smallest region in the Philippines, but it is also the most densely populated with over 12 million
residents (Department of Trade and Industry, n.d.). NCR was chosen as the locale for this study
since the region generates the most waste in the country, producing 9,212.92 tons of wastes per
day in 2016 (Senate Economic Planning Office, 2017).
This research is an cross-sectional, exploratory quantitative study to understand the
consumption values of NCR residents for ZW lifestyle products. Primary data was collected
through an online survey. The researcher conducted an online survey among Filipinos from
differing Generation X, Millennials and Post-Millennials residing in the National Capital Region
about their consumption values, and purchase or nonpurchase of ZW products. In the interest of
time, purposive quota sampling will be used to ensure that all the generations are represented. The
sample size per generation shall be determined Central limit theorem.
The study adapted the instrument used by Lin & Huang (2012), which used three to four
Likert-scale questions to measure functional value-price, functional value-quality, social value,
emotional value, conditional value and epistemic value. Questions regarding their reasons for
purchase or nonpurchase were also included in the instrument. The instrument was tested for
reliability on 50 respondents and yielded an overall Cronbach’s alpha of .91. Alpha values for each
construct varied from .73 to .91.
Logistic regression analyses were performed to identify which consumption values
(functional value, social value, emotional value, conditional value and epistemic value) positively
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influence the decision to purchase zero waste lifestyle products. One-Way Analyses or Variance
were also done to determine whether consumption values differ among consumers from different
generations.
Table 1
Cronbach’s Alpha Values
Construct
Functional Value
Functional Value (Quality)
Functional Value (Price)
Social Value
Emotional Value
Conditional Value
Epistemic Value
Environmental Concern

Cronbach’s α
.91
.90
.86
.92
.82
.73
.90
.74

Discussion of Results
The researcher was able to gather 144 valid responses, wherein 91% of the questions were
answered. Of the 144 respondents, 52 (36.1%) were Post-millennials age 18 to 24 (M = 20.7, SD
= 1.45), 48 were Millennials or 25 to 38 years old, (M = 31.0, SD = 4.19), 44 belonged to
Generation X, i.e., 39 to 54 years old (M = 45.6, SD = 5.32). Respondents mostly female (77.8%).
Other demographic characteristics are detailed in Table 2.
Table 2
Respondent Profile
Age

Gen Z
Gen Y
Gen X
Gender
Female
Male
Marital Status
Single
Married
Other
Highest
Education Junior High School
Level Completed
Senior High School
Bachelor’s Degree
Master’s Degree
PhD or equivalent
Ever
Used
ZW Yes
Products
No
Ever Purchased ZW Yes
Products
No
Multi-use kitchenware

Count
52
48
44
112
32
102
38
4
1
35
78
26
4
140
4
132
12
122

%
Mean
36.1
20.7
33.3
31.0
30.6
44.6
77.8
22.2
70.8
26.4
2.8
.7
24.3
54.2
18.1
2.8
97.2
2.8
91.7
8.3
84.7

SD
1.45
4.19
5.34
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Multi-use personal hygiene products
Plastic-free
personal
hygiene
products
Types of ZW Products
Plastic-free home care products
Purchased
Environmentally-friendly
disposables
ZW apparel

58
72

40.3
50

49
102

34.0
70.8

49

34.0

Mean scores for each consumption value were compared by generation and found that PostMillennials or Gen Z perceived higher Functional Value (both for quality and price) and Social
Value compared to the two other generations. Millennials or Gen Y, on the other hand, attributed
the highest Emotional Value among the three generations. Meanwhile, Gen Y and Gen X had the
same mean scores for conditional value and epistemic value, which were higher than the Gen Z
mean score. Table 3 summarizes the mean scores and standard deviations for each consumption
value.
Table 3
Descriptive Statistics
Gen
FV_Qual
Mean

SD

FV_Price

FV

SV

EmV

CV

EpV

X

3.8

3.7

3.7

3.1

4.3

4.2

4.3

Y

3.9

3.6

3.7

2.8

4.5

4.2

4.3

Z

4.0

4.0

4.0

3.3

4.3

3.9

4.2

X

.80

.87

.77

1.1

.79

.76

.77

Y

.66

.70

.58

1.2

.61

.81

.71

Z

.72

.64

.58

1.1

.84

.78

.74

One-Way Analyses of Variance were conducted to determine if the differences in
consumption value scores per generation were significant. Among the consumption values, only
Functional Value in terms of Price was significantly different (χ2 (3,144) = 6.1, p = .05). Post hoc
Dwass-Steel-Critchlow-Fligner (DSCF) pairwise comparisons revealed that Post-Millennials have
a significantly higher Functional Value in terms of Price compared to Millennials (p = .01). This
is consistent with previous literature stating that while they respond well to green initiatives, they
expect competitive pricing (Williams, Kaylene C., Page, 2011). Meanwhile the differences in FV
for Price between Gen X and Millennials (p = .43), and Gen X and Post-Millennials (p = .15) are
not significant. Tables 4 and 5 show the ANOVA and DSCF results. This means that H1 of this
study is partially supported.
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Table 4
One-Way ANOVA of Generations and Consumption Values
χ2
df
p
FV_Qual

2.8

2

.25

FV_Price

6.1

2

.05

FV

5.3

2

.07

SV

5.0

2

.08

EmV

1.5

2

.48

CV

5.1

2

.08

EpV

1.1

2

.59

Table 5
Dwass-Steel-Critchlow-Fligner Pairwise Comparisons for FV for Price
W
p
X

Y

-1.1

.43

X

Z

2.0

.15

Y

Z

3.5

.01

Individual logistic regressions per consumption value were ran to determine whether each
of the consumption values can explain the purchase of ZW products. Among the five consumption
values, Emotional Value had the highest coefficient (β = .90) and odds ratio (OR = 2.5), which
means that it positively influences the purchase of ZW products (p = .005). Thus, H4 of this study
is supported, however, H2, H3, H5, H6 are not. Table 6 summarizes the logistic regression runs
for each consumption value.
Table 6
Logistic Regressions per Consumption Value
Predictor
Model 1
Intercept
Functional Value
Model 2
Intercept
Social Value
Model 3
Intercept
Emotional Value
Model 4

β

SE

Z

Odds
Ratio

p

95% CI
Lower
Upper

1.3
.29

1.7
.45

.77
.63

.44
.53

3.8
1.3

.13
.55

108.3
3.2

1.7
.23

.82
.27

2.1
.84

.03
.40

5.7
1.3

1.1
.74

28.2
2.1

-1.3
.90

1.3
.32

-1.0
2.8

.31
.005

.27
2.5

.02
1.3

3.3
4.6
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Intercept
Conditional
Value
Model 5
Intercept
Epistemic Value
n=

1.6

1.5

1.1

.19

.36

.53

.64
.42

1.5
.35

.43
1.2

.27
.60

5.1
1.2

.29
.60

89.9
2.5

.67
.23

1.9
1.5

.11
.76

33.5
3.1

144

Another logistic regression model was made to see whether the interaction among all five
variables would better explain the purchase of ZW products. Between 7.5% and 17.1% of the
variance in the purchase of ZW products is explained by consumption values (χ2 (5, 144) = 11.2,
p = .05). This model has a 91.7% prediction accuracy at 95% confidence interval. This model also
showed that among the five consumption values, social value (β = .02, OR = 1.02, p =.94, 95% CI
[.55, 1.9]), emotional value (β = 1.65, OR = 5.2 p = .006, 95% CI [1.59, 17.1]) and epistemic value
(β = .22, OR = 1.2, p = .64, 95% CI [.50, 3.1]) yielded positive coefficients, and odds ratios of
more than 1, which means that as these values increase for a consumer, the odds of him or her
purchasing ZW products also increases. However, only emotional value was a statistically
significant explanatory variable for the purchase of ZW products. Table 7 shows the regression
results for this model.
Table 7
Logistic Regression of the Interaction of All Variables
Predictor
Intercept
Functional Value
Social Value
Emotional Value
Conditional Value
Epistemic Value
Model χ2 =
R2CS =
R2 N =
AIC =
PAC =
n=

β
1.30
-.76
.02
1.65
-.94
.22

SE
2.25
.61
.32
.61
.60
.47

11.2
.07
.17
83.4
91.7%
144

p = .05

Z
.58
-1.23
.07
2.72
-1.58
.47

p
.56
.22
.94
.006
.12
.64

Odds
Ratio
3.68
.47
1.02
5.2
.39
1.2

95% CI
Lower Upper
.045
302.3
.14
1.6
.55
1.9
1.59
17.1
.12
1.3
.50
3.1

VIF
2.0
1.2
3.5
2.3
1.5

On the other hand, functional value (β = -.76, OR = .47, p = .22, 95% CI [.14, 1.6]) and
conditional value (β = -.094, OR = .39, p = .12, 95% CI [.12, 1.3]) had negative coefficients, as
well as odds ratios of less than 1, which means that as these values increase for a consumer, the
odds of him or her zero waste products. Therefore, H7 is partially supported.
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Conclusion, Management Implications and Recommendations
This study showed that the Theory of Consumption Values can be applied to product
categories, in particular, ZW product categories. However, the R2 values in the logistic regressions
were low, which means that the models do not have a very strong explanatory power. This may be
attributed the wide variety of products within the ZW category, and respondents may have varying
consumption values for each individual products.
Among the consumption values, Social Value, Emotional Value and Epistemic Value
positively influence the decision to purchase zero waste lifestyle products, but only Emotional
Value was a significant predictor of purchase. This means that marketing messages that appeal to
emotion can be used to promote the purchase and use of these products. This reflects the results
from a recent study conducted in Hangzhou, China, where researchers found that four emotions
play an active role in promoting sustainable consumption: pride, guilt, respect, and anger (Wang
& Wu, 2016).
Lastly, most consumption values do not differ among generations; only functional value in
relation to price was significantly different, which can be explained by the differences in income
levels between generations. This means that there is no need to create marketing campaigns and
messages that are tailored to a certain generation.
Recommendations for Further Study
The researcher recommends that this study be conducted on a larger, more homogenous
sample, using a more probabilistic sampling method. A qualitative study is also recommended to
get the full story behind the quantitative data. This can be done by observing participants’ shopping
behavior and conducting interviews where they can be probed about their purchase behaviors.
Lastly, testing for moderating effects of age, gender and level of environmental concern may also
provide more marketing insights.
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Abstract
Addressing sustainable consumption attitude-behaviour gap is important in the
advancement of sustainable marketing. This article examined the consumers’ sustainable choice
between gas and electric scooter as predicted by consumers’ felt responsibility for sustainability
anchored on norm activation theory. Cross-sectional online survey design was employed. The data
came from faculty employees of a state university in Northern Samar, Philippines. The results
revealed that awareness of consequences predicted consumers’ felt responsibility for sustainability
and ascription of responsibility partially mediated the relationship between awareness of
consequences and consumers’ felt responsibility for sustainability. Further, consumers’
sustainable choice between gas and electric scooter was associated with their felt responsibility for
sustainability. This study added empirical evidence on the applicability of consumers’ felt
responsibility for sustainability as predictor of sustainable choice behaviour and answered the call
for more studies that would promote better understanding of sustainable consumption concept.
Further, the findings provided important implications on how marketers and managers can promote
pro-environmental products such as electric scooter and boost sustainable consumption among
buyers in an identified community.
Key Words: Consumer felt responsibility; norm activation theory; sustainable choice; sustainable
marketing

Introduction
Philippines ranked 111th out of 180 in the Environmental Performance Index (EPI) air
quality criteria, meaning only 38.3% of the countries were ranked below the Philippines in terms
of quality air production (“Environmental Performance Index: Philippines,” 2019). Based on the
2018 Environmental Management Bureau annual report, majority or 65% of air pollutants in the
country were derived from mobile sources such as cars, motorcycles, trucks and buses (DENR,
2018). The Philippine electric vehicle industry has been working for the promotion of electric
vehicles in the country to create a transportation landscape that is economically environmentfriendly and ecologically sustainable (“E-Vehicles: Securing the future of Philippine industries,”
n.d.). However, there appears to be challenges in terms of increasing the demand for electric
vehicles in the Philippines. The concern of consumers in patronizing electric vehicle is mainly due
to possible inconveniences like lack of infrastructure such as charging station and unreliability of
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the product in terms of travel distance capacity (Aguila, 2018). In this study, tenets of marketing
that would help increase patronization of electric scooters to private users will be looked into.
Businesses are said to have contributed a big chunk of liability in the sustainability
predicament the world is facing today (Kilbourne & Carlson, 2008). Most particularly, calls to
rethink the tenets of marketing have been forwarded by a number scholars, particularly on the role
of marketers in encouraging unsustainable patterns of consumption (Gordon, Carrigan, &
Hastings, 2011 citing James, 2007). Excessive and unsustainable consumption was mainly
attributed to marketing by consumers and it was further found that consumers do not view
themselves as factor to environmental degradation (Heath & Chatzidakis, 2012). Hence, a vigorous
call to revisit the essentials of marketing to reconcile it with sustainability has emerged (Varey,
2010).
Sustainable consumption behaviour has been defined in different ways in the literature
using different frameworks like “mindful consumption” anchored on transformative mindfulness
(Bahl et al., 2016), “environmental-friendly” consumption using theory of consumption values
(Lee, Levy, & Yap, 2015), and “consumer social responsibility” adopting norm activation theory
(Luchs and Miller, 2015). This paper will look into sustainable consumption behaviour on the
premise of consumer social responsibility. Consumers’ social responsibility pertains to consumers’
thoughtful and purposeful choice based on moral values (Devinney, Auger, Eckhardt, &
Birtchnell, 2006). Consumers responsibility for sustainable consumption (CRSC) aims to explain
the sustainable consumption attitude–behaviour gap which refers to the incongruity between the
number of consumers manifesting positive attitude or intention to patronize sustainable products
and the number of consumers that are really committed to changing their consumption behaviour
by consuming less or by choosing products that are environmentally-friendly or are produced
sustainably (Luchs, Phipps, & Hill, 2015).
Sustainability marketing is concerned with the promotion of quality of life (Thomas, 2018).
Marketing sustainability is an opportunity for managers to not only manage relationships
with customers and stakeholders but also address a wider perspective involving economic,
environmental, and social aspects of the market place (Hult, 2011). In order to create a sustainable
society, marketing should be concerned with what are being produced and consumed, and the
question of why and how it was produced and consumed (Varey, 2010). In the Philippines, efforts
to address the unsustainable patterns of consumption and production must be fortified since
sustainability indicators reveal a considerable gap between policies passed and the environmental
state the country is presently experiencing (Sta. Romana, 2017).
The output of this study added empirical evidence on the applicability of consumers’ felt
responsibility for sustainability as predictor of sustainable choice behaviour. Further, it answered
calls for more studies addressing the consumers’ sustainability-related attitude and behaviour gap.
Managers and marketers can benefit from this study by looking at the possible programs aiming
to increase consumers’ felt responsibility for sustainability in furtherance of the goal towards a
truly sustainable society.
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Related Literature
Norm Activation Theory (NAT)
Norm activation theory explains how activators, personal norms and behaviour interact.
The theory describes how a person constructs self-expectations regarding pro-social behaviour
called ‘personal norms’ which in turn, are manifested as feelings of moral obligation (Schwartz,
1977). Awareness of consequence and ascription of responsibility are considered as activators of
personal norm. Awareness of consequence measures a person’s consciousness of the “negative
consequence for others if a person does not act pro-socially” while ascription of responsibility is
the “feelings of responsibility for the negative consequences of not acting pro-socially” (De Groot
& Steg, 2009).
Under NAT, personal norms, are “moral obligation to perform or refrain from specific
actions” and is used to predict pro-social behaviour immediately (Schwartz, 1977). In view of the
foregoing, Luchs and Miller (2015) operationalized consumers’ felt responsibility for
sustainability (CFRS) as an activated personal norm and defined it as “consumer’s sense of
responsibility, or felt obligation, to consume in ways that simultaneously promote their selforiented values, and their pro-social and/or pro-environmental values” (p.256). In this study, a
person’s personal norm in the context of CFRS is expected to predict consumer’s sustainable
behaviour in its choice between a gas and electric scooter. Since one’s personal norm is activated
by one’s awareness of consequence and ascription of responsibility, it is expected that both will
predict CFRS, meaning, when a person feels and becomes aware of the negative consequences of
not driving electric scooter, CFRS will be developed. Figure 1 illustrated the framework of this
study. The framework examined CFRS together with the identified antecedents of personal norm
under NAT. Consumers’ sustainable choice behaviour was applied to choice between electric and
gas scooter.

Awareness of
consequences

H1
H2

Consumer Felt
Responsibility for
Sustainability

H3

Consumers’ Sustainable
Choice Behavior
between electric and gas
scooter

H2

Ascription of
responsibility
Figure 1. Operational framework for sustainable choice behaviour between electric and gas
scooter as predicted by CFRS
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Consumers’ Felt Responsibility for Sustainability and Awareness of Consequences
Consumer responsibility exemplifies a group of concepts that defines distinct classification
of concerned population and serves as a medium to conceal conflicts that might lead or impede the
transition to becoming a responsible consumer (Caruana & Crane, 2008). Further, consumer social
responsibility is found to be influenced by multiple agents such as consumers, corporations,
government bodies, consumer associations, and the media (Caruana & Chatzidakis, 2014).
Michael Gerhard Luchs et al. (2015) proposed four dominant perspectives of consumer
responsibility – responsibility as cognition, as emotion, as moral imperative, and as socioculturally shaped. For Devinney, Auger, Eckhardt, and Birtchnell (2006), consumer social
responsibility is manifested as expressed activity, purchasing or non-purchasing behaviour, and
expressed opinions in market research. Considering previous studies and findings on consumer
responsibility and its ability to present a shift from consumer-based sovereignty to sustainable
consumption-based model, Michael Gerhard Luchs et al. (2015) suggested that consumer
responsibility is a unique and different predictor of sustainable behaviour. Hence CFRS in this
study is in the form of activated norm in the context of personal norm activation theory (Luchs &
Miller, 2015). CFRS is conceived and operationalized as a moral imperative. Meaning, “ones
action can have a significant or unique casual impact on another’s welfare” (Michael Gerhard
Luchs et al., 2015 citing Fleishman, 1980, p.630).
Awareness of consequences (AC) was assumed an antecedent of personal norm under the
norm activation theory (He & Zhan, 2018). AC refers to a person’s tendency to be cognizant of
the magnitude of one’s behaviour for others or for other things one values (Schwartz, 1977).
Studies have established a positive effect of AC to personal norms. Zhang, Wang, and Zhou (2013)
found that AC positively influenced employees’ personal norm on electricity saving behaviour. A
positive effect was also established between AC and personal norm in choice of public proenvironmental public transportation (Harland, Staats, & Wilke, 2007). In this study, awareness of
consequences refers to the consciousness of the negative effects of driving gas scooter, and it was
hypothesized that: (H1) Awareness of consequences positively influences consumers’ felt
responsibility for sustainability.
Mediating Effect of Ascription of Responsibility
Ascription of responsibility (AR) also termed as responsibility denial refers to feelings of
responsibility for the negative consequence of not acting in accordance with one’s expected
behaviour. This refers to the resulting consequence of using a gas scooter over electric scooter,
resulting to a possible deactivation or neutralization of feelings of obligation (Schwartz, 1977).
Some studies suggested a mediator model of the norm activation theory where personal norm is
assumed to mediate AR and sustainable behaviour and AR is assumed to mediate AC and personal
norm (De Groot & Steg, 2009). Hence, the mediating effect of AR will also be tested in this study
as it would promote better understanding of how CFRS is activated which may lead to sustainable
choice behaviour. Zhang et al. (2013) found that AC positively influence AR in terms of employee
electricity saving. Same finding was presented in the study of people’s acceptance of energy policy
(De Groot & Steg, 2009). Therefore, Ascription of responsibility was operationalized as
respondents feeling responsible for the negative consequences of driving gas scooter and it is
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posited that: (H2) Ascription of responsibility mediates the relationship between awareness of
consequences and consumers’ felt responsibility for sustainability.
Sustainable Choice Behaviour
Studies on pro-social behaviour under norm activation theory used different constructs to
measure pro-social behaviour. Zhang, Wang, and Zhou (2013) on measuring electricity saving
behaviour asked respondents the frequency of observing eight different electricity saving
behaviours of the firm. He and Zhan (2018) on adoption of electric vehicle measured respondents’
pro-environmental behaviour through intention. Geng, Liu, and Zhu (2017) measured sustainable
consumption behaviour in terms of purchasing, use and treatment and disposal practices. Luchs,
Brower, and Chitturi (2012) on examining product choice and the importance of aesthetic design
given the emotion-laden trade-off between sustainability and functional performance, measured
sustainable choice by presenting respondents with scorecards of two products, one with superior
sustainability rating (and average functional performance) and the other with superior functional
performance (and average sustainability characteristics). Since the aim of this study is to determine
the likelihood that respondents will choose electric scooter over gas scooter, respondents were
presented with a two product score card depicting electric and gas scooter following the measures
used by Michael Gerhard Luchs et al. (2015) on product choice stimuli. Hence, it is hypothesized
that: (H3) Consumers sustainable choice between electric and gas scooter is associated with
consumers’ felt responsibility for sustainability.
Gas and electric scooters
In 2018, Motorcycle Development Program Participants Association, Inc. (MDPPA)
reported a 21% (1,580,925 units) increase in motorcycle sales in the Philippines and among the
five market segments of motorcycle, automatic transmission (AT) gas scooter segment got the
highest sales growth of 48% (577,722 units) from 2017 (Roces, 2019). The increase in sales of AT
gas scooter is attributed to being the top choice among new riders and its user-friendly operation
(Roces, 2019). On one hand, the market for electric scooter has been rising in some countries.
Electric vehicles have become encouraging sustainable solution because of the promised efficiency
in terms of energy consumption and tailpipe emission reduction (He & Zhan, 2018). The Philippine
electric vehicle industry has been working for the promotion of electric vehicles in the country to
create a transportation landscape that is economically environment-friendly and ecologically
sustainable (“E-Vehicles: Securing the future of Philippine industries,” n.d.). However, electric
scooter has its downside which included limited maximum speed, accelerating and carrying
capacities (Majumdar, Majumder, & Jash, 2016). In this study, electric scooters as one form of
eco-innovations are assumed to be the choice of consumers with pro-environmental behaviour (He
& Zhan, 2018).
Methodology
Quantitative research approach employing cross-sectional online survey design was
employed since survey is the most suitable method for getting individual beliefs and perceptions
(Kerlinger, 1986). The population in this study was composed of faculty employees of the
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University of Eastern Philippines (UEP) in Northern Samar as it was observed that the primary
means of private transportation used by UEP employees is motorcycle. The selection of a specific
place to administer this study was due to the findings that sustainable consumption behaviour is
positively influenced by place identity (Lee et al., 2015). UEP has a total of 439 regular faculty
members. Out of 250 questionnaires randomly sent to the messenger and/or email account of the
target respondents, 109 responses were received. Table 1 shows the demographic profile of the
respondents in terms of sex, motorcycle ownership and age.
Table 1
Demographic Attributes of Respondents
Measure
Item
Count (N=109)
Gender
Female
59
Male
50
Motorcycle owner
Yes
75
No
34
Age
24-52
M=33

Percentage
54.1%
45.9%
68.8%
31.2%
SD=7.42

The items used in the questionnaire were adapted from previous studies and was modified
to fit in the context of this study. Sustainable choice behaviour was measured by asking
respondents to choose between electric and gas scooter assuming that both have the same design
and color but have different sustainability and performance rating following measures on product
choice stimuli (Luchs et al., 2012; Luchs & Miller, 2015; Michael Gerhard Luchs et al., 2015). To
ensure that respondents have common understanding of a more sustainable product, they were
asked to rate in a scale of 1 to 7 where 1 is definitely gas scooter and 7 is definitely electric scooter,
which one is a more sustainable choice. A manipulation check was conducted to confirm if
respondents rated electric scooter as the more sustainable product. CFRS was measured using the
scale proposed by Luchs and Miller (2015). Items for ascription of responsibility and awareness
of consequences were adapted from Zhang et al. (2013).
To ensure internal consistency, scale reliability test was conducted. The results were
provided in Table 2. The Cronbach α were all above the 0.7 recommended threshold value
(Bagozzi & Yi, 1988), suggesting internal consistency.
Table 2
Reliability Analysis (N=109)
Latent Variable
Cronbach’s α
Consumers’ Felt
0.78
Responsibility to
Sustainability
(CFRS)
Awareness of
Consequences
(AC)

0.885

Item
CFRS1
CFRS2
CFRS3
CFRS4
CFRS5
AC1
AC2
AC3
AC4

α if item dropped
0.714
0.705
0.722
0.708
0.841
0.927
0.829
0.823
0.819
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Ascription of
Responsibility
(AR)

0.944

AR1
AR2
AR3
AR4

0.928
0.935
0.914
0.930

Results and Discussion
The effect of CFRS in their choice between electric and gas scooter and the effect of AC
and AR to CFRS were examined. From the data gathered from 109 participants, descriptive
statistics were first derived to see the correlation among variables. After which, hypotheses were
tested for regression using Jamovi. All models were tested for collinearity and the result revealed
that no VIF value was above 4.0, suggesting no problem with multicollinearity (Hair, Anderson,
Tatham, & Black, 1995). Table 3 indicated that all variables have significant positive correlation
with other variables except for age.
Table 3
Spearman’s correlation matrix (N=109)
Age
AC
Age
CFRS
0.040
AC
0.010
0.348
AR
-0.129
0.568

AR

CFRS

0.545

-

Bolded figure means p-value is <.001.

Hypotheses Testing
To examine the influence of AC on CFRS, hypothesis 1 was tested and the data presented
in table 4 (model 1) revealed that AC (R= 0.425, F(107)= 23.5, p<.001) explained 17.3% of the
variance. AC also positively influenced CFRS (β= 0.343, p<.001), confirming hypothesis 1.
Table 4
CFRS as dependent variable
Constant
AC
AR
Age
Sex (M-F)
Ownership (Y-N)

Model 1
3.94***
(0.433)
0.343***
(0.071)

Model 2
3.51***
(0.426)
0.189**
(0.079)
0.241***
(0.066)

Model 3
3.31***
(0.561)
0.178**
(0.08)
0.254***
(0.068)
0.007
(0.010)
0.039
(0.146)
-0.158
(0.159)
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R2
Adjusted R2
No. of observations

0.18
0.173
109

0.272
0.259

0.281
0.246

Standard errors were reported in the parenthesis.
**, *** indicate significance at 95% and 99% level, respectively.

AR (β= 0.241, p<.001) was also found to have a positive significant influence on CFRS
and when it was factored with AC (β= 0.189, p=019), model 2 (R= 0.522, F(106)= 19.8, p<.001)
showed that it is a better fit since it was able to explain 25.9% of the variance. The control variables
age, sex and scooter ownership did not have significant impacts. These results affirmed the study
of Zhang et al. (2013) that AC and AR are positively related to activating employee’s moral
obligation such as saving electricity in the company. The results suggested that respondents’
awareness of the negative consequences of using gas scooter resulted to development of a moral
obligation or a heightened feeling of responsibility towards sustainability. In other words,
respondents that are not aware of the negative consequences of driving a gas scooter would not
likely develop a felt responsibility for sustainability.
To better comprehend the relationship between AC and CFRS, the mediation effect of AR
was examined using Preacher and Hayes Bootstrapping method. Table 5 showed that the mediation
estimates of indirect effect (β= 0.154, p=0.003) differs significantly from zero, indicating that there
is a partial mediation (Preacher & Kelley, 2011) confirming hypothesis 2. AR partially mediates
the influence of AC on CFRS. The result also revealed that AC increases AR and AR in turn
increases CFRS.
This finding is consistent with the mediator effect model proposed by NAT and supported
the findings of De Groot and Steg (2009) explaining that a mediator model means that a person
will struggle to feel responsible for not acting pro-socially or will have difficulty pursuing
sustainable action as an obligation if there is no awareness of the negative outcomes of an action
or of not acting. In the same manner that activating consumers’ felt responsibility seems
implausible if one does not feel personally responsible for the problems or obligated to contribute
to giving solutions.
Table 5
Mediation estimate of AR on AC and CFRS
95% Confidence
Interval

Effect
Indirect
Direct
Total

Label
AC-AR x
AR-CFRS
AC-CFRS
CFRS+Indirect

β
0.154

Lower
0.068

Upper
0.281

p
0.003

% Mediation

0.189
0.343

0.024
0.192

0.337
0.504

0.018
<0.001

55.1
100

44.9

Interpretation
partial

Hypothesis 3 theorized that CFRS will determine consumers’ choice for a more sustainable
product. The manipulation check confirmed that, overall, respondents found electric scooter as the
more sustainable product with a mean difference of 5, which is significantly higher than the
midpoint 4 (t(108)=23.6, p<.001), where gas scooter having more superior performance rating was
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anchored at the lower end of the scale (1), and the electric scooter as the more sustainable product
was anchored at the higher end of the scale (7).
A two-predictor logistic model was fitted to the data to test the likelihood that respondents
would choose electric scooter over gas scooter. The logistic regression analysis was carried out
with electric scooter as reference level. The results were presented in table 6. The data set consisted
of 70 (64.2%) respondents choosing electric scooter and 39 (35.8%) choosing gas scooter. The
odds of respondents choosing gas scooter in reference to electric scooter was negatively related to
CFRS (β= -1.01, p<.001). For one unit increase in CFRS, a 1.01 decrease in the log of odds of
choosing gas scooter can be expected while holding other variables at constant. In other words,
the higher the CFRS mean score, the less likely respondent will choose gas scooter and the more
likely it will choose electric scooter. The control variables age, sex, and scooter ownership did not
have significant impacts. This result confirmed hypothesis 3. It supported the findings that CFRS
predicted product choice and that increase in CFRS also increased the likelihood of choosing
electric scooter being the more sustainable product (Michael Gerhard Luchs et al., 2015).

Table 6
Logistic regression analysis of consumers’ sustainable choice behaviour between
electric and gas scooter
Predictor
Model 1
Odds Ratio
Model 2
Odds Ratio
eβ
eβ
Intercept
5.4***
4.84**
(1.62)
(1.88)
CFRS
-1.01***
0.365
-0.1***
0.368
(0.272)
(0.274)
Age
0.008
1.01
(0.029)
Sex (M-F)
0.252
1.29
(0.455)
Ownership (Y-N)
0.22
1.25
(0.505)
X2
16.1
17
2
R cs
0.138
0.144
R2 N
0.189
0.198
Estimates represent the log odds of gas vs. electric
**, *** indicate significance at 95% and 99% level, respectively

The prediction accuracy of choice between electric and gas scooter is presented in table 7.
The result on prediction accuracy of those that choose electric scooter was high (87.1%) while the
prediction accuracy of those that will choose gas scooter was low (35.9%). The result implied that
the model is more accurate in predicting choice for electric scooter.
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Table 7
Prediction accuracy of respondents’ choice between electric and gas scooter
Observed
Electric Gas
% Correct
Electric
61
9
87.1
Gas
25
14
35.9
*cut-off value is at 0.5

Conclusions and Recommendations
This study helped promote understanding of CFRS as predictor of consumers’ sustainable
consumption behaviour in terms examining their choice between electric and gas scooter. In
summary, the results revealed that consumers’ sustainable choice behaviour is associated with
consumers’ felt responsibility for sustainability. Meaning, the higher respondent’s felt
responsibility for sustainability, the more likely that electric scooter will be chosen despite possible
inconvenience due to the relatively lower performance rating of the product.
The study also revealed that personal norm in the context of CFRS can be generated
through awareness of the negative consequences of one’s action. The positive influence of AC on
consumers’ felt responsibility was affirmed. Hence, a person’s awareness of the negative
consequences of driving gas scooter can result to development of moral obligation or felt
responsibility to act and consume in a sustainable manner. Further, it was found that the effect of
awareness of consequences on consumers’ felt responsibility for sustainability was partially
mediated by ascription of responsibility in consonance with the mediator model of NAT. This
implied that respondents’ awareness of the negative consequences of an action such as driving gas
scooter resulted to generating feelings of joint responsibility for the negative outcome (He & Zhan,
2018).
Based on these findings, when a consumer have high awareness of negative consequences
of one’s action and ascription of responsibility, a high feeling or responsibility for sustainability
will also be generated leading to sustainable choice behaviour among consumers. This research
may served as a pilot study on how marketers may boost sustainable consumption among buyers.
It is forwarded that scholars and marketers should focus on how to strongly promote the sense of
responsibility of consumers to produce a more sustainable choice behaviour. The approach of
developing consumer responsibility can be an effective means of promoting sustainable
consumption among consumers as opposed to targeting attitude transformation (Luchs & Miller,
2015 citing Schwartz, 1977)
To encourage use of electric scooters among UEP employees, managers and marketers
should give attention to generating felt responsibility for sustainability by educating and promoting
awareness of the negative consequences of one’s action thereby developing joint feeling of
responsibility for sustainability. Publicity programs on building consciousness among employees
on their substantial contribution that would lead to a cleaner, higher quality air, and ultimately,
healthier people and UEP environment may be considered in addressing sustainable consumption
attitude-behavior gap (He & Zhan, 2018). In this way, consumers will believe that they are able to
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contribute in solving the environmental problem of the community thereby helping protect the
health and ecological balance of the environment.
Further study on sustainable consumption behaviour can look into the effect of other factors
(e.g. price, feelings, and attitude) that may influence sustainable choice in purchasing products like
electric scooter. Considering also that personal norm like CFRS differs depending on the strength
of collectivism of a place (Zhang et al., 2013), it is recommended that the study be conducted in
different regions. A study that would address how marketers, managers and the government can
generate and develop peoples’ sense of responsibility will greatly impact the field of sustainability
marketing. One of the limitations of this research is that it was conducted in an academic
community where motorcycle is a prevalent mode of transportation. Therefore, it is recommended
that further study should consider a different sample considering that respondents in this study
were assumed to possess high to average environmental and sustainability awareness and at least
minimum knowledge of electric scooter. Another limitation is that respondents are mixed owners
and non-owners of gas scooters. Further study may look into the willingness of gas scooter owners
to shift to electric scooter.
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Abstract
Most people nowadays, especially women are dependent on the use of cosmetic products
which are applied on the most sensitive part of the body - skin. The skin on the face is thinner and
more susceptible to ultraviolet rays that can cause different types of skin disease and prone to
aging. While choosing to wear makeup may help enhance one’s personal appearance and selfesteem, it also exposes the wearer to a range of health concerns. Thus, some manufacturers started
producing organic based products that can help support a healthy- young looking skin. If the
product is USDA certified organic, that means it is made of 95 percent or more of organic
ingredients derived from plant sources. All of these ingredients were grown without pesticides,
bioengineered genes, or petroleum-based fertilizers, which could be toxic to the environment.
Also, these ingredients were farmed using organic farming methods that recycle sources and
promote biodiversity. Natural products are simply derived from natural sources without added
synthetic compounds (Nemiroff, 2019). The goal of this research is to identify which factors will
drive consumers of Metro Manila to consider purchasing organic based cosmetic products.
Authors used Measures of the Theory of Planned Behavior variables made reference to
target behavior of purchasing organic and green cosmetics. The psychological variables from the
TPB theory was measured by deriving it from the previous research of Chung & Kim’s “Consumer
Purchase Intention for Organic Personal Care Products” (2011). Measures ot TPB that has been
applied previously to predict green consumer behavior has been confirmed (Bamberg, 2003; Chan
and Lau, 2001) to explain the antecedent of attitude, consumers’ past experiences as predictor of
purchase intention / intention to buy.
A total random sample of three hundred (n=300) responses was targeted in order to obtain
a satisfactory level to execute the desired statistical data analysis and remove any bias. In the end,
314 responses were gathered and deemed valid.
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The research provides insights for organic and green cosmetics by indicating attitude as the
most important predictor to behavior intention or intention to buy organic and green products. The
findings of this research suggest that creating a positive attitude toward buying organic personal
care products may be a significant factor for retailers to increase consumers’ purchase intention of
organic and green cosmetic products.
The research shows the significant role of consumer values on the relationship between
attitude and purchase intention to buy organic and green products. Meanwhile, a combination of
improved Subjective Norm, Perceived Emotional Control and Attitude to Green and Organic
Products will have an even higher behavioral intention or intention to buy organic and green
products.
Key Words: organic make-up; organic consumer studies; purchasing organic make-up
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Abstract
This research aimed to determine and analyze the conditions and marketing challenges of
Organic Agricultural Products Traders in Nueva Vizcaya, the results of which serve as bases for
crafting a marketing plan. The study adopted the qualitative descriptive method through personal
interviews with the managers and sellers of organic products in Nueva Vizcaya certified by the
Participatory Guarantee System and/or Organic Certification Center of the Philippines (OCCP).
For triangulation purposes, representatives from the Department of Trade and Industry (DTI),
Department of Science and Technology (DOST), and Office of the Provincial Agriculture were
also interviewed to determine the scope of support provided to organic traders. Organic traders
who normally receive technical support from government agencies and whose funds are sourced
out, offer organic upland and lowland vegetables with processed products as additional products.
They purchase 50 to 2,500 kilograms per month depending on the type of product, its availability
and the season, which they offer to a variety of customers. In terms of challenges that they
encounter along marketing mix elements, most of them indicated their concerns on the appearance
and labeling of the product, changes on pricing due to contingent events and quality of organic
vegetables, refusal of contracts to business markets due to limited production and manpower, and
updating printed and online advertisement platforms. Using Michael Porter’s Five Forces model,
the study found out that the bargaining power of the consumers is weak since traders are able to
set a price higher than non-organic products due to greater demand than supply conditions and
health and safety benefits of the products. This holds true to the bargaining power of suppliers,
that is – the traders are able to set a buying price without much pressure since they have their own
agreement with the farmers. Potential development of substitute products is low because traders
focus only on offering organic products through Good Agricultural Produce or GAP while
potential entry of new competitors is moderate since there are few barriers to entry and there are a
few sellers/traders. In general, rivalry among competing firms is not stiff. Based on these findings,
the study was able to formulate a marketing plan.
Keywords: marketing strategy, competitive forces model, bargaining power, industry rivalry
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Introduction
Organic agriculture is an agricultural production system that promotes environmentally,
socially, and economically sound production of food and fibers, and excludes the use of
synthetically compounded fertilizers, pesticides, growth regulators, livestock feed and additives
and genetically modified organisms. The purpose of organic agriculture is to optimize the health
and productivity of interdependent communities of soil life, plants, animals and people. (Pearl2
Project Technical Paper #1 “State of the Sector Report – Philippine Organic Products 2006”, (2007
Series).
The Organic Agriculture Act of 2010 (Republic Act No. 10068) is an act providing for the
development and promotion of organic agriculture in the Philippines and for other purposes was
enacted last April 6, 2010. Subsequently, it was declared as the policy of the State to promote,
propagate, develop further and implement the practice of organic agriculture in the Philippines that
will cumulatively condition and enrich the fertility of the soil, increase farm productivity; reduce
pollution and destruction of the environment, prevent the depletion of natural resources, further
protect the health of farmers, consumers and the general public, and save the program for the
promotion of community-based organic agricultural systems which include, among others, farmers
produced purely organic fertilizers such as compost, pesticides and other farm inputs, together
with a nationwide educational and promotional campaign for the use and processing, as well as
the adoption of organic agricultural system as a viable alternative shall be undertaken. (Maghirang,
de la Cruz, & Villareal, 2011).
One of the challenges of marketing organic agricultural products is the certification of these
products by a third-party certifying body. According to Castro (2011) products to be labeled as
organic have to meet the requirements set in the Philippine National Standards for Organic
Agriculture. The standards can appear to be restrictive, but these are also based on logical and
scientific fundamentals and are also subject to frequent review and improvement as the wealth of
information, knowledge and technologies increase. The choice of subjecting a product for
certification is however, under the prerogative of the farmer producer. Under the Organic
Agriculture Act of 2010, the government will subsidize the expenses for certification following a
set of guidelines. This ensures that the farmers would try to meet the standards after being given a
two-year period to scale up and meet the requirements for certification (Maghirang, de la Cruz, &
Villareal, 2011). However, despite of this government support for the certification of the organic
agricultural products, the volume of production remains small due to technological requirements
of organic farming and traditional farmers have difficulty shifting to this practice. Another
challenge in marketing organic products is that these products cater to a niche market (healthconscious customers) and enjoy a price premium reportedly ranging from 20 to 30 percent.
(Maghirang, de la Cruz, & Villareal, 2011). The organic products command a high price because
of the limited supply and due to the health and safety benefits of the products. Furthermore, prices
of organically grown products are predetermined (Food and Agriculture Organization of the
United Nations, 2015) which makes it difficult to adjust prices compared to conventional products.
In Nueva Vizcaya there are 1,000 estimated farmers engaged in organic agriculture and
there are only four (4) traders of these organic products (OPA). Based on the interview conducted
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by the researchers with the Provincial Coordinator for Organic Agricultural Program at the Office
of the Provincial Agriculturist (OPA) organic farming is a laborious activity and there are many
requirements for certification.
According to Ms. Ma. Christina S. Opeńa, the Administrative Officer-IV of the Provincial
Agriculture Office of Nueva Vizcaya, there are 15 organic vegetable farms being assisted by the
Provincial Agriculturist Office and most of which are located in Kayapa, Nueva Vizcaya. The
other organic farms are situated in Dupax del Norte, Dupax del Sur, and Kasibu. There is only a
limited volume of production so the traders have also a limited volume of purchase. Because of
this, the produce are only for sale to the local customers in Nueva Vizcaya.
With regards to the marketing challenges encountered by the traders of organic produce,
when it comes to pricing, Mr. Norberto B. Butac, Agriculturist II of the Provincial Agriculturist
Office of Nueva Vizcaya said that the price is high due to low supply compared to the synthetic
produce. In addition, the traders set their own price based on their costs of sales with the assistance
of the government in the computation of their costs. When it comes to place/distribution
challenges, since the traders have only a limited supply of the produce, these produce are only for
sale to the customers of the province who can afford to buy the said produce. In terms of promotion,
according to Ms. Ma. Christina S. Opeńa the traders participate in trade fairs such as the “Nueva
Vizcaya Goes to Alabang” trade fair. They also use the logo of the region “Go Organic” as a
promotional tool as stated by Mr. Norberto B. Butac.
With all these, it is then but necessary to determine the conditions and marketing challenges
of Organic Agricultural Products Traders in Nueva Vizcaya which will serve as a baseline data in
helping them promote organic agricultural products through the development of a marketing plan.
Methodology
The study adopted the qualitative descriptive method of research through interviews to
determine the conditions, challenges to marketing, and the factors affecting organic agricultural
product traders using Porter’s competitive forces model. The participants of the study were the
managers and sellers of organic products in Nueva Vizcaya whose business is certified by the
Participatory Guarantee System and/or Organic Certification Center of the Philippines (OCCP).
For triangulation purposes, representatives from the Department of Trade and Industry (DTI),
Department of Science and Technology (DOST), and Office of the Provincial Agriculture were
also interviewed to determine the scope of support provided to organic traders.
Results and Discussion
Current Conditions of Organic Products Traders
Organic traders offer organic upland and lowland vegetables with processed products as
additional products. They purchase 50 to 2,900 kilograms per month depending on the type of
product, its availability and the season. The market includes health conscious customers, food
establishments, patients/ senior citizens as recommended by doctors, and individual customers
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from Manila every time they attend to trade fairs. They also receive technical support in terms of
training, seminar, and processing from DOST and DTI while the DA subsidize the OCCP
certification for the first 3 years of operation. Most of the funds of organic traders are sourced out.
They manage their capital through reviewing cost, making financial projections and trading of
organic products.
Challenges encountered by traders of organic agricultural products along the
marketing factors
Product. Most of the organic traders are not yet certified by the Organic Certification
Center of the Philippines that is why they cannot use the term “organic” in their labelling.
Additional costs are incurred when the product is not in proper condition, varying sizes and
replacing defective products and even for unsold vegetables. Consumers perceive the synthetic
vegetables to be appealing than organic vegetables.
Price. Unsold vegetables and loss of the normal quality are seen to be the challenges for
selling the organic vegetables at lower prices. Natural events like typhoons, pests, etc. affect
pricing. Discounts and extra quantity also affect their pricing. Fixed pricing is also seen as a
challenge. Organic vegetables are perceived to be expensive than synthetic vegetables.
Place. Limited production and lack of manpower were the challenges identified by one
trader which leads to refusal of contracts. Limited opportunities for participation in the trade fairs
conducted by the Department of Agriculture.
Promotion. The challenges on the promotion of the organic produce include print or non-print
media that do not serve its purposes; limited expertise or competence in coming up with marketing
paraphernalia.
Factors affecting organic agricultural product traders using the competitive forces
models.
Bargaining power of the consumers (Weak). Most of the customers of the organic traders
are from Nueva Vizcaya. They have only a small number of customers which is an average of 20
customers per day. Their customers respond favorably to price changes because they believe that
organic products have higher prices than non-organic products due to the health and safety benefits
of the products. In case the price is high, they ask for discounts or additional items of the product.
Bargaining power of suppliers (Weak). Most of the organic traders have their own
certified farmers in Kayapa and Bayombong (upland and lowland farmers). The number of
kilograms they supply vary by the season and per contract with the traders regarding the volume
of production, price, and schedule of production. The products from Kayapa are for pick-up while
that of from the lowlands are for delivery to the traders. The farmers and the traders negotiate on
the price of the products (contract price).
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Potential development of substitute products (Weak). The traders don’t have the ability
to produce or develop substitute products because they focus only on offering organic products
through Good Agricultural Practice (GAP).
Potential entry of new competitors (Moderate). It is easy for the competitors to enter the
business as long as they have the resources such as capital/ technical support and the commitment
to establish such business.
Rivalry among competing firms (Weak). The rivalry among the direct competing firms
is weak because they are only a few. However, they experience a strong competition with the
traders of conventional products in the sense that these are priced lower than organic products.
Marketing Plan
The marketing plan focuses on developing a strong brand of organic agricultural products
that is native to the province of Nueva Vizcaya; establishing a reasonable and profitable pricing
strategy that is based on multiple factors like competition, ideal mark-up and buyers’ buying
capacity; reaching a wider range of target market segments using effective and efficient
distribution strategies; and influencing buyers’ perception (about organic products’ image),
attitude and buying behavior
Conclusions
1. Organic traders offer organic upland and lowland vegetables to customers in Nueva
Vizcaya, nearby provinces and Metro Manila and purchase low to high volume from
farmers depending on its availability. They have a very small number of customers per day
from Nueva Vizcaya. The traders receive technical and financial support from government
and non-government organizations and apply proper capital management.
2. Organic traders encounter challenges on the marketing factors specifically on the
appearance and labelling for product, changes on pricing due to contingent events and
quality of organic vegetables, refusal of contracts due to limited production and manpower
for place, and updating printed and online advertisement platforms for promotion.
3. The bargaining power of the consumers is weak because they are small and the demand for
organic products is greater than the supply hence traders are able to set a price higher than
non-organic products. This holds true to the bargaining power of suppliers because they
have their own core farmers with agreement on the terms and conditions of the purchase.
Potential development of substitute products is low because traders focus only on offering
organic products through Good Agricultural Practice or GAP while potential entry of new
competitors is moderate since there are a few barriers to entry. In general, rivalry among
competing firms is not stiff.
4. Based on these findings, the researchers were able to formulate a marketing plan, which
placed special emphases on coming up with product branding and labeling, competitive
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pricing, better product distribution schemes, and more practical, cost efficient yet effective
promotional strategies and paraphernalia.
Recommendations
Traders of organic agricultural products in the province of Nueva Vizcaya: The
organic traders should raise market awareness for organic products and develop more buyers
through social media and commercial marketing. They should also sustain their participation in
local trade fairs. Furthermore, they should make their products more visible to the marketplaces.
Department of Agriculture: They should create a sustained public education campaign
on organic products in coordination with the organic traders and set up a resource information and
advocacy center in the province that will provide information on the system on proper packaging
and labeling, price monitoring, market information, and issues on organic production and
processing. The Center should also provide avenues for regular sharing of best practices,
innovative approaches, and trends and development in the organic industry.
Academe. They should assist in the conduct of market research focusing on the profile of
the “green” consumers; trends and competition; market segmentation and requirements; and
inventory of organic products considering the limited manpower of the organic traders. Also, they
should assist in the extensive research and development on the sector’s value chain from organic
production to product packaging and labeling. Moreover, they should organize conferences
focusing on organic researches. Finally, they should also assist the organic traders in the extension
of freshness/shelf life of organic produce.
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The Disney Guest Experience:
How to deliver a magical customer experience
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Abstract
This paper explores the Disney Guest Experience and examines Disney’s approach to
quality service and what the Disney Institute calls the Disney Compass, a customer care philosophy
that encompasses the company’s approach to delivering quality service.
The study juxtaposes theoretical assertions with actual guest experiences, first hand and
well-known anecdotes, to understand how it consistently delivers a unique and memorable guest
experience in the Happiest Place on Earth. This study finds that Disney provides a profound guest
experience because it delivers a multidimensional experience that touches on all six dimensions of
a customer experience: sensorial, emotional, cognitive, pragmatic, lifestyle, and relational
dimensions.
Key Words: Customer Experience; Disney; Experiential Marketing

What is customer experience?
Pine and Gilmore (1998) claims that we live in an experience economy: where businesses
sell experiences to customers.

Figure 1. Pine and Gilmore Experience Economy
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An experience, according to Pine and Gilmore (1998) occurs when a company intentionally
uses services as the stage and goods as props to engage individual customers. They are events that
engage individuals in a personal way.
“However, while the work of the experience stager perishes upon its performance
(precisely the right word), the value of the experience lingers in the memory of any individual who
was engaged by the event.” (Pine & Gilmore, 1999, p.12)
Experiences have two dimensions: customer participation and connection.
• Customer participation ranges from passive participation to active participation
(participating in an interactive workshop).
• Connection ranges from absorption (attending a lecture) to immersion (participating
in a cooking class).
Experiences can be categorized according to four broad categories according to where they fall
along the spectra of the two dimensions:
• Entertainment, high absorption/passive participation, such as watching television
• Educational, high absorption/active participation, such as attending a class
• Esthetic, high immersion/passive participation, such as watching a parade
• Escapist, high immersion/active participation such as taking a nature hike

Figure 2. Pine and Gilmore Experience Matrix
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Before we proceed, we need to differentiate customer service from customer care and
customer experience. Customer service is the advice or assistance a company gives its customers.
Customer care relates to how well customers are taken care of while they interact with the brand.
Customer experience refers to the total journey of a customer’s interactions with the brand.
(Morgan, 2018)
Gentile, Spiller and Noci (2007) provide an encompassing definition for customer
experience:
The Customer Experience originates from a set of interactions between a customer and a
product, a company, or part of its organization, which provokes a reaction (LaSalle & Britton,
2003; Shaw & Ivens, 2005). This experience is strictly personal and implies the customer’s
involvement at different levels (rational, emotional, sensorial, physical, and spiritual) (LaSalle &
Britton, 2003; Schmitt, 1999). Its evaluation depends on the comparison between a customer’s
expectations and the stimuli coming form the interaction with the company and its offering in
correspondence of the different moments of contact and touchpoints (LaSalle & Britton, 2003;
Shaw & Ivens, 2005).
The customer experience is holistic and multi-dimensional. Gentile et al (2007) supposed
that there are 6 dimensions of the customer experience: sensorial, emotional, cognitive, pragmatic,
lifestyle, and relational.
First, a sensorial experience addresses sight, hearing, touch, taste and smell so as to arouse
aesthetical pleasure, excitement, satisfaction, and sense of beauty.
On the other hand, an emotional experience is one that generates moods, feelings, and
emotions that hopefully positively influences the customer’s image and attitude towards the brand
or company.
Third, a cognitive experience relates to experiences that require thinking and one that
engages a customer’s creativity.
Next is a pragmatic experience, one that comes from the practical art of doing something
or using a product.
The fifth dimension is lifestyle, born out of the affirmation of shared beliefs and values of
the brand and the customer.
The relational component is the final dimension, which encourages the experiencing the
product or service together with other people.
Gentile et al (2007) further explains that a profound customer experience stems from a
brands ability to provide an experience that encompasses more than one dimension. Specifically,
a profound customer experience is one that elicits significant customer involvement and significant
customer commitment. Customer involvement involves a significant emotional dimension or a
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significant lifestyle component. Customer commitment, on the other hand, involves a significant
pragmatic component or a significant cognitive component.
How involved and how committed a customer is to the brand determines the level of
profoundness. When there is weak commitment and weak involvement, the interpersonal
relationship with the brand is superficial or even absent. This means that the experience is limited
to the time spent while using the product or service. When there is high customer involvement but
weak customer commitment, the customer experience relates to a collecting practice—the
interpersonal relationship with the brand merely pertains to ownership of the product. A profound
customer experience is one that involves a customer having a profound interpersonal relationship
not just with the brand but with other customers with whom they share a common lifestyle and
shared system of values.
This profound customer experience or specifically, a profound Disney guest experience, is
what this study aims to explore. To understand the Disney guest experience and how Disney
provides a profound interpersonal relationship with its guests, this study will use the following
framework.

Figure 3. Multidimensionality of a Profound Customer Experience
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What is the Disney Guest Experience?
Walt Disney is the pioneer of the experience economy. Disney parks offer a sweet spot of
experiences. The Disney guest experience encompass all spectrums: entertaining, educational,
esthetic, and escapist.
Imagine what Disney can offer to its guests:
•
•
•
•

Walking along Main Street USA at the Magic Kingdom in Walt Disney World
Catching Tokyo Disneyland’s Electrical Parade Dreamlights or Tokyo Disney Sea’s
Fantasmic water show
Taking part in the interactive Moana: Homecoming Celebration Show in Hong Kong
Disneyland where kids get to beat drums along with cast members
Creating your own lightsaber in Savi’s Workshop, the new attraction at the newly
opened Star Wars: Galaxy’s Edge in Disneyland Park in California

Disney is in the business of creating magic for guests to experience and remember. Walt
Disney’s vision is driven by a common purpose that every member of the Disney organization are
taught:
We create happiness by providing the finest in entertainment for all ages, everywhere.
Disney attracts guests of all ages, from all walks of life, and from all countries. It’s a tourist
attraction for the parks’ host country: United States, Japan, France, China, and Hong Kong. Current
estimates on Disney’s return rate for first time visitors is at 70%. What this means is that 7 out of
10 Disney guests are likely to return to the park a second time.
Let’s consider the three important points of this definition:
1. It involves a set of interactions between customer and product or organization that
provoke a reaction.
2. It is strictly personal and implies customer involvement at different levels
3. It is evaluated based on what is expected by the customer and what is offered by the
company during the different moments of contact.
To fully understand the Disney guest experience, let’s consider how Disney designs and
creates the customer experience in the context of these three points.
Point 1: set of interactions that provoke a reaction
Everyone at the Walt Disney Company has a common purpose summed up in one
statement: We create happiness by providing the finest in entertainment for people of all ages,
everywhere. Disneyland is, after all, known as the Happiest Place on Earth.
Disneyland strives to create a great first impression for anyone visiting the park for the
very first time. Disney promises magic and happiness—and it follows through with every visit.
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The Disneyland guest experience starts even before one enters the main gates. Disney is
deliberate in building up excitement.
In Hong Kong, most guests would be coming from the city. The initial interaction with
Disneyland begins with the charming and whimsical aesthetic of the Sunny Bay trains that shuttle
guests from the “modern city of Hong Kong” into the magical world of Hong Kong Disneyland.
As you step off the Sunny Bay MTR station, you are greeted by a huge welcome arch at
the entrance of the Park Promenade. Familiar Disney tunes play and tiny bubbles fly in the air,
shooting from portable bubble machines that the park sells. Excitement further builds particularly
for loyal fans of the Disney brand when they notice the hidden Mickeys and Easter eggs that line
their path. The path leads to the Grand Fountain that sits in a rotunda. Often, guests stop for a
photo or two, before making their way to the main gate.
For any parent like me, making this walk is already a happy experience, because these
customer touchpoints, minute and imperceptible to some, already cause eager excitement to the
children that I am with. This is even before any of the guests enter the Disneyland proper!
Disney promises happiness and magic—and it follows through every step of the way.
Entering the main gate of any Disney park provides a similar experience. Guests line up
for tickets—that is, if you have not already purchased tickets online. You surrender the tickets to
an usher or Cast Member manning the turnstiles, who taps it in and politely gives you reminders
before enthusiastically letting you in.
You can choose to stop and have your photo taken before a landscaped patch that bears
Mickey Mouse’s face—just as many others do. Or, if you choose to move along, you walk through
either one of two tunnels under the tracks of the Disneyland Railroad Station. The walls of the
tunnels leading to Main Street are flanked with posters of the attractions you will find inside the
park. You may also notice the smell of popcorn wafting through the air.
Walt Disney designed the experience of walking into Disneyland to mimic the experience
of entering a movie theater: tickets, turnstiles, posters, and popcorn. He meant for guests to
experience living in their own personal movie, with Disneyland as the magical backdrop. Walt
Disney imagined Disneyland as a show (Kinni, 2011).
Disneyland is like Alice stepping through the Looking Glass; to step through the portals of
Disneyland will be like entering another world. – Walt Disney
Point 2: personal experience that requires customer involvement at all levels
A customer experience is one felt first-hand by the customer, either on his own or together
with others. It involves different levels of experience: rational, emotional, sensorial, physical, and
spiritual.
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The experience of entering Disneyland engages the sensorial and emotional levels, for
example. Navigating through the park and making choices on what to do, where to go, or what to
eat engages the rational level. Watching the Disney parade or riding its attractions certainly
engages in the sensorial, emotional, and physical levels.
Point 3: Evaluation of expectation vs. offering in different moments of contact
According to Kinni (2011), “exceeding guests’ expectations is the standard call of duty.”
They are deliberate in their goal of wowing guests. This is made apparent by how Disney defines
quality service—it “means exceeding your guests’ expectations by paying attention to every detail
of the delivery of your products and services” (Kinni, 2011).
How does Disney deliver a profound guest experience?
The Disney Compass
The Disney Compass is the guideline the company follows to ensure that they provide a
profound experience for every guest—one that brings happiness and surpasses expectations at
every visit. There are four points to this compass: guestology, quality standards, delivery systems,
and integration.

Figure 4. Disney Compass (Kinni, 2011)
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To exceed guest expectations, Disney must first know what guests need, want, and value.
This is what Guestology fulfills. Walt Disney was notorious for wanting to know what his guests
think about his park. In the early years of Disneyland, Walt Disney encouraged his Cast Members
to walk around Disneyland to watch guests, eat in the park with the guests, and listen to the what
the guests are saying (Kinni, 2011). Disney has also instituted listening posts, which aimed to
understand guest sentiment. Examples of listening posts include Cast Members talking to guests
and asking them questions. Questions can be as simple as asking where they are from or what they
thought about a specific attraction or event.
Quality standards or guiding principles that determine how to accomplish their service
strategy and measure their service quality. The Disney quality standards are—in order of
importance—safety, courtesy, show, and efficiency. Cast Members follow these standards in strict
priority, and it facilitates decision-making in the park. It particularly guides Cast Members on how
they deal with guest.
Delivery systems are people—or the Cast, place—or setting, and processes, which are
required to fulfill their service strategy. According to Disney’s own research, guests cite
interactions with Cast Members are the “single biggest factor in their satisfaction and intent to
return” (Kinny, 2011). The Cast are trained by Disney to ensure that they can address guest
concerns and exceed their expectations.
The Setting is the entire park itself. When Walt Disney was planning his first park in California,
he “hijacked the first class of Imagineers out of the Disney animation studios, stashing them in
empty offices and workshops around the property to work on the park” (Kinni, 2011, p. 90).
Finally, the process encompasses both the Cast and Setting. An example of a process is how Disney
manages guest flow, particularly when guest attendance is at an all-time high.
Integration of the three delivery systems to carry out the full Disney guest experience.
To ensure quality service, Disney utilizes all points of the Disney Compass. And when all
the parts work in cohesion, Disney is able to deliver a multidimensional Disney guest experience.
The Multidimensionality of the Disney Guest Experience
Sensorial Experience
The smell of popcorn as you enter Disneyland provides a sensorial experience.
Disneyland parks, itself, provides a visual aesthetic that arouses excitement. Walt Disney
wanted to create a different kind of amusement park. Prior to creating his own park, Walt Disney
would bring his two daughters to amusement parks. His wife did not take pleasure with this
because amusement parks in the 1940s and 1950s were “slightly disreputable, often dirty, and in
poor condition” (Kinni, 2011).
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Walt Disney vision for Disneyland was to bring the magic of movie backdrops to his
amusement parks—to do so, he needed the creativity and expertise of the people behind his
animated movies.
Other notable sensorial experiences: Disney attraction shows such as the Broadway-worthy
Festival of the Lion King in Hong Kong Disneyland, the Cirque du Solei-style aerial acrobatic
show, Under the Sea in Tokyo Disney Sea, the parades and the concluding fireworks show.
Emotional Experience
Nothing elicits an emotional reaction from young guests better than the opportunity of
meeting their favorite animated characters. Parents who have visited the park previously in their
childhood years are swept by a wave of nostalgia as they walk through the park and ride familiar
attractions with their own children—just as I did with my daughter on the Dumbo the Flying
Elephant ride.
Character Meet & Greets are high-touch moments that induce excitement to guests,
particularly the young ones. My daughter still remembers the first time she met Princess Anna and
Queen Elsa inside Disneyland—it is a memorable event that she still talks about years after and
one she always looks forward to whenever we visit again.
Cognitive Experience
Interactive workshops, such as Savi’s Workshop where guests create their own lightsaber
or the Jedi Training: Trials of the Temple where young guests are “trained in the way of the Force.”
Visiting Disneyland dressed as your favorite character, as many little girls dressed as a Disney
princess, is also an example of a cognitive experience.
These cognitive experiences provide opportunities for guests to personalize their Disney
park experience. It makes for a richer and memorable experience.
Pragmatic Experience
The first Disneyland was designed differently from amusement parks of yesteryears as it
utilized the central hub and spoke layout, a feature that makes it as “one of the most regarded
examples of modern Urban Planning” (The Theme Park Environment: The Urban Plan, 2016).
There is only one guest entrance to any Disney park, which leads guests onto Main Street, U.S.A.
From here, all guests take the same direction towards the hub, in the center of which stands a
beacon (Kinni, 2011). Sleeping Beauty’s Castle serves as a beacon in Disneyland California,
Disneyland Paris, and Hong Kong Disneyland, while Cinderella’s Castle looms over Magic
Kingdom in Florida and Tokyo Disneyland. Shanghai Disneyland has the Enchanted Storybook
Castle, the tallest of all castles and represents the castle of all Disney Princesses. From this hub,
guests can access all of the other realms or spokes of the park.
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The layout makes it easy for guests to get their bearings, allowing them to explore more
areas of the park. Disney also makes it easier for guest by providing directional signs and printed
maps. And if that’s not enough, guests know that Cast Members will gladly show them the way
whenever they get lost.
Other examples of pragmatic features found in Disneyland are published wait times found
at the entrance of each attraction, Fast Passes and Single Rider lines to help not only manage guest
expectations but to allow guests to better plan their park visit. There is also the Disney App, which
provides relevant guest information: interactive location map, wait times for each attraction,
schedules for shows and parades, attractions that are open/under maintenance for the day, etc.
Lifestyle Experience
Collecting Disney park memorabilia is an example of this dimension. One of the most
popular collectibles are Disney pins. Most guests will purchase pins from Disney parks—and most
parks will carry exclusive pin designs. There is a long tradition of guests trading the pins that they
either brought with them to the park or bought from the park with Cast Members.
Another popular collectible are Disney popcorn buckets. There are Facebook Groups that
document buckets that can be found in different parks. Some popcorn buckets are exclusive to
some parks, with Tokyo Disneyland and Tokyo Disney Sea carrying some of the most whimsical
designs to date.
Relational Experience
The most notable experience is one shared by families who visit Disney together. While
the motivations for visiting Disney parks is different for each member of the family, the shared
experience creates a bond and a memory that becomes the subject of conversations for years to
come.
My own favorite memory of visiting Disney is catching my children’s expression as they
watch a Disney parade in wonder and awe. I have also heard of other parents who share that they
do not pay attention to the parade—not the colorful floats or the dancing Cast Members. They
instead anticipate their child’s reactions to the parade.
“Most parents don’t take their kids to Walk Disney World just for the event itself but rather
to make the shared experience part of the everyday family conversation for months, and even years,
afterward.” (Pine & Gilmore, 1999, p.13)
What can we learn from Disney?
The Disney guest experience is profound because it delivers an experience that touches on
all six dimensions: sensorial, emotional, cognitive, pragmatic, lifestyle, and relational. It does so
through its painstaking attention to detail.
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The process begins by understanding what guests need, want, and value. Disney then uses
this information to design, create, and deliver an experience beyond guest expectations.
Disney wows its guests not just because of its bells and whistles or the tangible “props”
that guests will see in any park: the beautiful and charming Main Street, the Disney castle that
stand at the center of the park or any of the attractions that entertain and thrill. Disney wows guests
precisely because it follows through with pragmatic details, such as choreographing guest flow
and managing attraction queues to ensure that all guests are able to enjoy what Disney has to offer.
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Abstract
This study aims to investigate brand loyalty as being affected by the constructs of customer
brand engagement, psychological ownership, value congruity, and brand attachment. The study
was about customer subscription to major mobile telecommunications provider in the Philippines
The study was purposive with convenience sampling from size of more than one hundred
respondents. From the analysis of the models, the findings of the study yielded significant results
on relationship and causality among the variables, thus signifies good measures among the
respondents of the study. The results were all significant on all the hypotheses, including the
mediating effect of brand attachment on customer brand engagement and brand loyalty.
In summary, customer brand engagement can be predicted by brand psychological
ownership, value congruity as a predicator is also a good indicator. Customer brand engagement
and brand loyalty as mediated by brand attachment is being enhance and creates further
reinforcement of attitudes among the customers to become loyal to the brand. Though it was
resulted as partial mediation, brand attachment can still be attributed to create a strong emotional
bond between customers and the brand.
Key Words: Customer Brand Engagement, Brand Psychological Ownership, Value Congruity,
Brand Attachment, Brand Loyalty.

Background
One of the biggest hurdles that consumer companies encounter is getting recognition and
be on top of mind whenever there will be a buying intention from the customers. According to
Nielsen, “consumers are fickle, and it isn’t easy to keep them loyal”. Customer satisfaction is only
basic when meeting expectations and retaining them while guaranteeing loyalty is more resource
demanding. The customer experiences with products and services, before, during and after the
purchase is the final delivery point in the brand promise. Customer engagement can be observed
by a returning behavior, recommendation or speaks against out of dismay that make them leave or
warn others not to patronage. Customer experience that can determine brand loyalty is through
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satisfaction with the products and services, value for money, comparison against competitors,
responsiveness, propensity to shift, and trust in the brand.
Since, not all products and service are brands, but most are considered as commodities,
primarily driven by price and challenged by customer attrition or lack of customer loyalty” (de
Asis, 2019). Products and services becomes brands if customers are aware of it, and it becomes
top-of-mind in terms of preferences against other products or services made available to the
consumers. According to Professor Kevin Lane Keller, a leading authority in brand management,
products are brands if consumers are aware of them and have strong, favorable and unique
associations with them, (de Asis, 2019).
Customers interaction with a brand from the efforts of the firm to connect its customers
and others creates more than awareness, it establishes loyalty. Brand engagement building involves
the firm’s resources, including its employees. According to the National Business Research
Institute (2019), it is about “building the brand internally and obtaining employee engagement
with the brand helps to further solidify and build the brand ultimately improving the brand for
consumers”. If it will create loyalty, it must have an effect to the bottom line of the firm. This will
increase revenues, profits, and market shares. Some of the primary reasons in improving the
customer experience is through increase customer satisfaction, that will eventually establish
loyalty. Trust creation and increase emotional attachment with customers tend to provide
competitive advantage (Johnston & Kong, 2011).
In the Philippines, the mobile telecommunications market is in near duopoly between
Smart Communications which is under the parent company PLDT, and the Ayala-led Globe
Telecom. Based on the report of Marketwatch (2019), the two leading providers continue to
compete in the intensive mobile industry to gain and maintain subscribers by introducing new
services. The major operators continue to engage in aggressive price competition in an effort to
grab market share.
The context of this research will focus on customers of the two biggest telecommunications
of the country, Globe Telecommunication and Smart Communications. Building a strong brand in
a highly competitive market such as the mobile telecommunications determines who will be the
market leader. Digital accessibility and content providence create and disrupts the manner in which
companies interact with its current customers. Brand building is essential to maintain satisfaction
within its customer-based, thus creating brand loyalty.
Statement of the Research Problem
The researcher wanted to determine whether there is causality and relationship among the
constructs of brand psychological ownership, value congruity, customer brand engagement, brand
attachment, and behavioral brand loyalty. In addition, to determine if there will be a mediating
effect of brand attachment to customer brand engagement and brand loyalty.
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The following are the research questions:
Is there correlation among the constructs of brand psychological ownership, value
congruity, customer brand engagement, brand attachment, and behavioral brand loyalty?
Is there effect among the constructs of brand psychological ownership, value congruity,
customer brand engagement, brand attachment, and behavioral brand loyalty
Is there a mediating effect on customer brand engagement and behavioral brand loyalty by
brand attachment?
Objectives of the Study
The objective of this study is to determine whether there will be positive relationships
among the constructs, as well as causality. To determine as well, if the antecedent variables of
value congruity and brand psychological ownership will be a good measure to customer brand
engagement. In addition, to determine if there will be a mediating effect of brand attachment to
customer brand engagement and brand loyalty.
Significance of the Study
Firms can benefit from this study. Better understanding on how to engage customers to
create brand loyalty that could embody the identity of the firm.
Brand managers and marketers might benefit as well. Results of the study might be
beneficial to their creation of marketing activities, campaigns, understanding customer
engagement, among other topic in relation to brand loyalty and customer brand engagement.
Future researchers can further the coverage on the topic, the constructs that were used to
measure the study, and new findings as well.
Scope and Limitations
This study was conducted to determine relationships and casualty among the constructs.
The subject of the study was mainly on the constructs of customer brand engagement, brand
loyalty, brand attachments, value congruity, and brand psychological ownership from the
perspective of customers of mobile telecommunications provider in the country. The study was
limited to a sample size based on the author’s network on a social media platform to respond to
the survey. It might yield homogeneous towards a specific brand which is not a clear indicator of
a good result on the study. The author was limited to the responses of his network due to time
availability of the respondents or other time constraints contributory.
Another factor that can affect this study might be the limited options or choices available
to the customers on selecting a preferred brand or firm offering the best service or value add-ons
available to their disposable income or financial resources and capabilities.
190 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Attachment to the mobile number might as well be a limitation in favor to a response on
brand loyalty or brand attachment due to the absence or still pending Mobile Number Portability
Bill/Act implementation at the moment the study was conducted.
Review of Related Literature
Brand Loyalty
The concept of brand loyalty was first distinguished as a repeat purchasing behavior which
was essentially relational phenomenon as it is a preferential behavior towards one or more
alternatives given in a vast selection of other alternatives (Jacoby & Kyner, 1973). Brand loyalty
is defined as (a) the biased, (b) behavioral response, (c) expressed over time, (d) by some
decision-making unit (e) with respect to one or more alternative brands out of a set of such
brands, and (f) is a function of psychological (decision making, evaluative) processes
(Jacoby & Kyner, 1973). In 1971, Jacoby and Chestnut tried to measure the attitude to brand
loyalty, and has evolved enormously that led to various interests on the topic.
Brand loyalty is the highest level of relationship and level of identification to the brand
(Keller, 2008). As it built exclusive and lasting relationship with a vast number of consumers, it
will become irresistible and irreplaceable over a period of time. The usefulness of the product is
not only maintained, but the brand value and association to the consumer was established. This
results to higher sales revenues and profit, increase in market shares, and maintenance in the
marketplace (Aaker, 1991, Kapferer, 1997). Firms spent a high cost in attraction and acquisition
of customers, that is why they need to engage and reinforced establishment of customer ties and
relationship.
Customer Brand Engagement
Customer brand engagement is “the level of an individual customer’s motivational, brandrelated and context-dependent state of mind characterized by specific levels of cognitive,
emotional and behavioral activity in direct brand interactions” (Hollebeek, 2011a, 2011b). From
the study of Brodie, et al.(2011), they found out that CBE can be exhibited in virtual brand
communities, where social media is a good medium. Electronic word of mouth (e-WOM), almost
no cost to the firm, provides a significant effect to influence others (De Valck et al., 2009). This
can spread relatively faster, even beyond the realms of virtual brand communities.
Recommendations or rejections can spread rapidly in virtual environment
The effects of electronic word-of-mouth (e-WOM) in virtual brand communities may also
be signiﬁcant (De Valck et al., 2009), as recommendations can occur at virtually no cost and spread
rapidly, both within and beyond the virtual brand community. Chatterjee's (2001) ﬁndings support
the applicability of speciﬁc word-of-mouth (WOM) dynamics of traditional, ofﬂine contexts, in
online environments. For instance, consumers are more likely to search for, and accept, especially
negative e-WOM when they lack information and experience (Richins and Bloch, 1991), and there
is engagement among certain or group of individuals with other individuals in online communities
in social media platforms pertaining to brands (Dessart et. al., 2015).
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Brand Psychological Ownership
Brand psychological ownership is the psychological experience producing positive brand
attitudes and brand cognitions, such as a feeling of ownership towards a brand, and altruistic spirit
towards brand-related activities. Building on, and extending the work of Chang. Chiang and Han
(2012), this paper investigates the antecedents and consequences of brand psychological
ownership. A multilevel approach is taken to investigate the relationship between three major
constructs related to branding efforts: brand psychological ownership, corporate branding and
brand citizenship behaviour. In the individual analysis, brand psychological ownership was found
to have a positive effect on brand citizenship behaviour. In the multilevel analyses the results show
that corporate branding has a positive effect on brand psychological ownership and brand
citizenship behaviour. As a result, leaders and general managers can use corporate brand building
as a tool for employee motivation and even cultural change. Organisational-level brand citizenship
behaviour is found to positively affect brand equity. Furthermore, brand psychological ownership
mediated the relationship between corporate branding and brand citizenship behaviour in the
multilevel relationship. The paper discusses these findings, their contribution to current literature
and their implications for future research and management development.
Value Congruity
Value congruity is about the value of personal identification towards a brand, where
customers feel empathy towards a brand. There is categorization of one self and others in a group
towards the brand based on their self-values and realization Del Rio et al (2001), Bergami and
Bagozzi (2000), Carlson, et al (2008). According to Chen et.al. (2013), “values congruity can help
develop the image of a brand”. The perceive similarity of the brand and its customers’ values
further strengthen the relationship and association between each other. This is evident when
customers expresses themselves as similarly to the brands perceived identity. Customers invest
more of the their time embodying the identity of the brand. There is a rise and more visible
reflection of this on the influx and popularity of social media and network based on the brands’
corporate and fan page (De Vries and Carlson, 2014).
Brand Attachment
Brand attachment is about the emotional connections between the brands and its customers.
It is the deep emotional connection (Taghipourian & Bakhsh, 2015), which is part of the firm’s
goal, to create a strong bond that will result to higher profitability for the brand (Park, et.al., 2006,
2010). This emotional attachment of customers with brands based on the variety of reasons were
based on influences which becomes part of the person (Shih et.al., 2011). This attachment of
customers tends to create influences to others utilizing their own personal resources already. Thus,
the terminology brand fan and follower. Customers not only becoming loyal to the brand, but
trying to convince their friends, acquaintances and circle to belief on their brand. More of
becoming advocates for the brand based on emotions.
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Behavioral Brand Loyalty
Loyal customers provides benefits to the firm performance which can be attributed to
operational and marketing costs and expenses, increase market share and provide growth to
revenue generation through increased customer buying frequency. This can include low switching
possibility to competitors within the industry (Reichheld & Teal, 1996). Customer loyalty is a
multi-dimensional constructs of purchase intention, recommendations, price tolerance, word of
mouth, complaint behavior, and propensity to leave. Is establishes the creation of sense of
identification with the firm that affects repurchase intentions, amount to be spent on purchases,
recommendation and influence to others, or ultimately, the willingness to be part of the firm by
becoming an employee or investor, (Zeithaml, et. al. , 1996), (Bloemer & Odekerken-Schroder,
2002), and (Cheng, 2011).
Brand loyalty on the other hand, is about the attitudinal and behavioral concept according
to Jacoby (1970), and as “the biased, behavioural response, expressed over time, by some
decision-making unit, with respect to one or more alternative brands out of a set of such brands,
and is a function of psychological decision-making, evaluative processes”, according to Jacoby
& Chestnut (1978). Brand Loyalty is therefore related to a customer’s preference and attachment
to a brand, that may occur due to the long usage or patronage of the brand that has developed trust
attributed to this usage pattern.
Framework
The conceptual framework was fully adapted from the study of Kumar and Nayak (2019).
It was grounded from the psychological ownership theory of Pierce, et al.(2011, 2003), theory of
possessions and extended self (1988), and congruity theory of Johar and Sirgy (1991). As the
concept of customer engagement is not contingent upon the ownership of the brand of Vivek et al.
(2012,2014), a relationship between BPO and CBE is proposed on the premise of psychological
ownership theory of Pierce et al.(2001). Deeply rooted in congruity theory, the perceptual value
compatibility notion among customers known as “value-congruity” is proposed as another
predictor of CBE. The conceptual model also portrays brand attachment and behavioral brand
loyalty as the psychological and behavioral consequences of CBE.
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Theoretical Framework
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Figure 1. Theoretical/Operational Framework
Hypothesis
H1: Brand psychological ownership has a relationship and effect with Customer brand
engagement
H2: Value congruity has a relationship and effect with Customer brand engagement
H3: Customer brand engagement has a relationship and effect with brand attachment
H4 Customer brand engagement has relationship and effect with behavioral brand loyalty
H5: Brand attachment mediates customer brand engagement and behavioral brand loyalty.
Assumptions of the Study
The following statement were the underlying assumption on the study:
Behavioral Brand Loyalty was measured by the understanding of the respondents on repeat
purchasing behavior to a particular brand provided with several other options available. Brand
Attachment was measured by the perceive strength of the bind connecting them with the brand.
Brand Psychological Ownership was measured on how the respondents felt that they felt
ownership to the brand as if it is theirs. Customer Brand Engagement was measured on how the
respondents as customers feel that they are involve and has cognitive, emotional and behavioral
investment in the already. Value Congruity was measured on the basis that the customers feel that
they embodied or project the same persona of the brand as their personal values as well.
Methodology
Research Locale
This study was conducted on subscribers of mobile telecommunications providers in the
Philippines. It was assumed that the respondents were active subscribers, either pre-paid or postpaid at the moment when the study was conducted. The survey instrument was blasted through the
members-networked of the author on the social media platform, Facebook.
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Research Design
The study utilized a quantitative research design through correlation, simple linear
regression, and multiple regression to determine relationship and causality among the constructs
(independent and dependent variables). A mediation was conducted as well between the
independent variable, Customer Brand Engagement (CBE) and the dependent variable, Behavioral
Brand Loyalty (BL). The mediating variable was Brand Attachment (BA). In addition, antecedents
or preceding variables were Brand Psychological Ownership (BPO) and Value Congruity (VC).
Descriptive analysis was as well utilized for demographics of the respondents. The
researcher used Google Forms for the survey instrument through a 7-point Likert scale from
“Strongly Disagree” to “Strong Agree”.
Sampling Design
The respondents of this study were individuals, current subscriber with a mobile
telecommunications provider in the Philippines. They may be either post-paid or prepaid
subscriber of any oh the following: Globe Telecom, Smart Communications, Sun Cellular, Touch
Mobile, and Talk n’ Text. Their age’s from eighteen years old and above, student and working
professionals. From the number of Facebook “friends” of 2,200, it was assumed that about thirty
to fifty percent were active at the moment of deployment of the instrument, the target sample size
was two-hundred eight-five (285) from ninety-five percent confidence level and five percent
margin of error.
Data Analysis
Descriptive Analysis will be used to describe, summarize, and analyze the data that will be
gathered.
In order to determine the levels of all the variables, BPO, VC, CBE, BA, BL, means and
median will be computed. The mean scores from the Likert scale of 1 to 7 will also be computed
and will be interpreted as very low to very high.
Using seven-point Likert scale from questionnaire to measure brand psychological
ownership with four items derived by the Kumar and Nayak from Pierce et al.(2001). Valuecongruity will be measured with four items used to measure self-brand congruity (France et.
al.,2016). Customer brand engagement, brand attachment and behavioral loyalty, were adopted
from Hollebeek et al.(2014), Park et al.(2010) and Johnson et al.(2006) respectively.
All the questions will be on a seven-point Likert scale that ranges from “1=strongly
disagree” to “7 = strongly agree”.
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Correlation Analysis
Multiple correlation coefficient analysis will be used to determine if there is a relationship
between among the variables in the study. It will be used to determine which among the variables
will have a positive or negative relationships.
Regression Analysis
For the mediating variable of brand attachment, simple linear regression will be use to
determine if there will be a mediating effect to consumer brand engagement and behavior brand
loyalty. To determine of there is significant effect and relationship, P-Value should be ≤ .05. For
the regression analysis, correlation coefficient r will be computed, and the corresponding
interpretation applies.
Data Collection
Convenience sampling was used to collect the data. The instrument was distributed to the
respondents using online, self-administered survey utilizing Google Forms.
Cronbach’s Alpha
A Cronbach alpha coefficient was calculated for the Cronbach scale. The Cronbach's alpha
coefficient was 0.92, indicating excellent reliability of the instrument.
Research Instrument
The research instrument was adapted from Kumar and Nayak (2019). The instrument
covered all the constructs of brand psychological ownership (BPO), value congruity (VC),
customer brand engagement (CBE), brand attachment (BA), and behavioral brand loyalty (BL).
Kumar and Nayak constructed the instrument to measure brand psychological ownership derived
from Pierce et al. (2001); value-congruity and self-brand congruity (France et al., 2016). To
measure CBE, brand attachment and behavioral loyalty, scales adapted from Hollebeek et al.
(2014), Park et al. (2010) and Johnson et al. (2006) respectively. All the measurements were
recorded on a seven-point Likert scale “1 = strongly disagree” to “7 = strongly agree”.
Brand psychological ownership (BPO)
This is MY Brand
I sense that this brand is OURS
I feel a very high degree of personal ownership for this brand
I sense that this is MY Brand
Value-congruity (VC)
This brand image corresponds to my self-image in many respects
This brand is exactly how I see myself
This brand reflects who I am
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This brand is a lot like me
CBE
Using this brand gets me to think about it
I think about this brand a lot when I’m using it
Using this brand stimulates my interest to learn more about it
I feel very positive when I use this brand
Using this brand makes me happy
I feel good when I use this brand
I am proud to use this brand
I spend a lot of time using this brand compared with other brands
Whenever I’m using the product, I usually use this brand
I use this brand the most
Brand attachment (BA)
This brand is a part of me to a great extent if compared to myself
I feel personally connected to this brand
My thoughts and feelings toward this brand are automatic and coming to mind on their own
My thoughts and feelings toward this brand come to me naturally and instantly
Behavioral brand loyalty (BL)
The next time I buy a product, it will definitely be this brand
I would recommend this brand to others
I would talk to other people about this brand
Results
Descriptive Analysis
Based on the respondents, the female gender was observed having the highest with (n =
56, 54%), while students (n = 55, 53%) answered more compared with the working professional.
In terms of educational attainment, respondents that were college graduate was majority (n = 56,
54%). Globe Telecom subscribers were also observed the highest (n = 84, 82%), and having postpaid subscription as well (n = 63, 61%).
Table 1
Frequency Table for Nominal Variables
Variable
Gender
Male
Female
Status
Student
Working Professional

n

%

Cumulative %

46
56

44.66
54.37

44.66
100.00

55
47

53.40
45.63

53.40
100.00
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Variable

n

%

Cumulative %

Educational Level Attainment
College/Bachelors Degree Graduate
Masteral
Doctoral
College Level or equivalent

56
7
1
38

54.37
6.80
0.97
36.89

54.37
61.17
62.14
100.00

Mobile Telecommunication Provider
Globe Telecom (Globe)
Smart Communication (Smart)
Sun Cellular (Sun)

84
13
5

81.55
12.62
4.85

81.55
94.17
100.00

Subscription kind
Post-paid
Pre-paid

63
39

61.17
37.86

61.17
100.00

Correlation Results

Table 2
Pearson Correlation Results Among the Variables - BPO, VC, CBE, BA, and BL
Combination
r2
p
BPO-CBE
0.75
< .001
VC-CBE
0.70
< .001
CBE-BA
0.80
< .001
CBE-BL
0.88
< .001
BA-BL
0.77
< .001
The correlations were examined among the variables, and a significant positive correlation
was observed between BPO and CBE (r2 = 0.75, p < .001). The correlation coefficient between
BPO and CBE was 0.75, indicating a large effect size. This correlation indicates that as BPO
increases, CBE tends to increase.
For variables VC and CBE, there was a significant positive correlation (r2 = 0.70, p < .001).
The correlation coefficient between VC and CBE was 0.70, indicating a large effect size. This
correlation indicates that as VC increases, CBE tends to increase.
A significant positive correlation was observed between CBE and BA (r2 = 0.80, p < .001).
The correlation coefficient between CBE and BA was 0.80, indicating a large effect size. This
correlation indicates that as CBE increases, BA tends to increase.
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There is a significant positive correlation between CBE and BL (r2 = 0.88, p < .001). The
correlation coefficient between CBE and BL was 0.88, indicating a large effect size. This
correlation indicates that as CBE increases, BL tends to increase.
Between variable BA and BL, a significant positive correlation was observed as well(r2 =
0.77, p < .001). The correlation coefficient between BA and BL was 0.77, indicating a large effect
size. This correlation indicates that as BA increases, BL tends to increase.
Causal Results
The results of the linear regression model between BPO and CBE were significant,
F(1,100) = 126.60, p < .001, R2 = 0.56, indicating that approximately 56% of the variance in CBE
is explainable by BPO. BPO significantly predicted CBE, B = 0.75, t(100) = 11.25, p < .001. This
indicates that on average, a one-unit increase of BPO will increase the value of CBE by 0.75 units.
The results of the linear regression model between VC and CBE were significant, F(1,100)
= 96.91, p < .001, R2 = 0.49, indicating that approximately 49% of the variance in CBE is
explainable by VC. VC significantly predicted CBE, B = 0.52, t(100) = 9.84, p < .001. This
indicates that on average, a one-unit increase of VC will increase the value of CBE by 0.52 units.
The results of the linear regression model between CBE and BA were significant, F(1,100)
= 177.24, p < .001, R2 = 0.64, indicating that approximately 64% of the variance in BA is
explainable by CBE. CBE significantly predicted BA, B = 0.94, t(100) = 13.31, p < .001. This
indicates that on average, a one-unit increase of CBE will increase the value of BA by 0.94 units.
The results of the linear regression model between CBE and BL were significant, F(1,100)
= 355.02, p < .001, R2 = 0.78, indicating that approximately 78% of the variance in BL is
explainable by CBE. CBE significantly predicted BL, B = 0.97, t(100) = 18.84, p < .001. This
indicates that on average, a one-unit increase of CBE will increase the value of BL by 0.97 units.
Mediation Result
For the mediation, regression was performed among the independent variables, Customer
Brand Engagement, dependent variable, Brand Loyalty, and the mediating variable, Brand
Attachment. First, the regression with CBE predicting BL was conducted. The regression of BL
on CBE was significant, F(2, 100) = 355.02, p < .001. The results showed that CBE was a
significant predictor of BL, B = 0.97, indicating that the first criterion for mediation was satisfied.
Second, the regression with CBE predicting BA was conducted. The regression of BA on CBE
was significant, F(2, 100) = 177.24, p < .001. The results showed that CBE was a significant
predictor of BA, B = 0.94, indicating that the second criterion for mediation was satisfied. Next,
the regression with CBE and BA predicting BL was conducted. The regression of BL on CBE and
BA was significant, F(3, 99) = 189.22, p < .001, suggesting that CBE and BA accounted for a
significant amount of variance in BL. The individual predictors were examined further. The results
showed that BA was a significant predictor of BL when CBE was included in the model, B = 0.17,
indicating that the third criterion for mediation was satisfied. The results showed that CBE was a
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significant predictor of BL when BA was included in the model, B = 0.81, indicating that the fourth
criterion for mediation was not satisfied. Since items 1, 2, and 3 were met, while item 4 was not,
partial mediation is supported.
Table 3
Mediation Results for BL predicting CBE mediated by BA
Dependent
Independent
B
Regression 1:
BL
CBE
0.97
Regression 2:
BA
Regression 3:
BL

SE

t

p

0.05

18.84

< .001

CBE

0.94

0.07

13.31

< .001

CBE
BA

0.81
0.17

0.08
0.07

9.64
2.43

< .001
.017

Summary of Hypothesis
Based on the statistical analysis performed, the following hypothesis were significant for
relationship and effect:
H1: Brand psychological ownership has a relationship and effect with Customer brand
engagement
H2: Value congruity has a relationship and effect with Customer brand engagement
H3: Customer brand engagement has a relationship and effect with brand attachment
H4 Customer brand engagement has relationship and effect with behavioral brand loyalty
H5: Brand attachment mediates customer brand engagement and behavioral brand loyalty.
Conclusion
From the analysis of the models, it yielded significant results on relationship and causality
among the variables, wherein it signifies good measures among the respondents of the study.
Customer brand engagement can be predicted by brand psychological ownership, where customers
feel important, and felt that they are part of the business vis-à-vis the brand.
Regarding commonality among the values of the customers and the brand, value congruity
as a predicator is also a good indicator, where both the customer and the brand imbued the same
values. This is good for the firm, as the values and principles is manifested within its customers.
Customer brand engagement and brand loyalty as mediated by brand attachment is being
enhancement and creates further reinforcement of attitudes among the customers to become loyal
to the brand. Though it was resulted as partial mediation, brand attachment can still be attributed
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to create a strong emotional bond between customers and the brand. Customers are always
regarded as the most essential part of the successful brand, firms must always consider customers
as the top priority in terms on how to engage them to be attached in the brand management
processes.
Communication drives this, as customers felt, that they are important through being
updated, inform on the brand, the firm, including new offerings, promotions, or just merely being
in touch with them. Though, this study has its limitations, as the respondents may not be an actual
reflection of all the customer based of mobile telco provider, and certain demographics and
behavior among the respondents may have provided bias on the study, it will be suggested for
future research to widen the scope on the population, including demographical or geographical
segmentation.
Management Implication
Understanding the relationship of the construct, from the role of the antecedents brand
ownership and value congruity can help management to identify how to motivate and engage
customers. Know what will stimulates customers to feel and be engage in the upliftment of the
brand will bring preferential understanding to what matters to them. Segmentation is essential to
better understand in behavior of individual or group customers that may manifest similarities.
Further segmentation as to demographics was not perform in this study, which future researchers
can look into. Service provisioning through multiple electronic channels has become a permanent
requirement for most service companies, in which mobile telco companies belong. Inconsistencies
has been prevalent with these companies in terms on how to deal with customers, especially during
complaints on the services.
Recommendations
Recommendation on how to better engage customers to create loyalty is by starting to have
a clear understanding on what the customers value. understanding what is important to the
customer will be useful on the part of the marketer and brand manager where to focus primarily
and deemphasize on the least important. Using these insights through customer feedback, FGD,
customer activation and engagement will guide the firm on what will be given priorities and
preferences on the usage or utilization of the firm’s resources. This can be way to simplify and
streamline existing and underlying product and services.
Digitalization is a way to do perform this to simplify complex processes and pain points
from the customers involvement with the brand. Link customer value to the operational drivers
that underpin it, then design a new operating model based on these linkages, working back from
the customer and using digital tools to streamline or automate processes in line with what
customers care about (Nielsen).
Tackle the most important customer journeys one by one and support the effort with
operational changes to improve efficiency and speed. Understanding on how to apply and embed
agility, cross-functional ways of working and reengineer operational and management system to
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support continuous improvement of the firm in delivering value to customers. When organizations
will take necessary steps, methodologies, and processes that can turn customer experience into a
source of delight for customers and a new and sustainable source of differentiation for themselves.
Future researchers can look into other constructs to measure customer engagement. Firms
that are industry leaders invest relatively more or even heavily on the customer journey experience,
which was not included in this study. This might be a more engaging and understanding way to
see the full spectrum to provide high customer lifetime value.
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Abstract
The study explores the factors that motivate the purchase of the Jollibee Funko Pop figurines, how
these factors motivate collecting behavior, how the Jollibee-Funko branding alliance spillover
effects manifested for Jollibee, Funko and the resulting co-branded product. Using a case-based
approach, this study finds that purchase and collection behavior are influenced by the internal
factors of nostalgia and self-identity, and by the external factors of novelty and investment. Finding
also suggest that development of Jollibee Funko Pop may have developed closer ties between
Funko and the Funko Fanatic community in the Philippines.
Key Words: Co-branding; Jollibee; Funko; International co-branding; Philippines

Background
What is Funko Pop?
Funko Pop figurines are toy vinyl figurines of popular characters from movies, books,
comics, and other pop culture brands. Its business model relies on licensing, which means that it
is essentially built on the concept of co-branding. Unlike many toy brands, Funko does not create
unique characters but rather creates its own stylized characters to “honor” and preserve pop culture.
The Funko company was established in 1998 and started with bobblehead figurines of pop culture
characters it licensed. The first Funko Pop was released in 2010: DC Comics characters released
during the Sand Diego Comic Convention.
What is the Jollibee Funko Pop!?
Jollibee Funko Pop was born out of Jollibee’s desire to commemorate the brand’s
eponymous mascot on its 40th year anniversary and Funko’s cognizance of Jollibee’s contribution
to Philippine pop culture and its increasing global clout.
Currently, there are two designs of the Jollibee Funko Pop!: the original Jollibee mascot
and the Jollibee in Barong. The original Jollibee mascot Funko Pop! comes in three variants: vinyl,
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metallic, and flocked. The Jollibee in Barong Funko Pop! comes in two variants: vinyl and glowin-the-dark.
The figurine is exclusively distributed in the Philippines. However, Jollibee Funko Pop!
figurines can be found being traded and sold in secondary market places such as eBay and
Facebook Marketplace. This is how collectors not residing in the Philippines are able to get hold
of this special edition figurine.
Why is this study significant?
There are literature gaps in explaining the effects of co-branding on consumption and in
explaining consumption motivations. Current literature seeks to explain spillover effects of cobrands to its parent brands and vice versa (Simonin & Ruth, 1998; Washburn, Till & Priluck, 2000;
Washburn, Till & Priluck, 2004). Most studies rely on experiments that test perceptions of
respondents to fictitious brand alliances (Li & He, 2013). None of the studies, however, explain
how these spillover effects manifest for each brand, or explain why buyers patronize these cobrands. Neither do these studies explain motivations for purchase. Did they buy primarily because
of the inherent characteristics of the product? Were their buying decisions motivated by the parent
brands?
In addition, the Jollibee Funko Pop is a unique product in that it is classified as a collectible.
It is made with the collector in mind, whether an occasional collector, an enthusiast, or a serious
one. The study then considers the motivations for consumption or purchase in this context. This
context is important because both Funko and Jollibee have their respective fan bases.
This study focuses on three questions:
1. Why do Filipino Funko Pop collectors purchase Jollibee Funko Pop figurines?
2. How do factors motivate their buying and collecting behavior?
3. How did the spillover effects manifest in the Funko and Jollibee co-branding?
Review of Literature
What motivates co-branding?
Leuthesser and Suri (2003) provides the simplest definition of co-branding, which
“involves combining two or more well-known brands into a single product.” Three general themes
emerge in the focus of current literature on the motivations for co-branding: product development,
market development, and reputation endorsement.
Brands collaborate to leverage on their competencies to produce a new product (Cooke &
Ryan, 2000 and Leuthesser & Suri, 2003). In doing so, they either penetrate the market or expand
to a new market (Leuthesser & Suri, 2003). The bulk of literature discussing the benefits of cobranding, however, focus on its effects on brand equity and customers’ brand attitudes. Most
studies argue that co-branding results in a positive reputation endorsement between the two brands
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in alliance and also to the resulting co-brand (Cooke & Ryan, 2000; Ruekert & Rao, 1994; Simonin
& Ruth, 1998; Washburn et al, 2000; Washburn et al, 2004).
What motivates international co-branding?
International branding alliances, on the other hand, offer foreign brands added benefits to
the foreign brand through easing local market entry (Abratt & Motlana, 2002), providing
immediate brand awareness and equity to the local market (Voss & Tansuhaj, 1999), and
leveraging the foreign brand’s country of origin image (Bluemelhuber, Carter, & Lambe, 2007).
International brand alliances are particularly helpful for foreign brands in penetrating local markets
where consumers have high ethnocentric tendencies (Li & He, 2013).
Consumer perceptions on a brand’s globalness and localness come into play in
international branding alliances. Current literature argue that how consumers perceive a brand’s
globalness and localness affects how consumers build relationships with a brand in that brands
satisfies their need to verify, enhance, and communicate their identity, supports their need for
distinctiveness or prestige, and their pursuit of warmth and nostalgia (Sichtmann, Davvetas &
Diamantopoulos, 2019). What this means for brands is that while brands form alliances to leverage
on their core competencies and to create synergies, consumption is still motivated by factors
inherent in consumers: self-identity, self-expression, prestige, and the pursuit of nostalgia.
What motivates collecting behavior?
Collecting is a form of customer experience (Gentile, Spiller, & Noci, 2007). Formanek
(2012) proposes that there are five categories of collecting: (1) collecting for the self, (2) collecting
in relation to others, (3) collecting as preservation, restoration, history, and sense of community,
(4) collecting as a financial investment, (5) collecting as a form of addiction in that it is a source
of gratification. A closer examination of these categories shows that collecting behavior shares
similar rational to general consumption motivations: the need to express one’s identity and the
pursuit of nostalgia or preservation of memories. Collecting also provides a consumption
experience that relates to others through shared interests or shared consumption experiences
(Gentile et al, 2007).
Methodology
This study employed a qualitative grounded theory approach to examine what motivates
the purchase of Jollibee Funko Pop! figurines. As prescribed by Yin (2011), data was gathered
from multiples sources: primary and secondary sources. In-depth interviews were conducted to
gather primary data from Funko Pop! figurine collectors. An intensive desk research involved
gathering secondary data from multiple sources: official online resources of Funko and Jollibee,
including its website and social media channels; the Funko Fanatic Philippines Facebook Group
page; online news an magazine articles; filmed documentaries such as Netflix’s Making Fun: The
Story of Funko and Jollibee’s mini documentary, A Pop of Joy; and other related videos and vlogs
from self-proclaimed Funko Funatics. The information gathered from secondary sources were used
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to enhance the interview questions. Secondary data was also used to triangulate information from
the interview responses and to provide context in interpreting the interview responses.
An open call on social media was employed to recruit respondents. This study interviewed
9 individuals whose Funko Pop! collections vary in degrees. One respondent has over 1000 Funko
Pop! figurines in his collection. Three respondents each have collection of Funko Pop! figurines
numbering between 100 and 400. The remaining four (4) respondents have fewer than 100 Funko
Pop! figurines in their personal collection. All respondents associate as Filipinos, and two
respondents are based abroad. Seven of the nine respondents own at least one Jollibee Funko Pop.
Two respondents own all 5 variants of the Jollibee Funko Pop. Two respondents do not own any
Jollibee Funko Pop! One expressed desire to purchase at least one Jollibee Funko Pop!, while the
other signified no desire to own one.
While the assumptions of this study are anchored on current literature, the study remained
open to themes that emerged from interviews with respondents. It was also sensitive to patterns
that revealed itself during data analysis.
Discussion
Why do collectors buy particular Funko Pop! figurines?
“It’s cute.” // “It’s fun to look at.”
Every respondent referred to the figurine’s appealing aesthetic. It’s a universal
theme that is expressed by all interviewees and which also reverberates in almost all written
and filmed pieces.
“I loved it as a kid.” (nostalgia)
Nostalgia is another common theme that emerged across all interviews. Many of
the interviewee’s first Pop! figurines were characters from their favorite cartoons, TV
shows, or movies from their childhood. The same sentiments also resonate in many written
and filmed pieces.
Most collectors focus on particular pop culture themes, such as a particular movie, TV
show, cartoon, or character.
“It’s so me!” (identity)
When explaining how they build their Funko collection, many respondents
typically describe their collection as a reflection of who they are: their aesthetic, their
interests, and their unique, sometimes quirky preferences. This goes beyond mere nostalgia
and speaks more of tendencies towards self-expression.
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Why do collectors purchase the Jollibee Funko Pop! figurine?
“It’s a Filipino Pop!” (identity/prestige)
The theme of self-identity emerged particularly why collectors bought the Jollibee
Funko Pop! figurine. Filipino collectors identify with Jollibee. Some collectors also
collected Pop figurines associated with the Philippines: Manny Pacquiao, Aswang, and
Darna.
Two collectors feel that the alliance between a foreign brand and a local brand is
significant and important. This comes at an opportune time when Jollibee is becoming an
international brand itself, given its acquisitions of foreign assets and its increasing presence
internationally, specifically in the United States, where Funko originates.
“I’m a Jollibee fan!” (identity)
One Funko Pop! collector admitted to being also a collector of Jollibee toys and
collectibles.
“It’s part of my childhood.” (nostalgia)
Many of the collectors associate Jollibee with memories of their childhood.
“Everyone seems to want it.” (consumption in relation to others)
The theme of novelty also emerged in interviews, particularly with novice
collectors or those who have started collecting for less than a year.
“It’s a special edition available only the Philippines, so maybe I should get it.” (prestige)
Some respondents believe that this is a prized figurine. Given that they can acquire
the figurine, it is something they “might as well” purchase while available in the market.
“I can trade it later.” (investment)
At least 3 respondents expressed that they do not have a personal connection with
Jollibee. Two of the respondents, however, bought multiple boxes of the Jollibee Funko
Pop!, even if they did not intend to keep the figurines in their personal collection. Instead,
they are keeping the figurines for a future transaction: either to sell at a higher price or to
trade for another Funko Pop! figurine.
This is a theme that also emerged in the documentary. Many collectors keep prized
figurines not to keep permanently, but to sell off on a future date at a higher price.
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Conclusion
Why do Filipino Funko Pop collectors purchase Jollibee Funko Pop figurines?
Funko Pop collectors are motivated to purchase the Jollibee Funko Pop figurines by the
internal factors of nostalgia and self-identity, and by the external factors of novelty and investment.

How do internal and external factors motivate their buying behavior?
A Funko Pop collector will buy a Jollibee Funko Pop figurine whether motivated by an
internal or an external factor. However, what is interesting is that those who are internally
motivated will have a different collecting strategy from those who are externally motivated.
Internal factors of nostalgia and self-identity determine whether they will keep the Jollibee
Funko Pop! for themselves as part of their permanent personal collection.
On the other hand, when purchase is motivated by an external factor—that is, the potential
to turn a profit based on market forces, the collector will eventually trade for a “better” figurine (a
collectible that elicits nostalgia or a sense of identity) or sell the figurine for profit.

How did the spillover effects manifest in the Funko and Jollibee co-branding?
For the co-brand: Responses from interviews suggest that there is a following for the
Jollibee Funko Pop line. There are those who express the desire to collect all variants of the Jollibee
Funko Pop figurines.
For Funko: Compared to its wide reach in the North American market, it has limited reach
in Asia, particularly in the Southeast Asian market. The development of Jollibee Funko Pop seems
to have ushered closer ties between Funko and the Funko Fanatic community in the Philippines.
For Jollibee: Increased sales for the company since purchase of the Jollibee Barong Funko
Pop requires purchase of its product.
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Abstract
With the people's growing concern towards social, political, and environmental issues,
people and businesses alike are taking a step towards solving issues through the use of brand
activism, a form of corporate social responsibility. This study aims to determine the effectiveness
of brand activism as a marketing strategy in relation to the purchase behavior of consumers,
specifically ABM senior high school students of De La Salle University Batch 117. Additionally,
this study aims to identify which factors have an effect on a consumer’s purchase behavior. In
order to achieve this, the researchers gathered data from 103 students through the use of an online
survey and from various relevant studies. The results of the survey show that brand activism has a
positive effect on the purchase behaviour of the students. As for the factors that affect purchase
behaviour, the data shows that socio-cultural factors, such as norms, conventions, customs,
religion, festivity, social class, and lifestyle, have an effect on a consumer’s purchase behaviour.
Aside from socio-cultural factors, the results also show that customer satisfaction with a brand’s
product performance, service quality, and ability to meet their expectations has an effect on
purchase behavior. Furthermore, personal beliefs and morals, family and friends, social trends,
one's own advocacy, and convenience also affects a consumer’s purchase behavior. Lastly, the
findings of the study suggest that brand activism, if done right, has the potential to motivate and
encourage consumers to support a business’ social mission and also influence consumers to partake
in initiating social change.
Key Words: Corporate social responsibility; Brand activism; Marketing strategy; Purchase
behavior
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Introduction
The continuous growth of various non-governmental organizations (NGO) and non-profit
organizations show that people are becoming increasingly concerned for the well-being of the
society and are taking an active stance in social awareness and activism (Spar & La Mure, 2003).
More and more companies and entrepreneurs have also been seeking to create businesses that are
more than just about making profit, rather, as a possible means to impact and help solve social
problems.
Consumers have also been giving more attention to the Corporate Social Responsibility
(CSR) efforts and ethical and sustainable practices of businesses (Becker-Olsen & Hill, 2005).
According to a survey conducted by Aurora (Shaikh, 2017), a world-renowned advertising,
marketing and media magazine, 40% of customers will buy products from a brand that supports a
cause that is important for them, even if it is priced well above the average market value. Forty
percent will also continue purchasing from a brand (they use frequently) even if the brand raises
its price in order to implement and maintain CSR practices. Furthermore, 54% will stop using a
product or service they are loyal to if they think the brand has behaved unethically. This claim is
supported by a study of Chernev and Blair (2015) which also highlights that while good CSR can
alter the customers’ product perceptions, the benefits of CSR are greater when consumers believe
that the company’s motivation stems from benevolence rather than self-interest.
In a survey conducted by Shaikh (2017), almost 75% of the respondents were millennials
or individuals born between 1982 and 2004. This suggests that these young people want to support
causes that are important to them through the brands they patronise and expect corporations to be
actively involved in addressing environmental, social and economic challenges. Additionally, this
means that buyers consider activism to be important when deciding on what to spend their money
on (Shaikh, 2017). Hodge (2018) expounds on this claim by stating that active consumers are
willing to pay more for brands that initiate and seek social change for a greater purpose than profit.
These buyers, especially the millennial consumer group, are known to “be receptive to ethical
issues, value multiculturalism, and feel comfortable expressing themselves” which explains the
importance they give to activism (Bucic, Harris, & Arli, 2012). This is supported by the claim of
Du, Bhattacharya, and Sen (2007) that say consumers give importance to the CSR efforts of
companies and are more willing to support and be advocates for them, thus concluding that the
CSR efforts of companies may have an effect on the purchase behavior of consumers. In another
study by Sen and Bhattacharya (2001), it is stated that a business’ CSR programs have positive
effects consumers’ preference and purchase intentions, especially when it is in line with
consumers’ own beliefs and advocacy as well.
Brand activism, according to Kotler and Sarkar (2017), is a variation of CSR utilized by
some businesses to address issues such as social, environmental, or economic problems through
the business’ value proposition. There are various reasons which may influence a business’
decision to pursue brand activism. For example, a business may choose to pursue brand activism
due to the founder’s vision and mission for the business, while other businesses may choose to
pursue brand activism as a marketing tool to draw customers in.
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Through this study, the researchers would like to prove that brand activism is an effective
marketing strategy that can positively affect the purchase behaviors of consumers, especially in
terms of the consumers’ of decision-making process and decisional variables. The researchers
propose that brand activism is an effective means of simultaneously incorporating social welfare
while gaining competitive advantage as well as profit. They would also like to prove that brand
activism is a tool that can greatly benefit society, businesses and consumers alike.
Review of Related Literature
Corporate Social Responsibility
According to the United Nations Industrial Development Organization (UNIDO) (n.d.),
Corporate social responsibility (CSR) is a strategic business management concept wherein
businesses aim to help solve and have a stand regarding social issues and environmental concerns
by integrating them into the business’ operations. Through CSR, businesses are able to achieve
balance between economic, environmental, and social concerns while being able to satisfy the
needs and expectations of the business’ shareholders and stakeholders. Hopkins, as cited in
Buhăniță (2015), added that “corporate social responsibility is concerned with treating the
stakeholders of the firm ethically or in a socially responsible manner.” These stakeholders are not
only those who are within the business, but also those who are outside. A business that integrates
corporate social responsibility into their business operations may increase moral development and
improve the welfare of the stakeholders both within and outside of the business.
Businesses have been looking for ways to compete more effectively in the market. They
are continuously experimenting on different marketing strategies and business models that would
help them gain competitive advantage. Corporate social responsibility and supply chain
management are two of these strategies that have been used and have become more vital in
ensuring a business’ performance and financial stability (Juarez, Vazquez & Escobar, 2018).
Corporate Social Responsibility was deemed to have a strategic importance to businesses
considering that the market environment has become more competitive and modern society is
concerned with social awareness (Luo & Bhattacharya, 2006). The continuous rise of the NGOs
and non-profits show that people nowadays have become more aware and are taking an active
stance with regards to economic, environmental, and societal issues (Spar & La Mure, 2003).
Consumers are more conscious when deciding which products to purchase since viral videos
relating to a business’ background, initiatives, or production process tend to influence their
preferences. This has caught the attention of the public eye, which also resulted to numerous
debates and discussions which mostly transpire online. This kind of trend or behavior is consumer
activism. Businesses have become more aware of their consumers’ stands when it comes to social
issues, and this has served as a stimulus for adjusting a firm’s activities in order for the firm to
become more socially responsible (den Hond & de Bakker, 2007).
According to Sen & Bhattacharya (2001), CSR has a positive effect on the consumers'
perception towards a business. Consumers are more likely to purchase from a business that is
socially responsible than from a business that is not. Consumers are also more interested and
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encouraged to support and be advocates of socially responsible businesses. Sen & Bhattacharya
(2001) also discovered that the consumers' identification with the business' intentions has an effect
on the consumers' purchase intentions. These results can be supported by another research by
Chernev & Blair (2015), where they discovered that CSR can alter the customers' product
perceptions. Consumers are more likely to purchase from a business they identify with or when
their beliefs are in-line with business’ goals and objectives. It is worth noting that a business’ CSR
initiative is more successful and has more benefits when the consumers believe that the business’
efforts are acted upon by benevolence rather than just self-interest (Chernev & Blair, 2015). Given
these studies, a business’ CSR initiative that is made solely because of self-interest may only
receive negative comments, feedbacks, and effects rather than being able to gain a competitive
advantage.
Brand Activism
Brand activism is the term used to describe the phenomena of brands or businesses taking
an active stance towards societal problems (Arden, 2017). Kotler & Sarkar (2018) defines it as
“business efforts to promote, impede, or direct social, political, economic, and/or environmental
reform or stasis with the desire to promote or impede improvements in society”, arising due to the
pressing and urgent problems faced by society.
It was first introduced in the early 1980s when the United Colors of Benetton decided to
pursue brand activism by targeting health, politics, and racial topics through ad campaigns
(Chapman, 2018). Although brand activism is not an entirely new concept, there has been a rapid
increase in the number of businesses practicing it. This rapid increase is due to the pressing amount
of societal issues that are causing brands to evaluate and take stance lest they risk criticism from
their consumers (Armano, 2017). Another contributing factor to the prevalence of brand activism
are consumers, particularly young consumers and millennials. According to Kozinets (2014), mid2000s influential brand consultants and writers like Kevin Roberts and Marc Gobe are claiming
that at this time and age, brand awareness and brand loyalty are not as effective as before. An
interview done by Schawbel (2015) revealed that 75% of young consumers, specifically
millennials, expect businesses to contribute to the welfare of the society by “giving back” rather
than focusing on generating profit. Kozinets (2014) claims that marketers and managers now need
to seek marketing strategies that focus on emotional commitment and brand love. Due to the many
problems that millennials face in today’s society, they see brands and businesses as potential
leaders that can help solve issues, shape culture and society (Janmohamed, 2017; Kotler & Sakar,
2017; Drucker, 2002). Brand activism, if done right, can start social movements and bring
awareness to certain social issues. It can also encourage others to speak up and act towards social
issues. However, as with all activisms, it can cause a backlash if it is done improperly. This is
where strong consumer-brand identity is most needed. Millennials see brands as a badge of their
own social activism (Janmohamed, 2017). Marin, Ruiz & Rubio (2009) supports this claim by
saying that consumers buy from brands and businesses that they identify with and are in line with
their own beliefs, motivations, and values. In turn, brand activism has the ability to create longterm relationships with consumers through an emotional bond over shared values.
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Businesses that pursue brand activism or other forms of CSR do not merely focus on profitmaking, rather, these firms focus on the welfare of the business’ stakeholders (Goering, 2012).
This is in line with the statement of Kapferer (2012) that says brands as activists demonstrate
concern for the future well-being of their end-users and for society at a large. Some writers
(Chapman, 2018; Kotler & Sarkar, 2017) took note that brand activism may also have a negative
impact on a firm’s image when the practice of brand activism is viewed as a simple marketing
ploy. According to Chapman (2018), aside from meaningful actions, consumers will still look for
the authenticity behind a brand's purpose in fighting for a cause before supporting a brand. This
type of criticism is common throughout many types of CSR (Chernev & Blair, 2015). Marketers
now treat people not merely as consumers but as whole human beings with minds, heart, and spirits
(Kotler, Kartajaya, & Setiawan, 2010)
According to Kotler and Sarkar (2017), brand activism is a “natural form of corporate
social responsibility (CSR) and environmental, social and governance (ESG) programs” that
derives from the value-driven goals and objectives of a business. It is also a framework that allows
businesses to shift from a marketing and business-driven model to a model driven by values; from
marketing-driven cause marketing to corporate-driven CSR to societal-driven brand activism
(Arden, 2017; Kotler, 2018).

Figure 1. Brand Activism Model (Kotler & Sarkar, 2017)
The main difference between brand activism and other forms of CSR is the placement and
participation of a company’s social mission (Kotler, 2017). In other forms of CSR, the social
mission and social efforts of a company are seen in projects that do not concern the main operations
of the company. Instead, the efforts are shown through external activities such as tree-planting,
participation in clean-ups, etc. Other companies also practice CSR through internal means such as
using eco-friendly materials, lessening energy usage and more. On the other hand, businesses that
practice brand activism integrate their their social mission and goals within their main operations,
marketing means and value proposition, particularly marketing. It serves as the driving force and
core foundation of a business. Business that practice brand activism adopt a set of values that go
beyond profit-making (Meuwsen-Sterling, 2017).
Brand activism can either be progressive or regressive. Businesses that take a regressive
approach may cause harm to the society and environment by denying the negative effects of their
product and promoting their “virtues”. An example used by Kotler is the Big Tobacco brand, a
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tobacco company who denied their product’s negative effects even when research proved
otherwise. Another example is the use of warning labels in cigarette packages. On the other hand,
businesses that practice progressive activism seek to have an impact on society and help address
societal problems, highlighting specific issues that the firm means to tackle. According to Kotler
(2018), being neutral is not enough, either willingly or not, and all brands are now brand activists.
In the past, brands could selectively choose which issues to tackle or engage in, but due to the
rising awareness among consumers, brands are now expected to take an active stance in facing
problems and issues. A survey by Brandfog (2018) on the far-reaching effects of a CEO’s social
media activity on brand trust and purchase intent showed valuable insights on the opinions of
multiple stakeholders regarding the participation and position of CEOs and businesses on
prominent social issues. According to this survey, 93% of the respondents agree that “When CEOs
issue statements about the key social issues of our time and I agree with the sentiment, I am more
likely to make a purchase from that company”. This proves that a brand’s brand activism approach
can have a significant effect on sales.

Figure 2. Classifications of Brand Activism (Kotler & Sarkar, 2017)

Kotler & Sarkar (2017) classified brand activism into six categories. These are social, legal,
political, economic, environmental and business.

Figure 3. Types of Brand Activism (Kotler & Sarkar, 2017)
Social activism tackles issues concerning equality - gender, LGBT, race, age, etc. It also
tackles societal and community issues such as education, school funding, etc. Legal activism is
concerned with laws and policies that affect companies, such as tax, workplace, and employment
laws. Business activism is involved with governance – corporate organization, CEO pay, worker
compensation, labor and union relations, governance, etc. Political activism tackles lobbying,
voting, voting rights, and policy (gerrymandering, campaign finance, etc). Environmental
activism addresses issues with conservation, environmental, land-use, air and water pollution laws
and policies. Economic activism cover problems with minimum wage and tax policies that impact
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income inequality and redistribution of wealth. Furthermore, these six categories may also take a
progressive or a regressive stance.

Figure 4. Classification of Different Types of Activism (Kotler & Sarkar, 2017)
Marketing Strategy
Devising the most appropriate marketing strategy is a vital step for every business because
this is what sets a company apart from other brands, especially within a competitive market. Given
that companies are constantly developing and innovating to attain a larger market share, it is
essential for a business to continue looking for a marketing strategy that will best fit its products
and services.
One of the main tools that a company can use to establish themselves within a market is a
brand. According to Onigbinde & Odunlami (2015), “brands are one of the most valuable
intangible assets that firms have” and have the capacity to influence and change a consumer’s
choice and perception towards a product and a business. Businesses have continuously made
branding their top priority. They also consider positioning and creating a good brand image as they
reach out to their customers. It is believed that, by establishing strong brands, businesses could be
at par or even be ahead of its competitors. Proper brand positioning and good brand image are also
important because these are factors that would dictate a consumer’s perception towards a brand.
These factors also play a big role in the consumer’s decision to buy a brand or not.
Adegbola (2014) says that incorporating CSR as a marketing strategy has helped and has
brought positive impact into an organization’s performance. Juščius, Šneiderienė, & Griauslytė
(2013) also claimed that the use of CSR as a marketing tool may help in creating value beyond the
economic level and developing relationships with the multiple stakeholders of a firm, thus proving
that socially responsible organizations will perform better than those that are not. It would also be
good to take a stand on a social issue to differentiate yourself while communicating your values.
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This is because consumers are more likely to choose a brand that does not only focus on profit
maximization, but also considers the welfare of the society and the environment.
It is also important to note that CSR efforts that are acted upon by benevolence rather than
self-interest could encourage more consumers to support and buy from the business (Chernev &
Blair, 2015). A business that includes corporate social responsibility into their business operations
merely for the sake of creating a good brand image may receive negative feedback and may
experience adverse effects on their daily operations instead of establishing a better reputation. A
study by Gallego-Alvarez et al (2010) supports the success of CSR as a marketing tool. However,
they also claim that CSR practices integrated into the main operations of a company may have a
bigger impact on the success of a certain businesses. Based on these studies, marketing a firm’s
CSR practices had been proven to have a positive impact on a firm’s performance, however the
success of this strategy is dependent on whether the practices of a company is acted upon by
benevolence and is evident in their main operations.
Purchasing Behavior
Purchase intention and purchase behavior of consumers continue to be an essential
marketing concept for every business. These concepts have helped businesses in designing their
marketing plan, including how to segment their market, as well as decisions regarding which
products or services to sell. These concepts have aided businesses in knowing more about their
target market—their needs and wants, and how they act or respond towards an advertisement, a
product, or a brand (Morrison, 1979). Sheth (2014) says that purchasing behavior is a part of
consumer behavior and is “the mental and physical activities undertaken by household and
business consumers that result in decisions and actions to pay for, purchase, and use products and
services.” Consumer behavior deals with the behaviors of consumers when purchasing a product
or a service.
Levy (1999), as cited in Becker-Olsen & Hill (2005) assumed that businesses will be
rewarded by their customers if they decide to perform social initiatives since customers are known
to be an important stakeholder group that is particularly susceptible to a business’ CSR initiatives
(Bhattacharya & Sen, 2004), these rewards however, still remain dependent on a consumer’s
purchasing behavior. A consumer’s purchasing behavior is important to a business since it affects
a business’ branding and image especially when a business takes part in CSR. Becker-Olsen &
Hill (2005) also studied some factors that may affect the behaviors of consumers in response to a
business’ intentions. It was discovered that low-fit and high-fit initiatives centered on gaining
profit have a negative impact on a customer’s purchasing behavior no matter what the motivation
of the business is. The negative response is due to the lack of sincerity and the lack of action when
it comes to solving a social issue. If a CSR initiative does not really bring a change to a consumer’s
behavior, belief, mindset, or attitude, then, from the consumer’s point of view, it does not solve
the issue. Proactive and reactive initiatives also affect a consumer’s purchasing behavior because
of its timing (Becker-Olsen & Hill, 2005). The results show that when a CSR initiative is high-fit
and proactive, positive reactions are received when it comes to a consumer’s purchasing behavior.
Taking action before an issue worsens encourages consumers to purchase and act on it more rather
than doing it once the damage has already been done. Through a business’ social initiative, it has
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served as an “informational cue that has led to an improvement in consumer beliefs, attitudes, and
intentions” (Becker-Olsen & Hill, 2005). All things considered, CSR initiatives bring a positive
response to a consumer’s purchasing behavior since consumers identify with a company or
business more through its CSR initiatives (Marin, Ruiz & Rubio, 2009).
Theoretical Framework
Theory of Planned Behavior (TPB)

Figure 5. Theory of Planned Behavior (Ajzen, 1985)
The theory of planned behavior (TPB) by Ajzen (1985) is a comprehensive model that
focuses on the intention of a person to perform an action or behavior. It is proposed in the TPB
that a person’s intention represents the motivation behind an action or behavior and a stronger
intention results to a higher possibility of performing an action. Figure 5 shows that the intention
of an individual is influenced by three main factors -- behavioral, normative, and control beliefs.
Behavioral beliefs or one’s attitude toward the behavior refer to the beliefs and evaluation
of an individual towards the outcome of an action. Normative beliefs or subjective norms refer to
the social pressure felt by an individual that pushes them to perform an action or not. Control
beliefs or perceived behavioral control refers to how an individual perceives the ease of performing
a task based on factors which may affect one’s control over a situation. These three factors are
recognized as the foundation of an individual’s intention of performing an action.
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Conceptual Framework

Figure 6. Conceptual Model
Literatures relevant to the study showed there is a relationship between brand activism, a
firm’s marketing strategy, and the purchasing behavior of consumers. The conceptual model for
this research shows that brand activism, specifically as a marketing strategy and as a variation of
CSR, has a positive impact on the purchase behavior of consumers. The factors that affect a
consumer’s purchasing behavior are customer satisfaction and socio-cultural factors. According to
Shih, Yu, and Tseng (2015), a product’s attribute has an effect on the purchase behavior or
purchase decision of a consumer towards that particular product. Consumers are more likely to
choose a product that is able to meet their expectations and is able to satisfy their needs and wants.
Consequently, raising customer satisfaction would allow an increase in consumer purchase
behavior. On the other hand, according to Lawan & Zanna (2013), socio-cultural factors, may it
be economically or personally, has a significant influence on the purchase behavior of consumers.
Hypothesis of the Study
Based on the research conceptual model, the following hypotheses were stated to
serve as guide throughout the study:
Ho1: Brand activism, as a form of corporate social responsibility, does not have a positive impact
on the purchasing behavior of consumers.
Ha1: Brand activism, as a form of corporate social responsibility, has a positive impact on the
purchasing behavior of consumers
Ho2: Consumer’s expectation, when considered in marketing strategy, does not affect purchasing
behavior.
Ha2: Consumer’s expectation, when considered in marketing strategy, affects purchasing behavior.
Ho3: Product performance, when considered in marketing strategy, does not affect purchasing
behavior.
Ha3: Product performance, when considered in marketing strategy, affects purchasing behavior.
Ho4: Service quality, when considered in marketing strategy, does not affect purchasing behavior.
Ha4: Service quality, when considered in marketing strategy, affects purchasing behavior.
Ho5: Socio-cultural norms, when considered in marketing strategy, does not affect purchasing
behavior.
Ha5: Socio-cultural norms, when considered in marketing strategy, affects purchasing behavior.
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Ho6: Socio-cultural convention, when considered in marketing strategy, does not affect
purchasing behavior.
Ha6: Socio-cultural convention, when considered in marketing strategy, affects purchasing
behavior.
Ho7: Customs, when considered in marketing strategy, does not affect purchasing behavior.
Ha7: Customs, when considered in marketing strategy, affects purchasing behavior.
Ho8: Religion, when considered in marketing strategy, does not affect purchasing behavior.
Ha8: Religion, when considered in marketing strategy, affects purchasing behavior.
Ho9: Festivity, when considered in marketing strategy, does not affect purchasing behavior.
Ha9: Festivity, when considered in marketing strategy, affects purchasing behavior.
Ho10: Socio-cultural class, when considered in marketing strategy, does not affect purchasing
behavior.
Ha10: Socio-cultural class, when considered in marketing strategy, affects purchasing behavior.
Ho11: Socio-cultural lifestyle, when considered in marketing strategy, does not affect purchasing
behavior.
Ha11: Socio-cultural lifestyle, when considered in marketing strategy, affects purchasing
behavior.
Ho12: Socio-cultural factors applied in marketing strategies do not affect purchasing behavior.
Ha12: Socio-cultural factors applied in marketing strategies affect purchasing behavior.
Research Methodology
Research Design
The study used a mixed-method research and utilized qualitative and quantitative data. This
allowed the researchers to gather more data and study the research in a more extensive manner by
using qualitative questions like how and why thus enabling the researchers to get more detailed
and in-depth answers. The quantitative and qualitative data will be gathered from the online
surveys that will be given out to the respondents.
Research Locale
The research was conducted in De La Salle University-Manila. The target population was
Batch 117 senior high school ABM track students of the school.
Profile of Respondents
The respondents are Grade 12 students taking up the Accountancy, Business and
Management (ABM) strand in De La Salle University- Manila. The respondents are within an age
range of 16-19 years old..
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Sampling Design
The researchers conducted a census among the 116 students from batch 117 ABM track of
DLSU-Manila. The 116 respondents are the total number of students from DLSU SHS 117 ABM
track who passed consent forms to the school agreeing to participate in researches. However, only
103 students agreed to participate in this study.
Method/s of Data Collection
Both primary and secondary data were used in gathering data and other necessary
information. Online survey forms were distributed to the respondents to determine their behavior
towards CSR and brand activism. Questions to determine their purchasing behavior will also be
present on the survey forms. On the other hand, secondary data will be collected through studying
academic journals, books, and news articles.
Method/s of Data Analysis
PH Stat was used to analyze the statistical data gathered from the survey conducted. The
statistical treatment of the data gathered would be one population hypothesis testing.
Results and Discussion
The survey results of the respondents were used as the basis in computing the statistical
results about to be presented. The numerical values of 1 and 0 were used to represent yes or no
respectively since the survey questionnaire mostly consisted of questions answerable by yes or no.
With a sample size of 103 and a level of significance of .05, a two-tailed test was conducted
through PH Stat. The standard level of significance used resulted to having the upper and lower
critical regions of 1.96 and -1.96. In addition, a null hypothesis equating to 0 was formed for each
of the problems and one hypothesis testing for one population statistical formula was utilized.
Table 1
Statistical results for Corporate Social Responsibility (CSR) and Brand Activism (BA)
Based on the results from the survey, the group translated the yes or no answers to 1 an 0,
respectively.
Null Hypothesis: m=0
TYPE OF TEST: TWO-TAILED
UPPER CRITICAL VALUE = 1.96
Sample Size = 103
Level of significance = .05
LOWER CRITICAL VALUE = 1.96
Corporate Social Responsibility (CSR)
Brand Activism (BA)
#1
#2
#3
#4
#1
#2
#3
Population
Standard
0.47
0.48
0.42
0.42
0.1
0.49
0.47
Deviation
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Sample
Mean
Standard
error of
the mean
z-test
Statistic
Decision

0.33

0.64

0.78

0.77

0.99

0.60

0.69

0.05

0.05

0.04

0.04

0.01

0.05

0.05

7.13

18.77

7.88

18.48

100.50

12.47

14.88

Reject the Null Hypothesis

Table 1 shows the statistical results in relation to the questions regarding Corporate Social
Responsibility and Brand Activism. The questions were designed in order to find out how aware
the respondents are on the concepts of CSR and BA and what are their perceptions about the
Corporate Social Responsibility
#1: If a business’s Corporate Social Responsibility efforts are acted out of self-interest
rather than benevolence, does it affect your decision to purchase a product?
The first set of data concerning CSR gave a mean of .33 and a standard deviation of .47. Following
the statistical formula, a z-test statistic of 7.13 was discovered. This falls outside the critical region
which prompts the decision to reject the null hypothesis. Hence, it can be concluded that, with a
.05 level of significance, there is enough evidence to prove that the intention of a business’s
Corporate Social Responsibility efforts has a direct impact on the purchase behavior of consumers.
#2: Do you actively seek to buy from businesses that pursue a social mission/corporate
social responsibility?
The second set of data concerning CSR has a mean of .64, a standard deviation of 0.48,
and a z-test statistic of 7.13, therefore it could be deduced that at .05 level of significance, there is
enough evidence to say that consumers actively seek to buy from businesses that pursue a social
mission or corporate social responsibility.
#3: Do you consider a business’s social initiatives and ethical decisions when buying a
product or service?
The third set of data gathered a sample mean of .78, a standard deviation of.42, and a z-test
statistic of 7.88. Thus, we can say that at .05 level of significance, consumers indeed consider a
business’s social initiatives and ethical decisions when buying a product or service.
#4: Have you ever purchased a product from a business that integrates social welfare in its
products?
The fourth set of data concerning CSR garnered a mean of .77, a standard deviation of .42,
and a z-test statistic of 18.48. This then allows us to reject the null hypothesis and arrive to the
conclusion that at .05 level of significance, consumers have already purchased a product from a
business that integrates social welfare in its products.
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Brand Activism
#1: Do you think businesses can help address social issues?
The first set of data concerning Brand Activism gathered a mean of .99 and a standard deviation
of .1, and a z-test statistic of 7.13. This falls outside the critical region which prompts the decision
to reject the null hypothesis. Hence, it can be concluded that, with a .05 level of significance, there
is enough evidence to prove that business can help address social issues.
#2: Are you aware of Brand Activism?
The results show a sample mean of .60, a standard deviation of .49, and a z-test statistic of 12.47.
This means that the test values falls on the rejection region yielding the decision to reject the null
hypothesis. In other words, it can be concluded that people are aware of Brand Activism.
#3: Do you know any businesses that incorporate social welfare into their
products/services?
The population standard deviation of .47, sample mean of .69, standard error of the mean of 0.05,
and z-test statistic of 14.88 led to the decision of rejecting the null hypothesis. Through this, the
thought that people know businesses that incorporate social welfare into their products/services
can be concluded.
The results in Table 1 show that the respondents are familiar with businesses that promote
social welfare through their products and services.
Table 2
Part one of statistical results for Purchase Behavior
Based on the results from the survey, the group translated the yes or no answers to 1 an 0,
respectively.
Null Hypothesis: m=0
TYPE OF TEST: TWOTAILED
UPPER CRITICAL VALUE =
Sample Size = 103
Level of significance = .05
1.96
LOWER CRITICAL VALUE
= -1.96
Purchase Behavior
#1
#2
#3
#4
#5.1 #5.2 #5.3 #5.4 #5.5 #5.6 #5.7
Population
Standard 0.28
0.4
0.4
0.41 0.41
0.5
0.5
0.45 0.25 0.39
0.5
Deviation
Sample
0.92 0.81 0.80 0.79 0.79 0.45 0.47 0.27 0.93 0.18 0.46
Mean
Standard
error of 0.03 0.04 0.04 0.04 0.04 0.05 0.05 0.04 0.02 0.04 0.05
the mean
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z-test
33.24 20.45 20.20 19.47 19.47 9.07 9.07 6.13
Statistic
Decision
Reject the Null Hypothesis

37.84

4.80

9.26

Purchase Behavior
#1: Do your social values/beliefs have an impact on your purchasing behavior?
The first set of data concerning purchase behavior has a mean of .92, a standard deviation of .28,
and a z-test statistic of 33.24. Since the z-test statistic falls outside the critical region, the null
hypothesis is rejected. Hence, it could be concluded that at .05 level of significance, a consumer’s
social values or belief has an impact on their purchasing behavior.
#2: Does a business’ social missions/ efforts motivate you to be an advocate of their
product?
The second set of data regarding purchase behavior garnered a mean of .81, a standard
deviation of .4, and a z-test statistic of 20.45. With this, it can be said that at .05 level of
significance, a business’s social missions or efforts motivate consumers to be an advocate of a
business’s products.
#3: Does a business’ practice of brand activism influence your participation in their social
missions?
The third set of data concerning purchase behavior has a mean of .80, a standard deviation
of .4, and a z-test statistic of 20.20. This means that a business’s practice of brand activism has an
influence to a consumer’s participation on the business’s social missions.
#4: Does a company’s social mission and/ or product encourage and motivate you to
change your own behavior?
The fourth set of data concerning CSR gathered a mean of .04, a standard deviation of .41,
and a z-test statistic of 19.47 which falls outside the critical region. Because of this, it can be
deduced that at .04 level of significance, a company’s social mission and/ or product encourage
and motivate consumers to change their own behavior.
#5.1: Which of these following factors do you consider when making a purchase? (Norms)
The given set of data gathered a sample mean of .79, a standard deviation of .41,and a z-test statistic
of 19.47. Given this result, the null hypothesis is rejected. It could then be concluded that at .05
level of significance, socio-cultural norms, when considered in marketing strategy, affects
purchasing behavior.
#5.2: Which of these following factors do you consider when making a purchase?
(Convention)
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The given set of data gathered a sample mean of .45, a standard deviation of .5, and a ztest statistic of 9.07. The null hypothesis is then rejected in favor of the alternative hypothesis. This
means that at .05 level of significance, socio-cultural convention, when considered in marketing
strategy, affects purchasing behavior.
#5.3: Which of these following factors do you consider when making a purchase?
(Customs)
The given set of data concerning purchase behavior had a mean of .47, a standard deviation
of .5, and a z-test statistic of 9.07. Given this result, the null hypothesis is rejected. It could then
be said that at .05 level of significance, socio-cultural customs, when considered in marketing
strategy, affects purchasing behavior.
#5.4: Which of these following factors do you consider when making a purchase?
(Festivity)
The given set of data gathered a sample mean of .47, a standard deviation of .45, and a ztest statistic of 6.13. Given this result, the null hypothesis is rejected. Therefore, it can be concluded
that at .05 level of significance, socio-cultural festivity, when considered in marketing strategy,
affects purchasing behavior.
#5.5: Which of these following factors do you consider when making a purchase?
(Lifestyle)
The given set of data had a mean of .93, a standard deviation of .25, and a z-test statistic of
37.84. Since the z-test statistic falls outside the critical region, the null hypothesis is rejected. This
means that at .05 level of significance, socio-cultural lifestyle, when considered in marketing
strategy, affects purchasing behavior.
#5.6: Which of these following factors do you consider when making a purchase?
(Religion)
The given set of data had a mean of .18, a standard deviation of .39, and a z-test statistic of
4.80. Given the result of the z-test statistic, the null hypothesis is rejected. With this, it could be
inferred that at .05 level of significance, religion, when considered in marketing strategy, affects
purchasing behavior.
#5.7: Which of these following factors do you consider when making a purchase? (Social
Class)
The given set of data had a mean of .46, a standard deviation of .5, and a z-test statistic of
9.26. Given this result, the null hypothesis is rejected. This means that at .05 level of significance,
socio-cultural class, when considered in marketing strategy, affects purchasing behavior.
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Table 3. Second part of statistical results for Purchase Behavior
Based on the results from the survey, the group translated the yes or no answers to 1
an 0, respectively.
Null Hypothesis: m=0
TYPE OF TEST: TWO-TAILED
UPPER CRITICAL VALUE =
Level of significance =
Sample Size = 103
1.96
.05
LOWER CRITICAL VALUE = 1.96
Purchase Behavior
#6
#7
#8
#9.1 #9.2 #9.3 #9.4
#9.5
Population
Standard 0.27
0.14 0.50 0.49 0.42 0.32
0.50
Deviation
Sample
0.92
0.98 0.52 0.59 0.78 0.88
0.48
Mean
Standard
error of 0.03
0.01 0.05 0.05 0.04 0.03
0.05
the mean
z-test
34.67
71.08 10.64 12.27 18.77 28.02
9.66
Statistic
Decision
Reject the Null Hypothesis
Purchase Behavior
#6: Do your expectations contribute to your need to purchase a product?
The sixth set of data concerning purchase behavior gathered a mean of .92 and a standard
deviation of .27. Following the statistical formula, a z-test statistic of 34.67 was discovered. This
falls outside the critical region which prompts the decision to reject the null hypothesis. Hence,
it can be concluded that, with a .05 level of significance, there is enough evidence to say that a
consumer’s expectations can contribute to their need to purchase a product.
#7. Does a product’s performance or quality affect your intention to purchase a product?
No further testing was done for #7 because all respondents answered that a product’s performance
or quality affect their intention to purchase a product. The data regarding the product performance
is deemed insufficient and further testing is required to arrive at more accurate results.
#8. Does service quality (customer service) influence your intention to purchase a product?
The eighth set of data gathered a mean of .98, a standard deviation of .14, and a z-test statistic of
71.08. This falls outside of the critical region, thus, arriving to a conclusion that at .01 level of
significance, there is enough evidence to say that service quality can influence a consumer’s
intention to purchase a product.
#9.1. What encourages you to buy from socially responsible businesses? (Convenience)
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The given set of data gathered a sample mean of .52, a standard deviation of .5, and a ztest statistic of 10.64. Because of the z-test statistic, the null hypothesis is rejected. Thus, it can be
affirmed that personal beliefs and morals encourage consumers to buy from socially responsible
businesses.
#9.2. What encourages you to buy from socially responsible businesses? (Family and
Friends)
This set of data had a sample mean of 0.59, a standard deviation .49, and a z-test statistic
of 12.26, therefore, the null hypothesis is rejected. It can be inferred that family and friends
encourage consumers to buy from socially responsible businesses.
#9.3. What encourages you to buy from socially responsible businesses? (Own advocacy)
The given set of data had a sample mean of .78, a standard deviation of .42, and z-test statistic of
18.77. Given the results, the null hypothesis is rejected thus affirming that social trends encourage
consumers to buy from socially responsible businesses.
#9.4. What encourages you to buy from socially responsible businesses? (Personal beliefs
and morals)
The set of data gathered a sample mean of .88, a standard deviation .32, and a z-test statistic
of 28.02. The results lead to the null hypothesis being rejected. It can then be affirmed that one’s
own advocacy encourages consumers to buy from socially responsible businesses.
#9.5. What encourages you to buy from socially responsible businesses? (Social trends)
The given set of data had a sample mean of .48, a standard deviation 0.5, and a z-test statistic
of 9.66, therefore, the null hypothesis is rejected. This means that convenience encourages
consumers to buy from socially responsible businesses.
Data Analysis
The results showed that most consumers are not affected by a business’ initiative for
practicing CSR, however; there is still a significant number of the respondents who consider a
firm’s CSR motive and would opt not to buy from a business if their motive for practicing CSR is
to generate profit. This is in line with the study of Chernev & Blair (2015) which states that using
CSR practices as a tool for serving the firm’s self-interest may have a negative impact on the firm’s
performance. The respondents who agreed with this statement expound on this by saying that they
do not want to support a business practicing CSR for self-interest because the firm’s actions have
various effects on the society, environment, and stakeholders. As such, the business’ pursuit for
self-interest may affect being ethically responsible. Some of the respondents also reasoned out that
social impact caused by CSR practices that stem from self-interest may also be limited since most
companies assign budgets to this while others claim that they purchase from socially responsible
businesses because it makes them feel better and it also allows them to help society.
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The results also show that consumers factor in a business’ social initiatives, and ethical
decisions when deciding to buy a product, actively seeking out businesses that pursue a social
mission. Studies from Sen & Bhattacharya (2001) and Luo & Bhattacharya (2006) support this
claim, stating that consumers are more likely to buy from socially responsible businesses since
consumers are becoming increasingly more socially aware. Consumers also believe that businesses
can help address social issues. Numerous studies link the numerous problems that are currently
faced by society as the root of this consumer behavior. As such, consumers view businesses as
potential leaders who have the power to help solve issues and impact culture and society
(Janmohamed, 2017; Kotler & Sakar, 2017; Drucker, 2002).
Although most consumers have either bought from businesses that promote social welfare
or are willing to buy from these kinds of businesses, there are still some who are hesitant to do so
due to several factors such as price, product quality, product performance, needs, and the product
itself. Additionally, consumers also consider various socio-cultural factors when purchasing a
product. These factors include norms, convention, customs, festivity, lifestyle, religion, and social
class. Aside from socio-cultural factors, the respondents take note of their expectations for the
product, and satisfaction with the product performance/quality and service quality. These results
support the findings of various studies on the different factors that affect consumer behavior (Chi,
Yang, & He, 2007; East, Vanhuele, & Wright, 2008; Lawan & Zanna, 2013; Shih, Yu, & Tseng,
2015).
Furthermore, a business’ social mission, CSR efforts and brand activism have the potential to
motivate consumers to become advocates of the product, as well as change their own behavior and
take an active part in implementing social change, thus concluding that consumers are also more
likely to support and be advocates for socially responsible businesses (Sen and Bhattacharya,
2001). Janmohamed (2017) furthers this claim stating that brand activism, if done right, has the
potential to initiate social movements, raise awareness and encourage people to speak up and act
towards social issues.
Conclusion
With the increasing number of various problems present in today’s world, consumers,
particularly millenials and teenagers, expect businesses to help address social problems. The
results show that Ho1 is not rejected, proving that brand activism has a positive impact on the
purchase behavior of consumers. Furthermore, results of the study show that the social stance,
ethics and CSR efforts of a business play an important role in the purchase behavior of consumers,
thereby proving that CSR and by extension, brand activism, can be used as an effective marketing
strategy due to its role in implementing social values and welfare into a firm’s products and
services. Brand activism, if done right, could encourage consumers to initiate and practice social
change.
The results prove that brand activism has the potential to become an effective marketing
strategy due to its positive impact on the purchasing behavior of consumers. This information is
crucial for entrepreneurs who want to incorporate brand activism into their businesses since it
gives an insight on possible consumers who want to support their company. Aside from this, this
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information may encourage more entrepreneurs to use brand activism as a means of building good
brand images and brand loyalty.
The study is inconclusive in terms of the extent of the effectiveness of brand activism as
a marketing strategy, which is why it is important to note that the effectiveness of brand activism
may vary from one consumer to another. Given this information, the effectiveness of brand
activism as a marketing strategy is dependent on different factors that influences consumers’
behavior. Based on the results, several factors are shown to have an influence on the purchase
behavior of the respondents. The results show that Ho2, Ho3, and Ho4 are not rejected, meaning
that factors related to customer satisfaction have an effect on the purchase behavior of consumers.
These factors include the customer’s expectations of the product, the customer’s satisfaction with
the product performance and service quality. Aside from customer satisfaction, other factors were
also tested. Ho5, Ho6, Ho7, Ho8, Ho9, Ho10, and Ho11 were all not rejected, proving Ho12 which states
that socio-cultural factors have an effect on the purchase behavior of consumers. These sociocultural factors include norms, customs, convention, religion, festivities, social class, and
lifestyle. Thus, supporting the results of various studies regarding the purchase behavior of
consumers (Chi, Yang, & He, 2007; East, Vanhuele, & Wright, 2008; Lawan & Zanna, 2013;
Shih, Yu, & Tseng, 2015).
Lastly, a business’ social mission and CSR efforts are both instruments that could be used to
initiate social change due to its potential to motivate consumers to become advocates of the
product, as well as change their own behavior and take an active part in implementing social
change by providing an avenue for consumers and businesses alike to raise awareness and speak
up and act towards social issues.
Recommendations
Though this study determined that there is a positive relationship between brand activism
as a marketing strategy and the purchase behavior of consumers, further research on the rate of
its effectiveness compared to other marketing strategies is still needed. Finding more related
literature that would show the relationship between the factors and brand activism is also
recommended in order to have an in depth analysis of their relationships. Additionally, it is
recommended that future researchers identify factors that could hinder the effectiveness of brand
activism as a marketing strategy, such as price. Lastly, since the research mainly focused on the
ABM track and the students of De La Salle University, it is recommended that further research
must be done on a larger sample size. This is in order for us to get information and opinion from
people from different social classes, experiences, and background and thus, increasing the
accuracy of the data results.
A more thorough research about the benefits of brands and agencies from brand activism
will build genuine connections between causes and corporate platforms. This will create
extraordinary values to clients, earn industry awards and inspire budding influencers in marketing
and advertising . There is a great possibility of changing mindsets about brands not only in the
community but in the world (Benner, 2018).
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Abstract
One of the main goals of any hospitality organization is to provide same quality service for
every guest, but it must be remember that every guest is unique. Different guests’ different
personality. They may respond differently to the service that they experienced. This study
examined the influence of personality traits of guests into the service quality that they experienced
in the resort sector. The researcher believes that very few studies was conducted about this topic.
The study uses quantitative research design, employing three-sectioned questionnaire posted
online and given to the 117 tourism and hospitality student-participants who had experienced
service in resort establishment. Data was analyzed with the statistical software program Jamovi
and regression and MANOVA analysis was used to examine the influence of personality traits on
the experienced service quality of the guests. The result showed that there is a remarkable
significant influence of all the personality traits in all of the dimensions of experienced service
quality. And this would have an important implication on resort sector, resort management will
be inform on identifying which personality traits influence which dimensions of service quality,
in order for them to be able to plan on how they could meet the guest expectations of service by
knowing their personality traits and also focus on developing a specific objectives and strategies
to key drivers of guest satisfaction.
Keywords: Personality traits, Experienced Service Quality, Resort Sector, Jamovi, MANOVA.

Introduction
Providing service quality and value that guests expect is a major hospitality principle and
the most challenging part in the hospitality organizations is in the simple reality that service quality
is not merely defined by its owners, nor managers and staff nor by its rating, but they are defined
completely in the mind of the guests (Ford, Sturman, & Heaton, 2012). Guests’ opinions and
expectations are therefore crucial part in the service quality process. This was supported in the
study of Kapiki, (2012) when he mentioned that delivering quality service is one of the major
challenges facing the tourism and hospitality industry managers in the following years. And there
is a need for more various tools to measure and improve quality service and as well as various
mechanisms for quality recognition in the tourism and hospitality industry.
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In addition to this, there has been an increase and higher expectations of accrediting
hospitality organizations because of the global competition, which calls for bigger accountability
from the governments and students’ demand for an education that trains them for a career in the
field, most of the hospitality programs and curriculums are now obliged to have an effective
assessment of learning outcomes process. The increasing popularity of the assessment of learning
outcomes process is viewed as highly positive because it can be considered as best-practices in
higher education (Reich, Collins, DeFranco, & Pieper, 2019). Thus this study would address this
issues since the guests respondents were all hospitality students.
Furthermore, while researchers have discovered the link-up between customer orientation,
and innovativeness with business performance in different organizations, few such studies exist in
the hotel industry sector, more so in the resort segment. “Resort business is considered to be
unique and dynamic segment of the hospitality industry, producing a unique environment where
managers must deal with a wide range of unique issues. Prior research into the area of resort
management has been limited in scope with limited investigation into the underlying reasoning
behind management practices” (Brey, 2011). Discussion elaborating the personality types and
differences and how they can make impacts on resort management causes the need for future
research. Thus, there is a need for more work that explores the possible influences of these
variables on hospitality industry performance. Some findings support aspects of prior research, but
also provide some new insights by exploring customer orientation and innovativeness
simultaneously and revealing how these factors impact upon the performance of the hospitality
industry (Tajeddini, 2010). Moreover, in the study of Yusof, Rahman, & Iranmanesh, (2015),
wherein they investigated the effects of resort service quality, location quality and environmental
practices on the loyalty of guests and the results suggest that well-trained staff, prompt service and
sufficient information on the tourism attributes of the resort are crucial to providing guests with
high-quality service. Also, many things have been said about how to improve consumers’
perceptions on satisfaction and empowerment, yet, very few research aims to give ideas on how
consumers depending on their personality traits tend to perceive satisfaction and empowerment,
and how such satisfaction relates to a state of empowerment (Di Mascio, 2010; Grewal, Krishnan
& Lindsey-Mullikin, 2008; Hunter & Garnefeld, 2008).
Also, according to Hovenga, (2011) there is a significant influence of some of the
personality traits on some of the service quality dimensions in the hotel sector. Thus this study
would like to examine the influence of personality traits of Hospitality and Tourism students on
their experienced service quality as guests in resort establishment. Though there are many previous
researches done already about service quality in the hospitality and tourism industry, very few was
conducted about service quality in resort sector specifically about the personality traits of guests
influencing their experience on service
quality. This study would be significant to resort
management, by way of giving important information on how to maximize the guest experience
of service quality, they can develop specialized programs or plans for different components of
guest’s experience. Resorts can differentiate themselves from the competitors and gain a
competitive advantage.
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Research questions
The main research questions of this study are the following:
1. Do personality traits have significant influences on the experienced service quality of
resorts’ guests?
2. Which among the personality traits is the most influential and the least influential on the
service quality experienced by the guests of a resort?
3. What are the possible impacts of these experienced service quality to the resort’s guests?
Literature Review
This part included some discussion on related literatures about personality traits, service
quality dimensions and description on resort sector which the researcher thought will support the
study in establishing the influence of the personality traits of hospitality students as guests in the
resort sector and their experienced service quality.
Personality Traits
The Big Five Personality Dimensions are considered important to understand how
consumers behave and tend to prioritize aspects in a retail business environment. There were
research provides evidence of how the Big Five Personality Traits, including Extraversion,
Agreeableness, Conscientiousness, Neuroticism, and Openness, are positively correlated to
Customer Empowerment or a “state of empowerment” perception, and how dimensions of
Conscientiousness, Agreeableness, and Neuroticism have a significant relationship with a State of
Empowerment promoted among consumers (Castillo, 2017).
Furthermore, in the tourism and travel literature, the personality concept and its
relationship with other behavioral variables are investigated by other researchers. In the previous
study, it was divided into two broad groups. While the first group of studies investigates the service
providers’ (staff) personality, the second group of studies focuses on the customers’ personality
(Kocabulut & Albayrak, 2019).
Hospitality Managers frequently talk about personality traits and employing the perfect
person for a job, or someone with the right character. Some companies try to evaluate the
personalities of applicants in order to improve hiring decisions. There are researches that point
out personality as measured and sum up into the following five dimensions: First, Extroversion.
The degree to which someone is talkative, sociable, active, aggressive, and excitable. Second,
Agreeableness. The degree to which someone is trusting, amiable, generous, tolerant, honest,
cooperative, and flexible. Third, Conscientiousness. The degree to which someone is dependable
and organized, conforms to the needs of the job, and perseveres on tasks. Fourth, Emotional
stability. The degree to which someone is secure, calm, independent, and autonomous. Fifth,
Openness to experience. The degree to which someone is intellectual, philosophical, insightful,
creative, artistic, and curious.
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Service Quality
The concept of service is multidimensional and difficult to define and evaluate. It becomes
a particularly complex issue in high-contact service industries such as tourism, hospitality, or
leisure, which by themselves are extremely difficult to define and explain. Some measures of
personality traits have been developed and validated for use in the different psychological process.
The difficulty of defining a service and its quality is also increased by its subjective nature. The
perception of a service level varies according to an individual's sociodemographic and cultural
grouping, needs and requirements, and previous service experiences. Parasuraman, Zeithaml, and
Berry (1988) reported that service quality is determined by a subjective customer perception of
service. Lewis and Booms (1983) highlighted the subjective nature of service quality by noting
that there is an element of "appropriate- ness" about service quality. They noted that evaluation of
service quality depends upon "what is acceptable and what is not" (p. 100). In the study of Lin &
Yu-Chieh, (2014), in their research which aims to determine and analyze effects of service quality
on satisfaction, service quality on tourism relationship quality, service quality on tourist loyalty,
satisfaction on tourist loyalty, relationship quality on tourist loyalty, service quality on tourist
loyalty mediated by tourist satisfaction as well as effects of service quality on tourist loyalty
mediated by tourist relationship quality in Wakatobi Regency, results indicate that the service
quality affects positively and significantly on tourist satisfaction and relationship quality as well
as tourist loyalty, then satisfaction and relationship quality affect positively and significantly on
tourist loyalty.
Resort Sector
A resort is a full-service lodging facility that provides access to or offers a range of
amenities and recreation facilities to emphasize a leisure experience. Resorts serve as the primary
provider of the guests’ experience, often provide services for business or meetings, and are
characteristically located in vacation-oriented settings (Brey, 2011).
In the Philippines, “Hotels and resorts are equipped with best practices and techniques for
sustainable development and ecotourism that will largely contribute to the country's green
economy and will lead to a highly competitive, environmentally sound and socially responsible
Philippines” - as is the mandate of the DOT for the National Tourism Development Plan 20162022. These properties are seen as resorts in the truest sense. They serve as the primary motivation
to visit a destination and have characteristically high levels of service.
With this several models are used and developed to measure and manage service quality
for research in the hotel and resort sector, some of the examples are the following: 1) Gap model
or revised version: Ling-Feng Hsieh (2008), Rooma Roshnee Ramsaran- Fowdar (2006); Akan
(1995); Juwaheer (2004); María Elisa Alén González (2007); Getty and Thompson (1994,
LODGQUAL). 2) Two- and three-dimensional quality approach:
Lehtinen et al. (1991); Rust and Oliver’s (1994); Grönroos (1984). 3) Third-order factor model:
Brady and Cronin (2001). 4) Lodging Quality index: Getty and Getty (2003), Riadh Ladhari
(2009). 5) HOLSERV: Mei et al. (1999).
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Theoretical/Conceptual Framework
This study uses two models. The first model is the application of the Five core personality
traits or the big five” model which is a hierarchical organization of personality traits which serves
as a set of tools that can be used by psychologists in many different areas and it was proven useful
both for individual assessment and for the elucidation of a number of topics of interests in
personality (McCrae & John, 1992). The researcher finds it helpful to use the acronym OCEAN
for the five basic dimensions of personality traits (openness, conscientiousness, extraversion,
agreeableness, and neuroticism) in its discussion and presentation (Hee, 2014). The appeal of the
model is threefold: It integrates a wide array of personality constructs, thus facilitating
communication among researchers of many different orientations; it is comprehensive, giving a
basis for systematic exploration of the relations between personality and other phenomena; and it
is efficient, providing at least a global description of personality with as few as five scores. Hogan
(in press) discusses the relevance of personality for industrial and organizational psychology.
Indeed, anywhere personality assessment has been employed may benefit from a consideration of
the five-factor model.
Another model adopted in the study is that of Service Quality (SQ) model based on
typology analysis of Festus Olorunniwo in 2006 wherein he investigates service typology and the
service quality construct of. According to his study, different service typologies emphasize
different dimensions of SQ, it is important to note that one of the implications of his typology is
to prepare properly the service employees to serve the customers better. SQ dimensions were
captured in his study adopting Schmenner (2004) service quality classification scheme,
specifically the high-level construct of service quality for the masses. Five of these dimensions
were found to be of significant importance to the customers in the mass service, namely:
“Tangibility,” “Reliability,” “Responsiveness”, “Knowledge” “Accessibility” and “Recovery”.
One advantage of this second-order model proposed in this study is that it provides an opportunity
for service providers to analyze customers’ perceptions of SQ at a higher level of abstraction. The
managerial implications presented in Schmenner’s (1986, 2004) service classifification scheme
suggest and predict the dimensions that will likely be dominant in the mass service context are:
“Tangibility” (includes the physical facilities, equipment, and appearance of personnel).
“Responsiveness” (the willingness or readiness of employees or professionals to provide service
targeted to customers’ specifific needs). “Knowledge” (the knowledge and competence of service
providers, possession of necessary skills, etc.). “Accessibility” (the service provider’s ability –
through its location, operating hours, employees and operational systems – to design and deliver
the service capable of adjusting to the demands and wishes of customers in a flflexible way).
“Reliability” (the degree to which customers can rely on the service provider to keep promises and
perform with the best interests of the customers).
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Experienced Service
Quality Dimensions

Personality Traits
Dimensions
• Openness
• Conscientiousness
• Extraversion
• Agreeableness
• Neuroticism
Source: (Olorunniwo & Hsu, 2014)

Tangibility
Responsiveness
Knowledge
Reliability &Trust
Accessibility
o ry
o Responsiven
Recovery
ess
o Responsiven
ess

Figure 1. Conceptual Model
Hypothesis
Ha. All the five personality traits have a significant influence on each of the dimensions of
experienced service quality
Ho. Not all the five personality traits have significant influence on each of the dimensions of
experienced service quality.
Methodology
This chapter discussed the research method, participants of the study, research instrument,
and statistical treatment.
Participants
The participants of the study were the third year and fourth year Hospitality and Tourism
Management students of a local community college who had experienced visiting a resort. This
study was able to collect data of 117 respondents, which is above the recommended minimum
sample size, which is 98 from the total population of 130. Using Slovin formula with a 95%
confidence level and 5% margin of error. Purposive sampling was employed in the study.
Visualize a resort or any hospitality establishment wherein majority of the guests are from the
hospitality management course, this would be helpful for the business to know their assessment
and criticism about the resort. These tourism and hospitality students are more knowledgeable
about the kind of service quality which are to be expected and experienced by the guests in any
hospitality establishment, making it more valid as respondents for this study.

240 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Research Method
For testing hypothesis, a quantitative method of data collection is most appropriate. In this
study a survey based on questionnaires was used. It was distributed only using google form.
Research Instrument
Data was obtained by conducting a cross-sectional survey. A three-sectioned selfadministered questionnaire was developed to collect the data of guests in the resort. The
questionnaire was posted online, through google form, a webpage linkage allowed the target
population to access the online survey via e-mail and personal messages. The Likert scales used
ranged from 1 (strongly disagree) to 5 (strongly agree), except for the question on demographic
profile. The first part of the questionnaire is based on the OCEAN personality traits with the 44
item Big Five Inventory by John and Srivastava (1999). The second part was designed to measure
the service quality. The questions was based on the questionnaire developed by Olorunniwo
(2006). This questionnaire is based on perceptions only measurements (SERVPERF), designed
for the hotel sector and has taken the Schmenner’s (2004) classification of the service industry
into consideration. This questionnaire is a revised version of the 22 questions of the SERVQUAL
instrument. And the third part of the questionnaire was designed to get the demographic
characteristics of respondents such as gender, age, number of visits to the resort in a year, region
of the resort and reason for going to the resort.
Statistical Instrument
The obtained data is analyzed with the statistical software program Jamovi, a statistical
platform use to provide statistical analysis for reliability, correlation and regression. A linear
regression was used to examine the influence of personality traits on the experienced service
quality of the guests in the resort.
Results and Discussion
This chapter shows the results and discussion of the paper gathered by the researcher from
the tourism and hospitality student-participants. These data presented are tallied, analyzed, and
interpreted by the researcher.

241 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Table 1
Descriptive Analysis of the Demographic Profile
Gender

Frequency
of Stay at
resort

Classification
of the resort
stayed

Reason
for stay
in resort

Mean

1

3

3

2

Median

1

3

3

1

Minimum

1

2

1

1

Maximum

2

6

3

3

Frequencies and Percentage

This tables above shows the demographic profile of the respondents in terms of mean, median,
frequencies and percentage. Among the 117 resort guests, majority who answer are male (male
:M=1;F=72 or 61.5%, female: M=2;F=45 or 38.5%), choose to stay in a resort twice a year (Once
a year: M=1; twice a year: M=2; trice a year:M=3...M=6) in a standard resort (De Luxe: M=1;
First Class: M=2; Standard: M=3; Economy: M=4) during holiday (Business: M=1; Holiday:
M=2; others: M3). It could probably mean that among these respondents who are hospitality
management students, mostly single men who are resort-lover or resort goer, would like to spend
their holiday or leisure time at least twice a year, and prefer to stay on a standard resort.
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Table 2
Reliability Analysis of the Constructs
Cronbach's Alpha
Openness

0.877

Conscientiousness

0.872

Extraversion

0.865

Agreeableness

0.871

Neuroticism

0.882

Tangibles

0.855

Responsiveness

0.849

Knowledge

0.851

Reliability

0.855

Accessibility

0.855

Recovery

0.853

Construct reliability was tested using Cronbach’s alpha, to verify how well the set of item
measures hypothesized for this construct belong together. Table 2 shows that the value of for
Cronbach’s alpha ranged from 0.849 to 0.882, which means that all the value are higher than the
recommended value of 0.80 (Taber, 2016) indicating that the scale holds on exceptional internal
reliability and consistency.
Table 3
Linear Regression
OCEAN Influence on TANGIBILITY dimension
Predictor

Estimate

SE

T

P

Intercept

1.0850

0.669

1.622

0.108

Openness

0.2588

0.129

2.011

0.047

Conscientiousness

0.0774

0.147

0.527

0.599

Extraversion

0.3044

0.153

1.994

0.049

Agreeableness

0.1565

0.147

1.064

0.290

-0.0210

0.138

-0.152

0.879

Neuroticism

As shown in table 4, for tangibility dimensions of experienced service quality, it is
openness and extraversion personality traits that have a significant influence (tangibility: p=.047
& p=.049). This could mean that people who are open to experience who is intellectual,
philosophical, insightful, creative, artistic, and curious and also those who are extrovert who is
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talkative, sociable, active, aggressive, and excitable have influence on Tangible service quality
(includes the physical facilities, equipment, and appearance of personnel).
Table 4
Linear Regression
OCEAN Influence on RESPONSIVENSS dimension
Predictor

Estimate

SE

t

p

Intercept

0.5404

0.624

0.866

0.388

Openness

0.2946

0.120

2.454

0.016

-0.1147

0.137

-0.837

0.404

Extraversion

0.4139

0.142

2.906

0.004

Agreeableness

0.3496

0.137

2.548

0.012

-0.0384

0.129

-0.298

0.766

Conscientiousness

Neuroticism

The personality traits openness to experience, extrovert and agreeableness are three factors
that significantly influence the responsiveness dimension with the following p-value of
p=.016, p=.004 and p=.012 respectively.
Table 5
Linear Regression
OCEAN Influence on KNOWLEDGE dimension
Predictor

Estimate

SE

t

p

Intercept

1.4249

0.621

2.294

0.024

Openness

0.2986

0.120

2.498

0.014

Conscientiousness

0.0172

0.136

0.126

0.900

Extraversion

0.2878

0.142

2.029

0.045

Agreeableness

0.2092

0.137

1.531

0.129

-0.1056

0.129

-0.822

0.413

Neuroticism

For knowledge service quality dimensions experienced by the resort guests, it was
influenced by openness and extraversion factors of personality traits same with responsiveness
and that have a significant influence (tangibility: p=.047 & p=.049; knowledge: p=.014 &
p=.045; accessibility: p=.041 & p=.004). It could mean that The degree to which someone
who is open to experience and extrovert have influence on “Knowledge” (the knowledge and
competence of service providers, possession of necessary skills, etc.).
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Table 6
Linear Regression
OCEAN Influence on RELIABILITY dimension
Predictor

Estimate

SE

Intercept

1.2860

0.674

1.90876

0.059

Openness

0.1721

0.130

1.32773

0.187

Conscientiousness

9.58e-4

0.148

0.00647

0.995

Extraversion

0.3564

0.154

2.31737

0.022

Agreeableness

0.1881

0.148

1.26930

0.207

-0.0148

0.139

-0.10626

0.916

Neuroticism

t

p

As shown in table 4, for reliability dimension, it is only extraversion traits that appears to
be of significant influence with a p-value of.022. Which could probably mean that someone
who is talkative, sociable, active, aggressive, and excitable are influenced by “Reliability” or
to which customers can rely on the service provider to keep promises and perform with the
best interests of the customers.
Table 7
Linear Regression
OCEAN Influence on ACCESSIBILITY dimension
Predictor

Estimate

SE

Intercept

1.03665

0.590

1.7579

0.082

Openness

0.23443

0.113

2.0659

0.041

-0.00729

0.129

-0.0563

0.955

Extraversion

0.39510

0.135

2.9348

0.004

Agreeableness

0.12572

0.130

0.9692

0.335

Neuroticism

0.03106

0.122

0.2546

0.800

Conscientiousness

t

P

For accessibility dimensions of experienced service quality, it is openness and extraversion
factors of personality traits also that have a significant influence with a p value of .041 & .004
respectively.
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Table 8
Linear Regression
OCEAN Influence on RECOVERY dimension
Predictor

Estimate

SE

Intercept

0.71542

0.574

1.2461

0.215

Openness

0.14479

0.110

1.3106

0.193

Conscientiousness

0.00636

0.126

0.0505

0.960

Extraversion

0.42297

0.131

3.2271

0.002

-0.00797

0.126

-0.0631

0.950

0.31567

0.119

2.6576

0.009

Agreeableness
Neuroticism

t

p

As shown in table 8, it is extraversion and neuroticism that highly influence the recovery
service quality experienced. It only proved the null hypothesis that not all the personality traits
have significant influence on each of the dimensions of service quality. It could be noted that
there is only specific factor of personality traits that could influence a specific service quality
dimension and not all.
Table 9
Robustness Tests - MANOVA
Multivariate Tests
value

F

df1

df2

P

Openness

Wilks' Lambda

0.843

3.257

6

105

0.006

Conscientiousness

Wilks' Lambda

0.926

1.408

6

105

0.219

Extraversion

Wilks' Lambda

0.842

3.295

6

105

0.005

Agreeableness

Wilks' Lambda

0.930

1.312

6

105

0.258

Neuroticism

Wilks' Lambda

0.863

2.774

6

105

0.015

Univariate Tests
Dependent
Variable
Openness

Sum of
Squares

df

Mean
Square

F

p

Tangibles

5.15545

1

5.15545

10.82632

0.001

Responsiveness

6.22927

1

6.22927

15.02583

< .001

Knowledge

5.92438

1

5.92438

14.40627

< .001

Reliability

3.09105

1

3.09105

6.47517

0.012
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Univariate Tests
Dependent
Variable

Conscientiousness

Extraversion

Agreeableness

Neuroticism

Residuals

Sum of
Squares

df

Mean
Square

F

p

Accessibility

4.51471

1

4.51471

12.22904

< .001

Recovery

2.28240

1

2.28240

6.50296

0.012

Tangibles

2.35952

1

2.35952

4.95494

0.028

Responsiveness

1.48996

1

1.48996

3.59398

0.061

Knowledge

1.30256

1

1.30256

3.16743

0.078

Reliability

1.75201

1

1.75201

3.67014

0.058

Accessibility

1.62181

1

1.62181

4.39300

0.038

Recovery

2.54066

1

2.54066

7.23878

0.008

Tangibles

2.62493

1

2.62493

5.51228

0.021

Responsiveness

5.67018

1

5.67018

13.67724

< .001

Knowledge

2.39490

1

2.39490

5.82365

0.017

Reliability

3.65259

1

3.65259

7.65150

0.007

Accessibility

4.17443

1

4.17443

11.30730

0.001

Recovery

4.90411

1

4.90411

13.97264

< .001

Tangibles

0.54364

1

0.54364

1.14162

0.288

Responsiveness

2.76247

1

2.76247

6.66345

0.011

Knowledge

0.72710

1

0.72710

1.76808

0.186

Reliability

0.81765

1

0.81765

1.71282

0.193

Accessibility

0.45495

1

0.45495

1.23232

0.269

Recovery

0.25130

1

0.25130

0.71598

0.399

Tangibles

0.01092

1

0.01092

0.02294

0.880

Responsiveness

0.03645

1

0.03645

0.08793

0.767

Knowledge

0.27537

1

0.27537

0.66961

0.415

Reliability

0.00541

1

0.00541

0.01134

0.915

Accessibility

0.02380

1

0.02380

0.06446

0.800

Recovery

2.45860

1

2.45860

7.00498

0.009

Tangibles

52.38154

110

0.47620

Responsiveness

45.60275

110

0.41457

Knowledge

45.23602

110

0.41124
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Univariate Tests
Dependent
Variable

Sum of
Squares

df

Mean
Square

Reliability

52.51068

110

0.47737

Accessibility

40.60977

110

0.36918

Recovery

38.60772

110

0.35098

F

p

The researcher also tests the robustness of the data using the Multivariate Analysis of
Variance (MANOVA). A statistical technique that is the extension of the analysis of variance
(ANOVA). It is use to assess for statistical differences on multiple continuous dependent variables
by an independent grouping variable (Leeuw & Angeles, 2014). In this study, the service quality
dimensions are the dependent variables and OCEAN factors of personality traits are the
independent group of variables. The result in Table 9 shows consistency with the result found in
all the tables for linear regressions, which proved the robustness of the result of the data. That
openness and extraversion among all the five factors of personality traits are significant for some
of the dimensions of the experienced service quality of the guests, proving the alternative
hypothesis.
Conclusions, Limitations and Recommendations
The results of this study showed that all the variables and constructs of the dependent and
independent variables are valid and reliable. And based on the examination of the result also, the
researcher therefore conclude that it was indeed remarkable that almost all the five factors of
personality traits such as openness, conscientiousness, extraversion, agreeableness and
neuroticism have an important role to play in the experienced quality dimensions of tangibility,
responsiveness, knowledge, reliability, accessibility and recovery. Although on the basis of
regression analysis there are only specific personality trait factors that influence a specific
dimensions of service quality, it was only conscientiousness that remain to be insignificant for all
the service quality dimensions. And it got the same result when test using MANOVA.
Indeed the results would have an important implication on resort sector, resort management
must be aware or inform on identifying which personality traits influence which dimensions of
service quality, in order for them to be able to plan on how they could meet the guest expectations
of service by knowing their personality traits and also focus on developing a specific objectives
and strategies to key drivers of guest satisfaction. “High performing organizations design work
processes from the customer backward to ensure a flow that makes sense from a customer’s
perspective. Internal cross-functional relationships and structures are organized around customer
needs. This creates constant innovation in operating practices, market strategies, products, and
services — (Blanchard & Ridge, 2010).
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Just like any other research, this study is not without its limitations, first is in the size of its
sample population, larger sample would probably lead to a better result. Another limitation is in
the variety or resorts were the respondents stayed is too large. Focusing on a specific classification
of a resort could probably lead also to a more focus study of service quality of a resort.
The researchers recommend that managers of resort establishment to build and maintain
guests service quality by having a good and accurate information about the different personality
traits of different guests coming to resort. Then, plan on how each of these personality traits could
be used to address particular guest desired service quality and then strategized. Also for the higher
education institutions offering hospitality programs to build and develop also a curriculum that
would really aligned the students personality traits and their knowledge, skills and abilities (KSA)
in service quality with the real world scenario in hospitality, with global competitiveness as they
work. For further study, it is recommended to conduct a research similar to this but adding other
variables or constructs or developing other tools to measure personality traits or service quality
and/or by employing other type of respondents.
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Abstract
As product features continue to be easily copied, brands have emerged to be one of the
marketer’s most needed tools for establishing product differentiation. This research examines the
female beauty product industry among urban Filipino women by integrating the key determinants
of the Theory of Planned behavior into the Country of Origin Effect. It aims to analyze whether a
product’s country of origin affects the consumers’ purchasing behavior.
The researchers focused on collecting data from a sample size of 303 (n=303) female
consumers. This quantitative inquiry used survey and statistic logs of three countries mainly Korea,
Japan and USA; SPSS 20 software to analyze and decode data; and SEM to test the hypotheses.
Anchoring the analysis towards the consumers’ attitude, subjective norm, and perceived behavioral
control, the corpus of data revealed that consumers exhibited varying degrees of behavior and
factors affecting the consumers’ buying capacity per product and country of origin. Further,
various determinants showed that purchasing behavior eventually relies on the consumers’
perception of a particular brand.
With these results, it helps brands understand, from a consumers’ standpoint, the different
motivators in product consumption and create strategies that would utilize the Country of Origin
effect to influence the consumers into performing favorable actions. As with other similar Country
of Origin studies, this could provide necessary strategic information to businesses exporting their
products, manufacturing abroad, and/or competing locally against foreign companies. It also
confirms that the country of origin, when integrated with the theory of planned behavior did have
an influence on the purchasing behavior of the respondents, but with noticeable exemptions to
some aspects of the country in question.
Key Words: Skin care; Skin care preference; Consumer buying behavior; Country of Origin;
Theory of Planned Behavior; Korea; Japan; USA; Philippines
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Introduction
As product features continue to be easily copied, brands have emerged to be one of the
marketer’s most needed tools for establishing product differentiation. However, there are times
when consumers do not feel motivated, regardless of the availability of differentiation based on
product characteristics. Extensively, country names may extend to brands. This helps consumers
evaluate their purchasing decisions (Kotler and Gertner, 2002).
Speaking from a global context, an increasing competition level among global markets
with regards to their worldwide manufacturability continues. There is an increase in foreign goods
within national markets and vice versa. Luong, Vo, and Le (2017) states that the image of the
country with which the products are thought to be related is usually the one that consumers use to
differentiate and qualify a product for purchasing. Aside from these, consumers use both intrinsic
and extrinsic cues to evaluate product quality (Ulgado and Lee, 1998). These intrinsic cues are
physical – packaging, functional benefit, color, etc. On the other hand, these extrinsic cues are
brand, price, reputation, guarantee, and country of origin. While these extrinsic cues are part of the
product’s overall image, these usually change. These extrinsic cues, are then, more considered as
the frequent influencers of a consumer’s perceptions (Bilkey & Nes, 1982; Cai & Swagler, 2004).
Presently, the Global Beauty Market has seen rising interest, as it has proven not only its
ability to achieve stable and continuous growth but also its resiliency in changing economic
conditions. Its major drivers for growth are increasing awareness, consumer inclination, and
emerging trends (Lopaciuk & Loboda, 2013). Currently, the skincare industry in Asia is the leader
in worldwide sales. This research aims to investigate the dynamic behind this number by exploring
the Filipino female’s motivation in buying their chosen brands and products – understanding this
through the lens of the Country of Origin Effect while integrating the Theory of Planned Behavior.
The country-of-origin effect (COO) and the Theory of Planned Behavior (TPB) has been
studied for many years, but there is still less research integrating both the effect and the theory.
TPB assumes that an individual’s behavior is driven by three determinants: a) the individual's
attitude; b) subjective norms; and c) perceived behavioral control. However, the question remains
whether the country-of-origin positively or negatively affects each TPB determinant, resulting in
an individual’s intent to perform a behavior - which, in this study’s context, is the consumer’s
purchasing behavior.
Matarazzo (2013) states that research attempts to differentiate consumers on the basis of
their product acceptance has focused mainly on features such as Product Familiarity and Consumer
Nationalism. Han (2001) also states that several studies also assessed the role of country image in
consumer choice behavior across different sourcing countries and analyzing its impact on:
1.
2.
3.
4.

Consumers’ attitude towards brands;
Consumers’ intention to purchase certain brands;
Consumers’ perceptions of specific product attributes; and
How a product category affects other categories from the same country.
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Hence, the purpose of this study is to explore whether the country-of-origin affects an
individual’s attitude, subjective norm, and perceived behavioral control in purchasing skin care
products. The products used in this research are included on the top brands of each country: Japan,
Korea, and US (Euromonitor, 2019).
This research aims to explore whether the country-of-origin affects an individual's buying
behavior. Specifically, this study aims to:
1.
2.
3.

Determine whether the effect of country-of-origin affects an individual’s
attitude in buying skincare products;
Explore whether the effect of country-of-origin affects an individual’s
subjective norm in buying skincare products; and
Determine the effect of country-of-origin on an individual’s perceived
behavioral control in buying skincare products.

Theoretical Framework
Country of Origin and Theory of Planned Behavior
Country of Origin effect were measured using Parameswaran and Pisharodi (1994)
Country-of-Origin Scale and Khan and Rodrigo (2014) survey on their journal An Investigation
of Elite Consumers’ attitudes and Purchase Intentions of foreign products to achieve Physiological
and Psychological Goals, using the basis of Ajzen's Constructing a TPB Questionnaire: Conceptual
and Methodological Considerations for the theory of planned behavior. Seventeen statements were
picked to show the perception on each country and Twenty-nine statements was picked to
determine the behavior of participants in each dimension of the theory of planned behavior.
This study aims to identify and analyze the contributing factors in choosing between
different brands of skin care products from different countries using Theory of Planned Behavior
(TPB) by Azjen (1991).
The TPB model describes how people are likely to perform a particular behavior by
believing that it leads to a positive outcome, coupled with the approval from important referents
and also the necessary abilities, resources, and opportunities to conduct such behavior. According
to the TPB model, an individual’s intention to undertake a given behavior is influenced by his/her
attitude towards behavior, subjective norm, and perception of behavioral control factors. It is said
that an individual’s intention is notified by his/her attitude toward the behavior, subjective norm
towards participating in the behavior, and a person’s assessment revolving around his/her ability
to successfully participate towards the focus behavior.
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Figure 1. Theory of Planned Behavior (Azjen, 1991)
According to Ajzen (1991), the Theory of Planned Behavior (TPB) expounds an array of
human behavior in different contexts or environments. It is the concept where key determinants
affects the effort in performing a target behavior. It can be related to how a consumer thinks and
feels about the target behavior and reflects their evaluation towards it. When a person discerns that
an activity will meet the expectations and have the encouragement of others, they are more likely
to perform the behavior.
The model of the theory was developed as an extension of the Theory of Reasoned Action
(TRA) in 1975 with revisions in 1980. This was made essential due to the original model’s
limitations in dealing with behaviors “over which people have incomplete volitional control.” This
extended model anticipates an individual’s intention to engage in a certain behavior; it assumes
that an individual’s intention is driven mainly by the three influences: attitude toward the behavior,
subjective norms associated with the behavior, and the ability to accomplish the behavior (Ajzen,
1991).
Conceptual Framework
The researchers have created an adaptation framework of the Theory of Planned Behavior
model by Azjen (1991) which takes the country of origin effect into consideration, in determining
the predictors which influence the consumption of varying skin care products.
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Figure 2. Theory of Planned Behavior Adaptation Model
A.

B.

C.

D.

Attitude towards Behavior – for the purposes of this study, attitude is defined as a
person’s assessment regarding the probable or expected outcomes of a behavior
(Jannuzzi, Rodrigues, Cornelio, Sao-Joao, & Gallani, 2014). It refers to the “degree to
which a person has a favorable or unfavorable evaluation of a behavior” (Azjen, 1991).
Subjective Norm – perceived social pressure, that is, the individual’s perception
concerning the opinion of social references concerning a given behavior (Jannuzzi et al.,
2014). This refers to the belief about whether significant others think he or she will
perform the behavior. It relates to a person’s perception of the social environment
surrounding the behavior. The main presumption of this determinant is that more
favorable social norms lead to greater inclination to perform a certain behavior
(Tajeddini & Nikdavoodi, 2014).
Perceived Behavioral Control – the individual’s perception regarding his/her control over
behavior (Jannuzzi et al., 2014). It increases when individuals perceive they have more
resources and confidence (Aijzen, 1985; Hartwick & Barki, 1994; Lee & Kozar, 2005).
According to Azjen, as a general rule, as favor increases with the attitude and subjective
norm, the evaluation for perceived behavioral control also increases (1991).
Behavioral Intention - Intentions are a direct result of attitudes toward behavior SN and
PBC (KledKapexhiu, 2015). Which in this case, is the intention to buy generic drugs and
it is believed that intention is an antecedent determinant to predict the future behavior
(Chung, 2016); that leads to preference towards generics.
Operational Framework

The group focused on the literature on the Skincare Industry in Asia Pacific and the
Philippines based on its brand share. With this, the group operationalized the skincare products
into five types: (1) facial wash; (2) facial toner; (3) facial moisturizer; (4) eye care; and (5) lip care.
The countries that are used for this study are Japan, Korea, and the United States of America (USA)
while the group focused on Premium Skincare brands for the study due to its high brand
recognition to consumers. The brands that are chosen are: Laneige (Korea), Shiseido (Japan) and
Estee Lauder (USA), based on Euromonitor’s Skin Care in Asia Pacific report (Euromonitor,
2019).
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According to Aaker (1989), customers always want to pay for quality products. In terms
of brand, they are always ready to pay premium price for getting unique products which are not
available everywhere in stores. Premium brands have a high brand equity due to its marketing and
ability to differentiate from its competitors. Consumers recommend these types of brands when
they have met or surpassed the desires of its customers and able to build a positive brand equity
and sales.
Hypotheses
Given the adaptation model and research questions, the researchers are assuming the
following:
The first hypothesis deals with highly particular determinants – attitude and behavior.
Under this evaluation, attitude toward skincare is affected by “emotional appreciation based on
pleasure and attraction (Aurier and de Lanauze, 2012).” Kyung (2012) claims that if a consumer
is personally certain that buying skincare products provide positive outcomes, a positive attitude
will more likely be yielded.
H1: Country of Origin has a positive effect towards Attitude and Behavior.
The second hypothesis considers the subjective norm and behavior of an individual as a
determinant in the effect of the country of origin to a consumer. A known understanding is that
products from less-developed countries have lower ratings in quality. Consequently, products from
more developed countries have higher quality rating (Nes and Bikley, 1993). Past studies have
positively linked a product’s attributes to a country’s perceived socio-economic growth – thus,
linking itself as a strong factor for product consumption and purchasing (Kamwendo et al., 2014).
H2: Country of Origin has a positive effect towards Subjective Norm and Behavior.
The last hypothesis deals with the concern of how easy or how hard it is to act a certain
way. When a consumer is confronted with new products or brands, the main factor that determines
whether a consumer will purchase or not is experience with a similar brand or product (Král, 2015).
This is where the country of origin would come in, as countries of similar demographics carry
similar perceptions or images.
H3: Country of Origin has a positive effect towards Perceived Behavioral Control
and Behavior.
Significance of the Study
This research aimed to integrate the country-of-origin effect and the Theory of Planned
Behavior in the context of consumption of skincare products in the Philippines. While both the
theory and the effect has been studied extensively for many years, there is little information on
using both as constructs in predicting consumer intention and behavior with regards to vanity
spending. Therefore, the results of this study could:
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1. Help brands create marketing strategies that would utilize the country of origin effect to
influence the consumers into performing favorable actions;
2. Help brands understand, from a consumers’ standpoint, the different motivators in product
consumption; and
3. Contribute to further development of vanity spending studies by providing conceptual and
statistical support for future studies.
Scope and Limitations
The researchers focused on collecting data from the target population of female consumers
from different corporate industries. Due to the nature of effects sought in skin care products, no
age range for the target was defined. A total of 303 subjects participated in the online survey. The
researchers distinguished and acknowledged the following limitations of the study:
1. Subjects may not have been able to contribute a sufficient amount of their time and
thoughts to their responses due to time constraint and internet availability.
2. Subjects may not have given sufficient thought to their responses due to a disregard
towards the significance of the study.
3. Subjects may misunderstand the survey questions, leading to a conflict between the
subjects’ responses and their actual thoughts.
4. The respondents may have limited knowledge of some of the terminologies used in the
survey.
5. Responses given by subjects may reflect temporary answers, affected by present biases and
circumstances.
For the study, the following were assumed and accepted as true and plausible:
1. Survey Respondents
This study assumes the accuracy of the responses given by the 303 survey participants that
it has attained provided the limited time.
2. Survey Questionnaire
Having used an online survey platform which required completion before submission, all
questionnaires submitted are assumed to be completed.
3. Secondary data
All secondary data, as cited within the study and identified in the reference section, was
assumed as accurate and reliable basis for the research.
Review of Related Literature
Skincare in Asia Pacific
In Euromonitor’s 2018 report on Skincare in Asia Pacific, Asia posted a contribution of
more than 50% in sales for beauty and personal care in a global skin care context. Recording the
fastest growth in 2017, the region holds an ample room for further growth as it is expected that by
2022, it will continue to make itself known as the “powerhouse behind the global skin care sales,
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with massive population, economic expansion and consumers’ increasing budget and desire for
‘vanity spending’.”
Being the sales leader in the world’s skin care scene, the room for growth sustains in the
region’s per capita spend. It surpasses the established beauty markets Western Europe and North
America, which generate below 18% value sales respectively. Dominant driver behind the success
is the facial care segment, contributing 87% to the total skin care sales.
Driven by expansion of mass products, R&D formulation, and the rise of small packaging,
sales of face masks grow exponentially. The holistic healthy living trend shifts consumers’
perception from “post-care” to “pre-care”, where anti-agers sales rapidly grow; “immunity
protection and enhancement”, tapping on to concerns over skin damage from air pollution, urban
daily stress and blue light exposure; and the perception of “total beauty” solution provider.
Asian companies have also been competitive against Western brands. K-Beauty, C-beauty,
and J-Beauty products have grown throughout the years and has the capacity to compete with giant
Western brands due to tapping on localized demand and cultural similarities between each country.
From 2012 to 2017, it showed that K-Beauty products trended among Asian countries. Korean
players like Amorepacific Corp. and LG Household & Care Limited has established numerous
branches in Asia. Their products are composed of different super premium, prestige, mass, and
cosmeceutical products such as Sulwashoo, The Face Shop, Laneige, etc.
Skincare in the Philippines
In Euromonitor’s 2018 report on Skincare in the Philippines, as disposable incomes rose
in the Philippines, more consumers purchased beauty and personal care products which are not
considered part of their essential needs. This trend supported sales in different beauty and personal
care products such as body care, face masks, facial cleansers and moisturizers, lip care, and anti agers.
By nature, the Filipinos have been observed to be health conscious, largely affecting how
they live – influencing their hobbies and social activities, choice in food and clothing, and
preference in purchasing personal beauty care. Since Filipinos have come to pay close attention
to their lifestyles, they have developed a conscious sense of their beauty and image. Consumers
are no longer just adding products to their daily beauty routine but are also actively trying and
introducing new products. Most of which are being promoted by manufacturers and influencers on
social media. This purchasing behavior characterizing Filipinos helps drive the growth of skin
care as consumers are in constant search for more sophisticated products to help treat their skin
and make it flawless (“Skin Care in the Philippines,” 2018).
The study patterns the customer purchasing behavior of Filipino consumers with regards
to beauty and personal care products, especially skin care products. In the industry study, Western
skincare brands like Unilever (Average Market Share of 26.6% from 2013-2017), and Avon
(Average Market Share of 9.8% from 2013-2017) still dominate the Philippine market. Filipino
consumers still prefer these brands, as compared to local or any other international brands outside
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Western countries. This leads to the question, why do Filipino consumers trust Western brands
and does a specific perception of a country (product quality, image, etc.) affect the purchasing
behavior of Filipinos.
Theory of Planned Behavior (TPB)
In Icek Ajzen’s “Consumer Attitudes and Behavior”, according to the theory of planned
behavior by the author, human action is guided by three kinds of considerations: Beliefs about the
likely outcomes of the behavior and evaluation of these outcomes (Behavioral Beliefs), Beliefs
about the normative expectations of others (Normative Beliefs), and Beliefs about the presence of
factors that may facilitate or impede performance of the behavior (Control Beliefs) while intentions
to perform a given behavior is influenced by three factors: a favorable and unfavorable evaluation
of the behavior (attitude towards behavior), perceived social pressure to perform and not to
perform the behavior (subjective norm), and self-efficacy in relation to the behavior (perceived
behavioral control). In combination, attitude towards the behavior, subjective norm, and perception
of behavioral control leads to the formation of a behavioral intention. As a general rule, the more
favorable the attitude and subjective norm, the greater the perceived behavioral control, the
stronger the person’ intention to perform the behavior in question. Given a sufficient degree of
control over the behavior, people are expected to carry out their intentions while the opportunity
arises (2008).
Ajzen also discussed that when the said theory is applied to consumer behavior, the
intention of interest is to purchase a product or service. The three determinants of this behavior
are: attitudes toward buying the product or service, subjective norms, and perceptions of behavioral
control. Based on the expectancy value that was used in the previous studies of the journal, attitude
towards purchasing a product/service is assumed to be determined by accessible beliefs about the
consequences of doing so, each belief is weighted by the subjective value of the consequence in
action. A similar logic applies to the relation between normative beliefs and subjective norm, and
the relation between control beliefs and perceived behavioral control and control beliefs.
Normative beliefs refer to the perceived behavioral expectations of important individuals or groups
of the person as their referent such as the person’s family, friends, and coworkers. These normative
beliefs, in combination with the person’s motivation to comply with different referents, determine
the prevailing subjective norm regarding the purchase. Control beliefs is involved with the
perceived presence of factors that can facilitate or impede performance of a behavior. It is assumed
that the perceived power of each control factor to impede or facilitate a purchase contributes to
perceived control over the behavior in direct proportion to the person’s subjective probability that
the control factor is present. When it comes to purchase decision, control issues can be related to
financial restriction or product availability.
Consumer Switching Behavior
Brand switching is sometimes induced by extrinsic incentives, such as sales promotions.
Often, however, consumers switch brands because of intrinsic motives such as a desire to try a
new brand. In this paper we contrast the effects of intrinsically versus extrinsically induced
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switching first, on the disposition to switching and second, on the likelihood of repeating the
purchase of the new brand (Mazursky, Labarbera, & Aiello, 1987).
Country of Origin and Product Quality
As consumers are made aware of certain characteristics of countries, they develop an
inclination to use the country of origin as “an external cue in evaluating product quality and guiding
their purchasing decision process” (Kalicharan, 2014). Further, many researchers have found that
the effect of country of origin on perception of quality is associated with their experience and
knowledge with the country, and in certain cases, the level of the country’s economic standing
(Romeo & Roth, 1992). To some consumers, information on country of origin is considered of
greater importance, rather than information on the price or brand. That is, in terms of comparing
product quality (Liefeld & Wall, 1991)
Filipino Consumer Behavior
In “Consumer Buying Behavior: The Multicultural Influence in the Philippines” by Dr.
Fermin Castillo, the consumer attitudes and processes which surround the typical Filipino style
was discussed - highlighting their consumer identity. Filipino consumers are influenced by various
factors such as families, friends, colleagues, and relatives. They always listen and ask people for
advice when it comes to choosing which brands/products will suit their needs; with the exemption
of personal needs. Shopping is also a habit for Filipinos as it has become part of their daily routine,
regardless of their societal status. It is also an activity of bonding with families, which is one of
the important aspects of Filipino culture and behavior. In terms of process of Filipino consumer
attitude, the author presented Perner’s Consumers Attitude Model and he discussed that consumer
attitude has 3 major components: (1) Beliefs, wherein a consumer may have positive or negative
beliefs towards a product/brand (e.g. Black shirt signifies as bad luck in the early generations), (2)
Behavioral Intentions, which is described as what the consumer plans to do with respect to the
brand (e.g. to buy or not buy) and (3) Affect (Feeling), wherein consumers hold certain feelings
about a brand/product, which is sometimes influenced by beliefs (e.g. a consumer feels nauseated
when thinking about a hamburger because of the amount of fat it contains). These 3 are all
interrelated and interdependent. Consumers also look items that are on sale like bundled products,
they know that mode of sale can make or break their needs of purchasing new things that are on
sale.
In “The effect of Brand Image and Self Concept on the Consumer Purchasing Behavior in
Metro Manila when purchasing natural and Organic Beauty Products” by Mae Marfito, it
discusses the exploration of brand image, self-concept, brand attachment and consumer purchase
behavior of natural and organic products. The study measures the brand image of 4 brands that are
selling natural and organic products; and how they impact the self-concept of women (how they
see themselves) using these products, their attachment and loyalty to the brand, and their
purchasing behavior in buying these products.
The study’s survey consists of 300 female participants (100 for each brand). The objective
of the study is to determine different factors of brand image and consumer purchasing behavior
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such as each brands’ benefit, personality, attitude, self-connection, and prominence while for the
perspective, the objective is to determine the different self-concepts of consumers in brand
attachment in 3 factors: Ideal self, Actual self, and social self, and lastly, determine the relationship
of each factor of brand image and consumer purchasing behavior.
The results show that a good brand image aligned with self-concept will create attachment
towards brand and it will also have a positive influence in a consumer’s decision. Results also
show that all factors have a positive and significant relationship between each brand image and
consumer purchasing behavior while when using natural and organic products, there is a moderate
purchasing behavior and impression for consumers, moderate brand attachment between brand
connection and prominence and moderate self-congruence for each type of self-concept
Methodology
Questionnaire
The group used using validated questions adapted from Parameswaran and Pisharodi COO
Scale (1994). Seventeen questions were categorized into two, which are the general country
attitudes and general product attitudes. On the other hand, twenty two questions were adapted from
Ajzen’s Theory of Planned Behavior (1991) and categorized into five, which are familiarity with
five items; Attitude with four items, Subjective Norm with five items; Perceived behavioral control
with four items; and Intention with four items.
Research Design
Primary data from the study will be coming from the survey results and the secondary data
will be used to further explain the findings in the survey. The survey strategy allows you to collect
quantitative data, which you can analyze, quantitatively using descriptive and inferential statistics.
In addition, data was collected using a survey strategy can be used to suggest possible reasons for
particular relationships between variables and to produce models of these relationships. (Saunders,
2016).
Sampling Plan, Actual Sample & Conducting the Survey
The data for this study was collected from consumers via questionnaires that were
distributed personally. A random sampling of three hundred three (n=303) responses were targeted
in order to achieve a satisfactory level to execute the desired statistical data analysis that tests its
relationship based on the hypotheses listed below. The respondents are from different corporate
industries. To identify the results of each country and brand, the researchers used SmartPLS with
Inferential statistics to determine the significance of each determinant.
Research Instrument
The questionnaire was adapted from Bearden and Netemeyer’s Handbook of Marketing
Scale for the Country of Origin and Khan and Rodrigo’s survey on their journal, An Investigation
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of Elite Consumers’ attitudes and Purchase Intentions of foreign products to achieve Physiological
and Psychological Goals using the basis of Ajzen’s sample questionnaire based on his Constructing
a TPB questionnaire: Conceptual and Methodological Considerations article. The questionnaire is
divided into different variables for each theory. Additional questions were added to establish an
individual’s perception of a country and brand familiarity, which shows its effect on an
individual’s buying behavior.
Result and Discussion
Survey Results
From the total of 303 respondents, 26.4% has an income of PHP 21,000 to 30,000; with an
age majority ranging from 21 to 26. In terms of skin care product purchasing frequency, 55.9%
expressed that they frequently (monthly) buy facial skin care products. Facial wash dominated the
list of skin care products being used, having been chosen by 266 (87.5%) of the respondents. This
is followed by facial moisturizer, chosen by 83.3%. Additionally, the majority of these respondents
(88.5%) prefer to buy skin care products from a shopping mall.
The top reasons cited for the use of skin care products are a) facial care (91.4%); b) better
feeling (59.9%); and c) young looks (34.5%). 79.6% of the respondents agreed that product
reviews and information had the most influence on them when it comes to choosing/purchasing
facial skin care products.
Approximately half of these respondents (48.4%) expressed that the country of origin did
not matter to them when buying facial skin care products. However, 59.5% prefer products made
internationally, as opposed to the 40.5% who prefer locally made products.
Korea
As reflected in the figures shown below, Korea’s cultural, political, and social image
significantly affects the consumer’s behaviour in terms of attitude (ATT), subjective norm (SN),
and perceived behavioral control (PBC). While not all these aspects are directly affected by the
aforementioned identities of Korea, they all extend a great amount of influence on the consumer’s
buying behavior. On the other hand, Korea’s economic image, as per the study’s results, do not
affect the consumers’ purchasing decisions.
According to Park, the Korean cosmetic industry has been enjoying a rapid growth due to
heightened healthcare interests and increase in cosmetic production investments. Their export
performance is also seen as noteworthy. Korea’s major export destinations are Asian and South
East Asian countries. Further, it is explained that a few of the reasons why Korean products have
seen preference in Asian countries are because of their focus on skin care products and similar
concepts of beauty and skin color. Korea, in summary, has truly made a noteworthy reputation in
the skin care industry (2015).
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Additionally, it has been noted that the “Korean Wave” or the rapid spread of Korean
popular culture has been widespread in the Philippines for the past 10 years - and it is still ongoing.
The appeal of Korean culture to the Filipinos had lasted due to the following similarities: a) politics
- Korea also has a democratic system; and b) social - Filipinos and Koreans share a characteristic
of expressiveness and romanticism. Because of such familiarity and self-identification, an
inclination towards their ways, culture, and products naturally emerged (Igno & Cenidoza, 2016).
Along with the rise in popularity of the so-called “10-step Korean skin care routine”, an influx of
Korean brands have been made available in the country - not only via physical stores, but also
online shops. Having established the promise of skin care science that would result in complexion
similar to Korean artists, some of these brands have become staples to the consumers’ routines.
As Filipino consumers prefer to buy branded and high quality products, believing that in
the long run, they will save even more, it is expected that they look for brands that are socially and
culturally known and accepted as one of the best (Castillo, 2018).
Table 1
Mean, STDEV, T-Values, P-Values result for Korea
Standard
T
Original
Sample Deviatio Statistics
P
Sample
Mean (M)
n
(|O/STDE Values
(O)
(STDEV)
V|)
ATT -> IN

0.211

0.211

0.083

2.538

0.011

Korea Image (Cultural) -> ATT

0.022

0.020

0.070

0.315

0.753

Korea Image (Cultural) -> PBC

0.296

0.297

0.065

4.527

0.000

Korea Image (Cultural) -> SN

0.152

0.151

0.065

2.331

0.020

Korea Image (Economical) -> ATT -0.091

-0.092

0.083

1.090

0.276

Korea Image (Economical) -> PBC 0.157

0.154

0.089

1.761

0.078

Korea Image (Economical) -> SN

-0.171

-0.178

0.093

1.827

0.068

Korea Image (Political) -> ATT

0.154

0.156

0.069

2.242

0.025

Korea Image (Political) -> PBC

0.063

0.065

0.063

1.004

0.315

Korea Image (Political) -> SN

0.239

0.243

0.075

3.208

0.001

Korea Image (Product) -> ATT

0.497

0.497

0.094

5.267

0.000

Korea Image (Product) -> PBC

0.419

0.421

0.090

4.680

0.000
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Korea Image (Product) -> SN

0.316

0.319

0.097

3.263

0.001

Korea Image (Social) -> ATT

-0.102

-0.102

0.080

1.279

0.201

Korea Image (Social) -> PBC

-0.319

-0.322

0.077

4.138

0.000

Korea Image (Social) -> SN

-0.201

-0.200

0.085

2.369

0.018

PBC -> IN

0.238

0.239

0.052

4.587

0.000

SN -> IN

0.450

0.451

0.069

6.533

0.000

Japan
Japan’s image in terms of product quality greatly affects all three determinants of the TPB
- attitude (ATT), subjective norm (SN), and perceived behavioral control (PBC) while Japan’s
political and social image affects only the attitude (ATT) and perceived behavioral control (PBC)
of the consumers, respectively. Coincidently, even though it is known as technologically advanced,
Japan’s economic image has shown to be of no significance to the consumers’ buying decisions.
When it comes to product quality in Asia, Japan emerges as the leader (Gürhan-Canli &
Maheswaran, 2000). In 2001, Japan’s Pharmaceutical Affairs Act was revised to require premarket registration before deregulation. This standard is attributed to the known reputation of the
safety of Japanese cosmetic products. Additionally, there was a strengthening in the skin care
cluster within universities in Japan. Having been known as a country with advanced and developed
technology, cosmetic production in Japan inevitably developed a loyal following of consumers
seeking high quality and innovative products (Huang et al., 2013). Concurrently, according to
Castillo (2018), the typical Filipino consumer will usually seek products that would stand longer
thru “wear and tear usage” - this then, could be attributed to the significance of product quality
related to Japan’s product image.
Table 2
Mean, STDEV, T-Values, P-Values result for Korea
Original Sample Standard T Statistics
Sample Mean Deviation (|O/STDE
(O)
(M)
(STDEV)
V|)
ATT -> IN

P Values

0.250

0.249

0.077

3.238

0.001

Japan Image (Cultural) -> ATT 0.021

0.017

0.076

0.278

0.781

Japan Image (Cultural) -> PBC 0.072

0.073

0.082

0.887

0.375

Japan Image (Cultural) -> SN

0.051

0.071

0.739

0.460

0.053
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Japan Image (Economical) ->
0.053
ATT

0.055

0.090

0.587

0.557

Japan Image (Economical) ->
-0.053
PBC

-0.048

0.084

0.635

0.525

Japan Image (Economical) -> SN -0.026

-0.025

0.097

0.273

0.785

Japan Image (Political) -> ATT 0.256

0.255

0.072

3.567

0.000

Japan Image (Political) -> PBC 0.151

0.151

0.070

2.152

0.031

Japan Image (Political) -> SN

0.390

0.390

0.071

5.472

0.000

Japan Image (Product) -> ATT 0.328

0.331

0.081

4.058

0.000

Japan Image (Product) -> PBC

0.197

0.202

0.088

2.227

0.026

Japan Image (Product) -> SN

0.166

0.170

0.079

2.091

0.037

Japan Image (Social) -> ATT

-0.137

-0.137

0.102

1.349

0.177

Japan Image (Social) -> PBC

0.290

0.282

0.096

3.020

0.003

Japan Image (Social) -> SN

-0.154

-0.156

0.100

1.535

0.125

PBC -> IN

0.194

0.194

0.053

3.664

0.000

SN -> IN

0.434

0.436

0.073

5.942

0.000

USA
The results for US shows that primarily, its cultural image affects all three determinants
for consumers’ purchasing behavior (ATT, SN, PBC). Consequently, its economic image affects
subjective norm while its product image influence both attitude and perceived behavioral control.
For almost half a century, the Philippines was governed by the United States. A large part
of the Filipino culture had been influenced by the American culture, so much to the point that it
may sometimes be hard to separate - American culture is in our food, our education system, and
our legislation. To an extent, our culture is an assimilation or reproduction of the American culture
(Casambre, 1982). Given that culture is one of the most basic influences on an individual’s needs,
it goes without question that what feels more natural and familiar in terms of culture inevitably
becomes one of the first choices for consumption (Castillo, 2018).
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Table 3
Mean, STDEV, T-Values, P-Values result for US
Original Sample
Sample
Mean
(O)
(M)

Standard
Deviation
(STDEV)

T Statistics
(|O/STDEV| P Values
)

ATT -> IN

0.294

0.295

0.077

3.820

0.000

PBC -> IN

0.318

0.317

0.060

5.284

0.000

SN -> IN

0.321

0.321

0.070

4.577

0.000

US Image (Cultural) -> ATT 0.241

0.245

0.088

2.742

0.006

US Image (Cultural) -> PBC 0.262

0.266

0.090

2.916

0.004

US Image (Cultural) -> SN 0.226

0.232

0.084

2.676

0.007

US Image (Economical) ->
-0.199
SN

-0.195

0.087

2.289

0.022

US Image (Products) ->
0.288
ATT

0.291

0.099

2.913

0.004

US Image (Products) ->
0.336
PBC

0.343

0.118

2.839

0.005

US Image (Economical) ->
-0.084
ATT

-0.078

0.090

0.932

0.351

US Image (Economical) ->
0.095
PBC

0.102

0.084

1.135

0.257

US Image (Political) -> ATT 0.046

0.040

0.127

0.361

0.718

US Image (Political) -> PBC 0.043

0.034

0.131

0.332

0.740

US Image (Political) -> SN 0.133

0.128

0.108

1.233

0.218

US Image (Products) -> SN 0.166

0.170

0.097

1.719

0.086

US Image (Social) -> ATT

0.083

0.080

0.106

0.784

0.433

US Image (Social) -> PBC

-0.159

-0.163

0.107

1.489

0.137

US Image (Social) -> SN

0.187

0.182

0.104

1.801

0.072

266 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Conclusion and Recommendation
The results have shown a steady skin care following among females in the 20-30 years age
group - as this is the majority, per the survey responses. This shows that consumers have started
to view skin care as more of a prevention, rather than a solution. Further, having a cleanser as the
top product used signifies the importance of finding a solution from the roots; and as product
reviews have readily become available online, it would most likely become one of the references
for trying out new products.
Having considered the cultural, political, social, economic and product image of the
country has shown that not all these aspects affect the consumers’ purchasing behavior. The results
confirm that the country of origin, when integrated with the theory of planned behavior did have
an influence on the purchasing behavior of the respondents, but with noticeable exemptions to
some aspects of the country in question. This is most likely due to the incongruent positions of
associations in product and country images in the consumers’ experience (Adina et al, 2015). As
a consumer’s buying behavior is influenced by cultural, social, personal and psychological factors
(Kotler & Armstrong, 2010), so can a consumer’s perception of a country.
Four out of the five chosen aspects of the country have shown positive effects on a
consumer’s purchasing behavior. These are: cultural, social, political, and product image. This
shows that consumers may be more aware of these aspects, as opposed to their awareness of the
country’s economic standing.
This study, as with other similar country of origin studies, could then provide necessary
strategic information to businesses exporting their products, manufacturing abroad, and/or
competing locally against foreign companies. It strengthens how evidently, a product’s countryimage influences its evaluation - much like how “German, Swedish, and Japanese cars, Japanese
home electronics and French wines are generally perceived and evaluated differently from, say,
Russian cars and Brazilian electronics” (Laroche, Heslop & Mourali, 2003).
For businesses newly and/or already exporting their products, it is advised that they focus
on the aspect with which their target consumers would easily relate to or be familiarized with,
developing interventions that target the positively known dominant aspect of the country of origin.
As a brief example – as found in the study, for American products, a strategy that would reflect
the product’s tradition, could be beneficial; for Japanese products, it would be best to highlight the
durability of its quality and rigid processes of the production; and for Korean products, it would
be best to highlight fandoms to ride the "Korean wave".
As the consumers are susceptible to differing opinions on the country of origin, mainly
from personal and gained experiences. Opportunities for marketing from this perspective would
rely mainly on the overall product image that the country has built. Thus, it is essential to
particularly identify the stronger aspects of the country, and tailor strategies to highlight these. It
is also advised to gather reviews and recommendations from users, as it is important to note what
the consumers find necessary in the products they use. The extrinsic cues, as mentioned in the
background of the study would be the brand’s main targets of scrutiny, and ultimately, the country
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of origin effect could be of positive impact to a marketing strategy only when the image that has
been built is fitting to the demands of the consumers.
In order to strengthen the findings of this study, future researchers can do more with the
TPB and Country of Origin Effect. The findings of this study are suggested to be considered
exploratory and hypothesis-generating; further studies can be conducted in a more representative
sample. In addition, further study can consider other dimensions such as specificity in age bracket,
purchasing power, personal cultural beliefs, and even give focus on a specific country image.
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Abstract
The advent of information and communication technology (ICT) has brought opportunities
for teaching and learning to be significantly influenced in a positive way. While an objective of
teaching is to provide knowledge and skills set to students to make them productive individuals,
the usual classroom environment has been transformed through ICT. Various online learning
modalities has surfaced to provide both teachers and learners the opportunity to use ICT resources
and approaches to enhance the learning process. The author has been doing online learning for
more than 10 years. His experiences in adopting online learning has largely been positive among
his MBA students in De La Salle University. An instructional strategy he has adopted is the flipped
classroom. A flipped classroom reverses the traditional classroom learning environment by
delivering instructional content, often online, outside of the classroom. This research paper looked
at the lived experiences of select MBA students who took up the subject quantitative methods, in
relation to their flipped classroom experience. All the four respondents of the study were in unison
in saying that the flipped classroom provided them better understanding of the topics discussed.
They also had better appreciation how quantitative methods tools and models were used at work
and in business through their flipped classroom activities. They also said that having the topics
discussed under a flipped classroom set up is more effective than the traditional classroom
interaction since it provided the students a direct hand in the learning process.
Key words: Information and communication technology, online learning, quantitative methods,
flipped classroom

Introduction
The advent of information and communication technology (ICT) has brought opportunities
for teaching and learning to be significantly influenced in a positive way. While an objective of
teaching is to provide knowledge and skills set to students to make them productive individuals,
the usual classroom environment has been transformed through ICT. Various online learning
modalities has surfaced to provide both teachers and learners the opportunity to use ICT resources
and approaches to enhance the learning process. The author has been doing online learning for
more than 10 years. His experiences in adopting online learning has largely been positive among
his MBA students in De La Salle University.
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Teaching
Teaching is the process of attending to people’s needs, experiences and feelings, and
intervening so that they learn particular things, and go beyond the given (Smith, 2018). Smith
(2018) states further that interventions commonly take the form of questioning, listening, giving
information, explaining some phenomenon, demonstrating a skill or process, testing understanding
and capacity, and facilitating learning activities (such as note taking, discussion, assignment
writing, simulations and practice).
Another website defined learning as “one of the instruments of education and is a special
function is to impart understanding and skill. The main function of teaching is to make learning
effective. The learning process would get completed as a result of teaching. So, teaching and
learning are very closely related” (physicscatalyst.com, n.d.).
Learning
From the two definitons of teaching above, learning is the intended result. Learning
definition can range from a simple “process of gaining knowledge and expertise” (Knowles, in
Malamed, n.d.) to the more complex “learning as the transformative process of taking in
information that—when internalized and mixed with what we have experienced—changes what
we know and builds on what we do. It’s based on input, process, and reflection. It is what changes
us.” (Bingham & Conner, in Malamed, n.d.).
Although the traditional learning process is conducted through a teacher who shares his talent
and expertise usually in a class room setting, life long learning can now be achieved through one’s
initiative to learn by reading books or through various web sources. Learning can also happen
through observation as well as interaction with other people expert in their field. Learning can
happen with a coach or a mentor. We will however focus our research on learning through the
traditional classroom set up where there are teachers who make use of various teaching strategies
to impart knowledge to their students.
Information and communication technology
The traditional classroom set up however has been disrupted with the advent of ICT. There
is no single, universal definition of ICT, the term is “generally accepted to mean all devices,
networking components, applications and systems that combined, allow people and organizations
(i.e., businesses, nonprofit agencies, governments and criminal enterprises) to interact in the digital
world (Rouse, n.d.).
Rouse (n.d.) further describes that:
“ICT is leveraged for economic, societal and interpersonal transactions and interactions. ICT
has drastically changed how people work, communicate, learn and live. Moreover, ICT continues
to revolutionize all parts of the human experience. ICT's importance to economic development
and business growth has been so monumental, in fact, that it's credited with ushering in what many
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have labeled the Fourth Industrial Revolution. ICT also underpins broad shifts in society, as
individuals en masse are moving from personal, face-to-face interactions to ones in the digital
space. This new era is frequently termed the Digital Age.”
ICT in education is the mode of education that use information and communications
technology to support, enhance, and optimize the delivery of information. An increase in the use
of ICT in education with integrating technology to the curriculum has a significant and positive
impact on students’ achievements (Aoki, 2010). Students who are continuously exposed to
technology through education has better ‘knowledge’, presentation skills, innovative capabilities,
and are ready to take more efforts into learning as compared to their counterparts (Aoki, 2010).
Online learning
Stern (n.d.) discusses the following about online learning:
“Online learning is education that takes place over the Internet. Online learning is catalyzing
a pedagogical shift in how we teach and learn. There is a shift away from top-down lecturing and
passive students to a more interactive, collaborative approach in which students and instructor cocreate the learning process. The Instructor’s role is changing from the “sage on the stage” to “the
guide on the side.””
Online learning is largely facilitated through the use of ICT. “While e-learning (or online
learning) has become the primary form of distance education, it is also transforming instruction on
campus. Higher education historically is a campus-based institution…This physical connection
has defined the relationship between the student and the institution. It has also helped to shape the
curriculum itself. E-learning has blurred these traditional relationships, removing geography as a
defining element in the student-institution relationship.” (Sener, 2015).
Palloff et al (1999) offers the following as components of what a successful online learning
should contain:
1.
2.
3.
4.
5.
6.

Access to technology;
Guidelines and procedures;
Participation;
Collaborative learning;
Transformative learning or learning about learning, technology and oneself; and
Evaluation of the process.
Flipped classroom

“A flipped classroom is an instructional strategy and a type of blended learning that reverses
the traditional learning environment by delivering instructional content, often online, outside of
the classroom. It moves activities, including those that may have traditionally been considered
homework, into the classroom. In a flipped classroom, students watch online lectures, collaborate
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in online discussions, or carry out research at home while engaging in concepts in the classroom
with the guidance of a mentor.” (Flipped classroom #In practice, n.d.)
The following were pointed out in “The definition of the flipped classroom” from the
www.teachthought.com website:
“In this blended learning approach, face-to-face interaction is mixed with independent study
via technology. Students watch pre-recorded videos at home, then come to school to do the
homework armed with questions and at least some background knowledge.
A flipped classroom doubles student access to teachers–once with the videos at home, and
again in the classroom, increasing the opportunity for personalization and more precise guiding of
learning. In the flipped classroom model, students practice under the guidance of the teacher, while
accessing content on their own.”
Table 1 presents the advantages and disadvantages of a flipped classroom.

Table 1
Flipped classroom advantages and disadvantages

1.
2.
3.
4.
5.

Advantages
Allow for self-paced learning
Dive deeper into subject
Be better prepared
Reuse lectures
Create transparency for parents

1.
2.
3.
4.

Disadvantages
Technology issues
Change takes time
Lack of motivation
Not for every student

Source: www.easy-lms.com
Objective
The study’s objective is to determine the effectivity of adopting a flipped classroom strategy
in relation to 1) a better understanding of the quantitative methods (quamet) topics discussed, 2)
students’ appreciation of how quantitative tools and models are used in work and business, 3) how
useful and appropriate is the use of multi-media outputs as the basis for assigned online discussion
forums, and 4) having a basis for comparing traditional classroom set up with a flipped classroom.
Methodology
The study will employ qualitative research through the lived experiences of select MBA
students who were enrolled in the author’s quamet subject.
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Qualitative research
Qualitative research is a type of social science research that collects and works with nonnumerical data and that seeks to interpret meaning from these data that help us understand social
life through the study of targeted populations or places (Crossman, 2019). It allows the research
to investigate the meanings that people attribute to their behavior, actions, and interactions with
others… designed to reveal the meaning that informs the action or outcomes that are typically
measured by quantitative research (Crossman, 2019). This type of research produces descriptive
data that the researcher must then interpret using rigorous and systematic methods of transcribing,
coding, and analysis of trends and themes (Crossman, 2019).
The author employed an open-ended survey to generate insights and experiences of
respondents in relation to exposure to a flipped classroom in the quamet subject. The survey
questionnaire can be seen in Annex I.
Quantitative methods
The subject where the flipped classroom was adopted was in the author’s quamet class.
Quantitative methods or analysis is the scientific approach to managerial decision making (Render,
et al, 2015). This field of study has several different names including management science and
operations research (Render, et al, 2015). The author’s class is conducted under an online learning
environment – of the 14 sessions in one trimester, 7 are face-to-face sessions mostly lecture and
software-assisted computations in a computer laboratory as well as examinations. The remaining
7 sessions are online through the school’s learning management system (LMS) currently using
Canvas. This is where the flipped classroom is done where supplemental lecture videos, videos of
actual applications of quamet in business sourced through the web, cases and action research
outputs – are all discussed through discussion forums. The class is paperless. All class materials
from the teacher are posted in the LMS while all student submissions are likewise done through
the LMS.
Annex II shows a sample screen shot of a quamet online session with identified discussion
topics.
Sampling
Six students out of the 35 enrolled in the two sections of the subject I handled were requested
to answer the questionnaire. They were the six who obtained a grade of 4 in the subject – the
highest grade and the author believes their views carry more weight than the rest because of their
effort, participation and performance in class. They were the more active participants in the online
learning discussion forum activities of the class.
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Results
Questionnaire answers
Was it easy or difficult to look for multi-media applications of quamet topics assigned to you?
One said it was easy, another said it was challenging at the start but they got the feel of the process
afterwards while two others said it was difficult for them and they had to be creative and
resourceful to identify proper quamet models actually applied to work and business.
Were you able to have a better understanding of the quamet topic through the multi-media
output that you obtained? All the four answered better understanding of the quamet models. Class
discussions were a mixed of theory, concepts, computations and applications. The multi-media
output directly discussed applications of quamet models at work and business. This provided
opportunity for students to see how they are used in work and business environment.
Were you able to appreciate better how quamet tools and models are used in work and
business through the multi-media output? Consistent with the previous paragraph’s answers, all
mentioned better understanding of how different companies from different industries use quamet
methods discussed in class. It makes the subject more applied and practical. They were able to
connect how they can apply them at work.
Was it useful and appropriate to use the multi-media output as the basis for assigned online
discussion forums for identified groups? All answered yes. One said it provided the opportunity
to look for appropraite quamet applications among the various sources in the web. The generated
outputs were useful as starting points in discussing further the effectiveness and practical
applications of the quamet models.
What were the advantage that you can cite in doing online discussion forum of the multimedia output? It cultivated further engagement of the topic, sharing of thoughts among groups
and creating an interactive environment among the students. Students are also given the leeway
to choose ouputs they think best explains the assigned topics. Sudents can also participate at their
own convenience. It also forces students to do self-learning and understand the topics well to
better contribute to discussions. It also contributes to ones resourcefulness and creativity in
sourcing materials to be posted to enrich content of discussion.
What were the disadvantage that you can cite in doing online discussion forum of the multimedia output? It consumes more time than regular face-to-face class. If collaboration is not done
properly, postings may not be done efficiently. Level of knowledge of students at times may not
be sufficient to provide adequate answers to questions raised. Because of the various discussion
threads going on, its possible that some questions are not answered at all.
Do you think it would have been more effective if the quamet topics with the multi-media
output were discussed in class face-to-face instead of through an online forum? All were of the
opinion that the online forum was a more effective set-up. Students can check various online
resources to back up or refute the other’s insights. Students can repeat watching the multi-media
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output for further familiarity, analysis and insights. Students have the time to analyze the output
before posting their insights which makes the discussion more productive. Generally, people can
communicate more effectively in writing rather than in oral form.
Conclusions
The use of ICT has significantly transformed the author’s way of teaching and class
management. It has enabled the author to make use of the school’s LMS to to create a paperless
environment where class resources are posted in the LMS; instructions, reminders and
announcements are done thru it; and all student submissions as well as online forum activities are
facilitated by it.
Flipping the classroom enabled the author to create a self-paced environment for the class,
discuss assigned topics at a more applied as well as deeper level, provided better preparation for
students as well as reuse the multi-media resources for better understanding and appreciation of
quamet models discussed in class during lectures. These support the advantages of a flipped
classroom as pointed out by the easy-lms.com website on the topic.
A flipped classroom which involves the use of multi-media sources generated from the web
discussing various applications of quamet models at work and in business provided a good
opportunity for the students to see the practical applications of the discussed models. Its discussion
goes beyond the traditional lecture on theories and concepts and computations – enabling students
the chance to see how they are applied at work and how they themselves can apply the models in
the companies they work for.
A flipped classroom set up was preferred by the respondents compared to face-to-face
discussion as it offers them more opportunities to look for proper quamet applications, discuss
them at length and be creative and resourceful in sourcing other relevant materials from the web
to enrich the learning process. The students themselves are given the opportunity to directly source
discussion topics which is the intent of online learning (Stern, n.d.).
A flipped classrom with multi-media topics for discussion engenders creativity and
resourcefulness among students in looking for actual applications. It also makes the students
directly responsible for contributing to the class’ learning process as they are the ones assigned
to source the materials which they themselves will dissect and discuss.
A flipped classroom enables the students to access and make use of various web materials on
quamet applications. It contributes to their better understanding and appreciation of quamet
models discussed in lectures in the classroom. It directly contributes to their gaining knowledge
and expertise which is the objective of learning as pointed out by Knowles (n.d.). In addition, a
flipped classroom greatly facilitates learning activities which according to Smith (2018) is
essential to the teaching process.
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Recommendations
The ue of ICT and LMS and the adoption of online learning will largely provide the
opportunity for both the teachers and the students to make use of the wealth of resources in the
web to result to more engaging learning environment. It draws out students to be active
contributors to the learning process.
Adoption of a flipped classroom as a teaching strategy will help the teacher in being more
effective in explaining better the theories and concepts discussed in lectures. There are various
ways of flipping the classroom – either thru self-videos of lecture materials or use of multi-media
resources showing applications of the concepts and models discussed.
A flipped classroom creates more engagement and participation among students as well as
better understanding and appreciation of the subjects being studied not only by watching videos
with lectures and applications but by creating forums where topics can be discussed by the class.
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Abstract
The study was undertaken to assess mindfulness and workplace well-being levels of
members of the DLSU Ramon V. del Rosario College of Business. Workplace well-being and
health are strongly linked to employee productivity and performance in the workplace and thus,
organizations have strong reason to consider strategies in fostering this. A central concept in some
international corporations&#39; strategy and interventions in increasing employee workplace
well-being is mindfulness. This paper seeks to explore the relationship of mindfulness levels of
employees and employee workplace well-being. Are mindfulness levels of employees correlated
with their workplace well-being? The specific kind of mindfulness assessed in this study is Traitbased individual mindfulness (TBIM) which was scored using the Mindfulness Attention
Awareness Scale (MAAS). Workplace well-being was scored using the Job-related Affective
Well-being Scale (JAWS). It was found that respondents had above average levels of trait-based
individual mindfulness as well as above average levels of job-related affective well-being (JRAW).
Results yielded that TBIM and JRAW were moderately correlated and was not significant.
The results open new avenues associated to the re-assessment of constructs and
measurement which may result in better strategies for further research actions. While relatively
still at its infancy, this study may serve as basis for a rationale for DLSU to conduct further
investigation in regards to the place of trait-based individual mindfulness and workplace wellbeing in the management of human resources.
Key Words: mindfulness, workplace well-being, dlsu ramon v. del rosario college of business,
trait-based individual mindfulness

Introduction
An organization’s commitment towards its employee’s well-being is a step in the right
direction in a more ethical and other-centered organizational culture. Workplace well-being and
health are strongly linked to employee productivity and performance in the workplace and thus,
organizations have strong reason to consider strategies in fostering this (Haddon, 2018). The
Chartered Institute of Personnel and Development characterize well-being at work as: “creating
an environment to promote a state of contentment which allows an employee to flourish and
achieve their full potential for the benefit of themselves and their organization” (Chartered
280 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Institute of Personnel and Development, 2007, cited by Kowalski & Loretto, 2017). While
workplace well-being may manifest itself in the physical or psychological sense (physical wellbeing/mental well-being), it is in the psychological, or mental dimension of well-being this paper
concerns itself with and as it closely relates to the earlier definition provided above.
"The Mental Health Foundation estimates that three in ten employees will experience a
mental health problem in any one year, so organisations must take action to prioritise mental wellbeing” (Maslach et al., 2001, cited by Wang et al., 2017). Research has shown that around a quarter
of people leave their job because they feel “burnt out”. Burnout has been described as “a
psychological syndrome in response to chronic interpersonal stressors on the job” (Maslach et al.,
2001, cited by Wang et al., 2017). Thus said, it is something which may be prevented by the
increase of workplace well-being, specifically mental well-being.
With so much of our time, and indeed lives, spent in work, it is not surprising then that so
many people are left struggling due to work pressures (Haddon, 2018). Employees need to feel
that they are in a good working environment and that their needs for workplace well-being within
that environment are fulfilled.
The social exchange theory proposes that "reciprocity norms might explain greater
contributions to an organization by happy employees who attribute the cause of their happiness to
the organization" (Organ, 1977, cited by Fisher, 2010). This proposition provides us the notion of
how providing an environment which is conducive to workplace well-being may prove beneficial
to the organization itself. This is because as employees recognize that their well-being is given
great consideration by their organization, they may be in a better position to reciprocate in turn by
better performance.
Workplace well-being moves beyond physical symptoms which are related to health. It
does not include context-free measure of life experience (life satisfaction) and keeps itself within
job-related experiences. It may also refer to mental, psychological or emotional aspects of workers
(War, 1990, cited by De Simone, 2014). The role of organizations in creating a conducive
environment for workplace well-being cannot be underestimated. Most of the notions of wellbeing such as quality and safety of work environment, and compensation are relatively easy to
observe. This makes the description and strategies for its improvement relatively straightforward.
Employee mental health or psychological well-being, on the other hand, proves to be more
difficult to describe as it is individual and subjective in nature. This dimension of workplace wellbeing, however, may very well prove to be one of the strongest drives for employee happiness.
"Psychological well-being is usually conceptualised as some combination of positive affective
states such as happiness (the hedonic perspective) and functioning with optimal effectiveness in
individual and social life (the eudaimonic perspective)" (Deci & Ryan, 2008, cited by Winefield
et al., 2012, p. 2). Psychological well-being at work combines both the levels to which workers
"..experience positive emotions and the extent to which they experience meaning and purpose in
their work" (Taneva, 2016, p. 2). Psychological Well-being in the workplace is framed specifically
to this context. Psychological well-being affects how employees think and feel about their jobs
and their organization, which is a good indication that psychological well-being predicts job
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attitude and performance (Tov & Chan, 2012). This said, workplace well-being in this paper will
be defined as the mental health or psychological well-being of employees.
As it is in the best interest of organizations to increase levels of workplace well-being of
their employees, it is of no wonder that numerous strategies have been explored and implemented
by different organizations to try and address this. One such organization which seem to be making
some headway is Google. In 2014 Google was named "Best Company to Work For” for the 5th
time by the Great Place to Work Institute and Fortune Magazine ("The Google Way of Motivating
Employees," 2014). Aside from other more extrinsic benefits such as tuition reimbursements, nocost health and dental assistance, vacation packages, etc. Google's policy in motivating and
keeping its’ employees happy was seen as one of its strongest key points which enabled the
awarding. The company's work philosophy is: "To create the happiest, most productive workplace
in the world" ("The Google Way of Motivating Employees," 2014).
Central to this particular strategy employed by Google of improving well-being, is that
this program is based in the concept of Mindfulness. Mindfulness, which stems from Buddhist
mental training methods has been described as "practised well-being" (Rees, 2016). Chade Meng
Tan, an engineer in Google, in collaboration with Daniel Goleman, a Stanford University
professor, designed a course on mindfulness in 2007. Also called the "Search Inside Yourself"
course, this is a training program for employees which can be taken in 19 hours over seven weekly
sessions, or a two-and-a-half day intensive course (Baer, 2014). The program is a combination of
meditation exercises, workshops, reflection, mentoring and other techniques to help employees
find the best in themselves and by so doing, create personal growth and increase happiness. Google
employees who went through this program rave at how they felt calmer, clear-headed, and more
focused (Stulberg & Magness, 2017). It is not only Google who seem to have recognized
mindfulness' potential. Aetna Mayo Clinic and even the U.S. Army have implemented mindfulness
training in order to improve workplace functioning (Jha et al., 2015; Tan, 2012; West et al., 2014;
Wolever et al., 2012. cited by Good et al., 2015). This initial description of the concept of
mindfulness does not do it justice, and is but the tip of the iceberg. Further discussion on its
definition and typology will ensue further on in this study. Currently the amount of research
involving mindfulness has been steadily increasing because of its implications in increasing
workplace well-being.
This paper seeks to explore the relationship of mindfulness levels of employees and
employee workplace well-being. Are mindfulness levels of employees correlated with their
workplace well-being? Empirically supported benefits of mindfulness include affective benefits
such as emotion regulation, decreased reactivity and increased response flexibility, and improved
well-being and reduce psychological distress (Davis & Hayes, 2011). Headway into the answering
of this question may be made if the study is able to:
•
•

Determine the level of well-being of employees of De La Salle University, specifically
faculty of the Ramon V. del Rosario College of Business.
Determine the level of individual mindfulness of employees of De La Salle University,
specifically faculty of the Ramon V. del Rosario College of Business.
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•

Ascertain how individual mindfulness levels of faculty of the Ramon V. del Rosario
College of Business relate to their workplace well-being levels.

The practice of mindfulness for social workers for the benefit of their own well-being and
self-care has been seen to lead to improved quality of service (Falkenstom & Fredrik, 2010; Keng,
Smoski, & Robins, 2011; Lykins & Baer, 2009; Orzech, Shapiro, Brown, & McKaya, 2009. cited
by Englund-Helmeke, 2014). Stemming from this train of thought, the justification for this paper
in exploring correlations between individual mindfulness levels of the faculty of RVR-COB and
their levels of workplace well-being may prove helpful in improving overall mental health of
employees, as well as improving the quality of work they do for the college.
Review of Related Literature
The review of related literature will begin with the relationship between employee
workplace well-being and performance in the workplace. While performance or productivity will
not be measured in this paper, its inclusion in the literature serve to strengthen the rationale of the
study as they are tangible benefits to organizations in exploring strategies in improving workplace
well-being. This will be followed by the definition of mindfulness, and its related constructs. From
these initial definitions, the author focuses on individual mindfulness which has often been
connected to individual well-being. The connection between these variables made, existing
literature in measuring mindfulness in individuals within an organization shall be provided in order
to serve as a basis in measuring mindfulness levels in individuals employed in an organization.
Workplace Well-Being
The issue of workplace well-being of employees has been a frequently studied area in
relation to employee performance. The typical corporate entity has been traditionally looked upon
as profit-driven and its main outcome for value creation. This value creation though, may not only
be seen in terms of profit which benefit shareholders. Value creation is achieved by combining the
resources of both the shareholders and employees and its distribution should not be one-sided
(Ghoshal, 2005). Value creation is mentioned here because when organizations distribute
resources for the benefit of the well-being of their workers, the way they feel and think about their
work is improved which leads to better performance. In this sense, value is created.
The World Health Organization's primary definition of health include that well-being is
professed as "a state of complete physical, mental and social well-being and not merely the absence
of disease or infirmity (WHO, 1948, para. 1)". While well-being is experienced in, and affected
by all domains of human life, it is the purpose of this study to concentrate on workplace well-being
as organizations have better opportunities to affect this state within its structural confines. Wellbeing in the workplace includes personal growth, purpose in life, positive relations with others,
and environmental mastery, social integration, and social contribution (Keyes, 1998, cited by
Harter et al., 2003).
Investing in the workplace well-being of employees are in the best interests of employers
as substantial resources are spent hiring employees, as profits, product development, customer
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loyalty are tied into the employees themselves (Harter et al., 2002). Hiring and maintaining
employees means that employers must offer more than tangible benefits such as stability, a
paycheck, benefits. Employees desire meaning and personal development (Harter et al., 2002).
While there have been other strategies employed by organizations to address performance
improvement through workplace strategies instead of those based on workplace well-being, it has
been suggested that this perspective may prove challenging. A shift away from workplace wellbeing may consequently erode confidence among employees as they may perceive that
organizations do not fully adequately represent their interests (Brown et al., 2009, cited by Spence,
2015).
Harter et al. has stated that workplace well-being and performance are not independent, but
rather, complement each other. The presence of positive perceptions and feelings in the workplace
are associated with higher employee performance (Harter et al., 2002). Findings from the analysis
of the 2011 Workplace Employment Relations survey showed a clear, positive, statistically
significant relationship between the average level of job satisfaction and workplace performance
(Bryson et al., 2014). This study conducted presented job satisfaction as an indicator of workplace
well-being.
The pivotal role of employee’s workplace well-being and its influence on performance,
and therefore productivity, profitability, and sustainability, lead us to the further study and
understanding of quality of work life.
As the importance of improving workplace well-being in organizations is gaining in
popularity, various strategies have been explored and implemented to do so. One such strategy
involves the concept of mindfulness as a basis for programs in improving workplace well-being.
More and more organizations have adopted mindfulness programs at the workplace, with the main
reasoning being the improvement of workplace functioning (Good et al., 2015).
The Concept of Mindfulness
Decades of medical research has suggested that mindfulness techniques have resulted in
an increase in well-being and a reduction of stress. There has been an increasing amount of
literature regarding mindfulness- over 4,000 scholarly articles (Black, 2015, Cited by Good et al.,
2015). It is evident that mindfulness practice is more or less entering the mainstream. Kimberly
Schaufenbeuel outlines why corporations like Google, Target and General Mills are investing in
openness, reflection and thoughtfulness through mindfulness meditation. She cites positive
benefits on leadership, employees, and on the bottom line (Schaufenbeuel, 2015). Schaufenbeuel's
descriptive study on Target, Green Mountain Coffee Roasters, Intel, and others proposes that the
introduction of mindfulness to the workplace improves listening and decision -making skills,
focus, decreases stress levels and elevates overall well-being (Schaufenbeuel, 2015). These
indicators, suggesting a relationship in increasing workplace well-being and performance with the
practice of mindfulness by individuals, lead us to next explore the concept of mindfulness itself.
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Mindfulness
Mindfulness is a state of awareness in individuals distinguished by enhanced attention
skills, while maintaining a receptive and non-judgmental perspective to internal and external
events (Malinowski & Lim, 2015, Hulsheger et al., 2012).
Rich Fernandez, senior people development lead at Google share that Mindfulness has been
seen as a "practised well-being" wherein calmness, mental clarity, enhanced decision making,
creativity, emotional intelligence and emotional regulation are outcomes of its application (Rees,
2016). Mindfulness stems from mindfulness meditation, which is a centuries old Buddhist mental
training method which alleviates suffering while developing compassion, wisdom, and insight
(Silananda, 1990, cited by Janssen, et al., 2018). Mindfulness involves observing and describing,
yet not judging and reacting to present experiences (Baer et al., 2006, Cited by Geisler et al., 2018).
This moment-to moment awareness of one's experiences without judgement, is considered as a
state, and not a trait (Davis, 2011).While this state may be promoted by certain activities such as
meditation, it should be noted that it should not be mistaken as synonymous (Davis, 2011). Often
associated with traditions, mindfulness has experienced a surge of research activity across several
disciplines including; clinical and counseling psychology, neuroscience, medicine, and education
(Dane, 2013). This interest often revolves around the study of correlation between mindfulness
and psychological and physical well-being (Dane, 2013).
In 1989, Langer and Moldoveanu first introduced mindfulness into the area of business
when they discussed its benefits in managers and workers wherein mindfulness was associated
with increased creativity and decreased burnout. Weick and Roberts, further pushed the idea of
mindfulness in management discourse and literature (Weick & Roberts, 1993, cited by Good et
al., 2015). This increasing interest in mindfulness in management seem to stem from multiple
benefits such as positive impact on human functioning and better workplace functioning- both of
potential to the field of management (Good et al., 2015).
Constructs Related to Mindfulness
In this section, we will discuss most common constructs related to mindfulness,
specifically; organizational mindfulness, mindful organization, and individual mindfulness.
Through the definition of these different concepts, we find contrasts in their constructs, and
ultimately arrive to the mindfulness type of which this study will actively pursue.
Organizational Mindfulness
In their study of organizational performance which required high reliability in
organizations, Organizational mindfulness has been introduced as a key aspect in maintaining
constant reliability (Weick & Roberts, 1993). In this sense, organizational mindfulness is defined
as "the extent to which an organization captures discriminatory detail about emerging threats and
creates a capability to swiftly act in response to these details" (Weick et al., 1999; Weick &
Sutcliffe, 2001; Weick & Sutcliffe, 2007, cited by Vogus & Sutcliffe, 2012). Mindfulness in this
construct enables organizations to make reliable decisions in the face of challenges. As this type
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of mindfulness involves key decision makers, it's practice is commonly applied to top
administrators. Three claims regarding organizational mindfulness include: (1) it is a top-down
process; (2) it creates context for thinking and action on the front line; and (3) like culture, it is an
enduring property of organization (Ray et al., 1991, cited by Vogus & Sutcliffe, 2012).
Mindful Organizing
Unlike Organizational mindfulness, wherein the process of mindfulness is ingrained in the
organization’s culture or characteristics, mindful organizing on the other hand deals with changing
processes and situations. In this case, it is more of a dynamic operation which attend to specific
ongoing actions, thus seen as a social process (McPhee et al., 2006, cited by Vogus & Sutcliffe,
2012). This process is based on extensive real-time communications between organization
members in meetings, collaboration (Schulman, 1993; Weick et al., 1999, cited by Vogus &
Sutcliffe, 2012). This construct therefore is made up of three claims: (1) it results from a bottomup process; (2) it enacts the context for thinking and action on the front line; and (3) it is fragile
and needs to be continuously re-accomplished (Vogus & Sutcliffe, 2012). These two types of
mindfulness, that of organizational mindfulness and mindful organizing trace their roots to
Individual mindfulness. In the proceeding section we focus on this construct and differentiate
eastern and western perspectives.
Individual Mindfulness, State & Trait Mindfulness
Individual mindfulness is largely seen through two perspectives- that of Eastern and
Western persuasions. The often referred to western perspective of mindfulness is derived from
Langer (1989), which posits that mindfulness is a variant of an information-processing approach
(Vogus & Sutcliffe, 2012). Thus stated, it is largely from this perspective we can derive the notion
of mindfulness organizing and organizational mindfulness- as related in the sense that they form
constructs of mindfulness which affect decision making and social interaction within
organizations.
The Eastern perspective of individual mindfulness, on the other hand, is derived from
centuries old Buddhist mental training methods which alleviates suffering while developing
compassion, wisdom, and insight (Silananda, 1990, cited by Janssen et al., 2018). From this
perspective, individual mindfulness is " a receptive attention to awareness of present events and
experience occurring both internally and externally (Brown & Ryan, 2003, cited by Vogus &
Sutcliffe, 2012). Individual Mindfulness, while separate from organizational mindfulness and
mindful organization, in itself has different understandings regarding its' concept and definition.
Various literature have referred to individual mindfulness in different traits, processes,
applications, and constructs (Glomb, 2011).
When discussing individual mindfulness, it is often categorized in two separate
perspectives, that of Trait mindfulness and State mindfulness. It has been suggested that
mindfulness levels, or tendencies toward mindfulness vary from person to person. This implies
that people have a trait-like tendency towards mindfulness very much like personality traits
(Brown & Ryan, 2003, cited by Glomb, 2011). This Trait mindfulness though, may be cultivated
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with training and practice. State mindfulness on the other hand, refers to the individual moment to
moment awareness of one's experience which is distinct from trait (Davis & Hayes, 2011). State
mindfulness therefore, are temporary conditions which individuals experience after mindful
activity.
Mindfulness in this Study
The previous sections of the paper sought to outline different constructs related to
mindfulness in the hope of identifying which perspective may be of great consequence to the
study’s goal. As earlier stated, the goal of the study is to explore whether mindfulness may have
some consequence on employee workplace well-being, thereby positively affecting workplace
performance and productivity. Based on the discussion of the differentiation of different
mindfulness constructs, Individual Mindfulness specifically that which is rooted in or developed
from Eastern perspective may been seen as the best fit in this study as studies of individual
mindfulness have shown that mindfulness "curtails negative functioning and enhances positive
outcomes in several important life domains, including mental health, physical health, behavioral
regulation, and interpersonal relationships" (Vogus & Sutcliffe, 2012, p. 723).
The correlation between mindfulness in individuals and well-being has been seen a factor
of the upsurge of this concept across several disciplines (Dane, 2013). It is this same notion why
individual mindfulness has found itself thrust from a largely obscure Buddhist concept, into
mainstream psychotherapy construct (Davis & Hayes, 2011). Indeed, when discussing
mindfulness in regards to psychotherapy, it is this Individual Mindfulness, stemming from
Buddhist traditions that is being referred to (Mace, 2007), as opposed to the other preceding
typologies. This study draws heavily on the definition of Glomb et al., (2011) which states that
"mindfulness is a state of consciousness characterized by receptive attention to and awareness of
present events and experiences, without evaluation, judgment, and cognitive filters" (Glomb et al,
2011). This echoes the most commonly cited definitions of mindfulness as that of Kabat-Zin:
“paying attention in a particular way: on purpose, in the present moment, and nonjudgmentally”
(Kabat-Zinn, 1994, p. 4). This definition is trait-based as opposed to state. This distinction sees
mindfulness as a concept which could be cultivated or enhanced through practices and training in
individuals (Glomb et al., 2011).
Relationship of Mindfulness and Well-being
As the concept of mindfulness in management research is relatively new, it is prudent to
include in this study, existing research which will support that mindfulness may have a relationship
with well-being. Research in other areas such as medicine, psychology and neuroscience have
provided evidence of its positive affects towards cognition, emotion, attention, behavior and
physiology (Good et al., 2015). The positive effects on these aspects have made mindfulness a
primary element in various clinical interventions such as serving as a therapeutic tool for medical
patients in helping manage chronic illness (Kabat-Zinn. 2003). This is further supported by
empirical evidence which indicate that the promotion of mindfulness could positively influence
the therapeutic course and treatment in patients (Grepmair et al, 2007). Meta-analysis have
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indicated that mindfulness practices have been found to have a strong effect on well-being
outcomes (Eberth & Sedlmeier, 2012).
In sum, the present research regarding the effects of mindfulness on well-being, and
specifically workplace well-being offer that a relationship between these two constructs may be
present and merit further exploration. This is especially true in contexts still relatively new to the
concept of mindfulness, such as business and management research, since the majority of past
studies have been in the realm of clinical psychology, neuroscience and medicine. While studies
regarding the effects of mindfulness on well-being may be substantial, it has been suggested that
very little empirical research has investigated workplace mindfulness (Dane & Brummel, 2013).
What little research done on the relationship of mindfulness and well-being in the workplace also
present challenges, as most of the evidence from studies conducted have come from laboratories
with non-workplace samples. This may prove problematic as the specific contexts of the workplace
environment are very different from the context culled from non-management-based studies.
Furthermore, tackling the mindfulness-well-being relationship in the workplace may require
identifying context-appropriate mechanisms for better understanding. This study proposes to add
to the body of knowledge in regards to these particular research gaps.
Framework and Methodology
This research paper progresses with Trait-based Individual Mindfulness as the specific
construct which will be studied and discussed. As the sample to be evaluated for mindfulness may
have no experience or knowledge of mindfulness, this further supports this research to focus on
trait mindfulness as opposed to state. Through the review of literature, mindfulness has been
adapted as interventions for organizational traits and specific practices administered in clinical
psychology. Though there have been numerous studies of mindfulness in work settings, specific
studies of mindfulness, its effects on workplace well-being in the context of employees in
Philippine organizations has proven to be lacking to date.
Good et al., in their review article on mindfulness at work, presents an integrative
framework of which the report is built around. This framework outlines how mindfulness has
impact on functional areas of cognition which in turn influences a wide variety of workplace
outcomes (Good et al., 2016). This is outlined on figure 1.
The same article from which this framework on figure 1 was introduced by Good et al.,
also present some issues arising from methodological limitations on the study of mindfulness.
Much of the experimental evidence on mindfulness have emerged from laboratories with nonworkplace samples, which raises questions of generalizability (Good et al., 2016). Mindfulness at
work remains an emerging area that would benefit from exploratory qualitative and cross-sectional
methods in work settings (Good et al., 2016). Although there is some evidence of mindfulness and
workplace well-being, these have often been derived from studies outside of management (Good
et al., 2016). Further study of mindfulness the mechanisms by which mindfulness influences
workplace well-being, specifically in employees may provide fresh insights and open new
direction of its study, in the area of management.
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Figure 1. Integrative Framework Relating Mindfulness to Workplace Outcomes
(Good et al., 2016)
This framework outlines how mindfulness can affect attention which downstream and
influence functional domains of cognition, emotion, behavior and physiology (Good et al., 2016).
This process sequentially influence workplace outcomes. The core workplace outcomes include
performance, relationships, and well-being (Good et al., 2016).
This paper's main intention is to explore how trait-based individual mindfulness may be
correlated to workplace well-being. This paper therefore concentrates specifically on the
workplace outcome of well-being which takes place in the individual subjective level. Other
workplace outcomes such as performance and relationships involve external factors which
individuals interact with. The workplace outcome of relationships deal with the fact that core areas
of organizational science is relational which includes leadership, teamwork, inter-firm
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partnerships, and coordination (Good et al., 2016). Performance is based on citizenship behaviors,
tasks, jobs (Good et al., 2016). Literature have offered that antecedents for employee well-being
include the work setting (Danna & Griffin, 1999, cited by De Simone, 2014). This suggests that
work setting, of which relationships and performance may be seen as mechanisms of, is a factor
which could affect well-being. Relationships at work with superiors, colleagues, and subordinates
have also presented as having an impact on workplace well-being, as the quality connections has
been found to be integrally related to well-being (Spreitzer et al., 2005 cited by De Simone, 2014).
The core workplace outcome of performance presented by Good et al., may similarly be
categorized as part of the antecedents of well-being as it includes tasks, and jobs assigned to the
employee. Part of this paper's rationale is that the increase of well-being levels of employees in
the workplace may in turn, improve employee performance. The integrative framework of Good
et al. outlines the sequential processes which occur when mindfulness is introduced in work
situations. Accordingly, mindfulness affects the functional domains of cognition, emotion,
behavior, and physiology which downstreams to affect the three core workplace outcomes of
performance, relationships, and well-being. The framework illustrates these as separate outcomes
which suggests that they can be separately explored as they may be significantly be affected
differently and independently by mindfulness. The objectives of this paper clearly stipulate that
the relationship between mindfulness and one of the core workplace outcomes which is well-being
is to be explored. While future direction of this research may look into increased performance in
the workplace (indeed this was also included in the rationale of this paper), at this point the aim is
to assess the levels of workplace well-being and levels of trait-based individual mindfulness in the
respondents. This will serve as a jumping off point wherein external forces which affect the other
core outcomes such as performance and relationships may be explored in future studies.
In sum, this paper draws on the above framework which postulates that well-being
(physical, psychological, and behavioral) is a core workplace outcome of individual trait-based
mindfulness. Stemming from this rationale, the main theoretical constructs of this study at this
point, will only include trait-based individual mindfulness and workplace well-being.

Figure 2. Conceptual Framework
Research Hypothesis
As this study’s main intention is to address whether the relationship between individual
trait-based mindfulness and workplace well-being is present amongst the chosen sample, the
following hypothesis is offered:
H1. Trait-based individual mindfulness levels amongst members of DLSU RVR-COB faculty are
positively associated with levels of their workplace well-being.
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Methodology
As this study serves as basis for explorative research into the construct of mindfulness and
workplace well-being, the research design was rooted in descriptive research as it can be a
forerunner to the exploratory domain. The object of descriptive research is ‘to portray an accurate
profile of persons, events or situations’ (Robson, 2002, p. 59. cited by Saunders et al., 2010). A
self-report quantitative survey was be utilized to compare and evaluate employees of the Ramon
V. del Rosario College of business (RVR-COB) of De La Salle University Manila (DLSU).
Quantitative methods were employed to see whether correlation between trait-based individual
mindfulness and workplace well-being exist in the context of the participants' shared employer.
Quantitative research design focuses on analysis of the research problem to explain the patterns of
relationships between variables (Saunders et al., 2009). The evidence drew largely from survey
questionnaires. The first part of the questionnaire involves the basic profile of participants. items
included were sex, age. employment type (full-time or part-time), years employed, and home
department within RVR-COB. The second and third parts dealt with measurement of trait-based
individual mindfulness and job-related affective well-being.
Sampling Design Respondents of the Study
In order to gather data in line with the objectives and research questions of this study, a
non-probability sampling method was implemented. Non-probability sampling (or non-random
sampling) is a technique requires that a sample be selected based on specific objectives and
questions raised by the study (Saunders et al., 2010). The selection of samples is largely based on
the subjective judgement of the researcher which makes it a good choice for exploratory stages of
research (Saunders et al., 2010). For non-probability sampling techniques, this issue is ambiguous
and, unlike probability sampling, there are no rules (Saunders et al., 2010). It is often subjective
and based on what one wants to find out, what will be useful and can be done within one's available
resources (Patton, 2002, cited by Saunders, 2010). As the timeframe of collecting data was limited
to four days, given the deadline for this paper, this sampling technique proved to be the most
practical, given the circumstances. In line with the non-probability sampling method, the study
employed quota sampling to be able to have a balanced representation of respondents in regards
to their traits, characteristics, home departments and others. The choice of Quota sampling to be
utilized for this study follows the logic of the non-probability sampling techniques, in that it was
also somewhat based on the research questions, available resources and timeline. Yet this is not
entirely the whole reasoning. Quota sampling enables research to divide populations into specific
groups so that each group may be represented (Saunders et al., 2010). In the case of this study, I
wanted to have a good representation of each department and employee types. In regards to this
study, it was proposed that four (4) respondents would be required for each department of the
RVR-COB. The criteria for selection included, male or female, any legal age for employment, and
having been employed by the RVR-COB from less than a year to eight years and above. From the
four (4) respondents, two (2) should be full-time faculty and two should be part-time faculty. It is
hoped that this quota sampling may give the study insights on levels of trait-based individual
mindfulness and workplace well-being levels in terms of employee type, length of service, and
department. As there six (6) departments serving the RVR-COB, a minimum quota of 24
respondents were needed.
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De La Salle University Ramon V. del Rosario College of Business
"The RVR COB is a PRME Champion. The Principles of Responsible Management
Education (PRME) is an initiative of the United Nations Global Compact. The College is one of
26 universities around the world that was invited to be a PRME Champion"(‘General Information”,
nd). In line with DLSU's thrust on research, among the attributes of this premiere business school
is to be the school of choice for students, faculty, parents, and employers from business and
industry. The college's vision is set on producing "Lasallian professionals who are technically
competent, humanistic, socially responsible and sustainability- oriented business managers, and
leaders as befits products of a Lasallian and Catholic institution" (“Vision”, nd).
Full-time staff/faculty members of the Ramon V. del Rosario College of Business (RVRCOB) are required to tender at least forty (40) hours a week in the workplace, as stipulated on their
residency reports. This workplace situation puts the full-time faculty/staff in an ideal position to
serve as subjects for this study. As these individuals experience the work situations at the
department in regularity, unlike part-time staff/faculty who are contracted every term and
residency in the department is not stringently expected, the choice of full-time and part-time
workers will best exemplify workplace well-being levels.
Measuring Mindfulness levels in Individuals
Two of the most popular measurement instruments for mindfulness include Freiburg
Mindfulness Inventory and the Mindfulness Attention and Awareness Scale (Hyland, Lee, & Mills,
2015.) The Mindfulness Attention Awareness Scale (MAAS) was developed by Kirk Warren
Brown and Richard M. Ryan in 2003. It has been regarded as the most popular scale for measuring
mindfulness in positive psychology ("11 Mindfulness Questionnaires, Scales & Assessments for
Measuring", 2017). This scale treats mindfulness as a trait and has 15 items. It has been found to
be psychometrically sound to recognize those with various degrees of experiences with
mindfulness (Hyland, Lee & Mills, 2015).
The Freiburg Mindfulness inventory, developed by Walach, Buchheld, Buttenmüller,
Kleinknecht, and Schmidt in 2006 focuses more on feelings or beliefs rather than behavioral
aspects (Barajasa & Garrab, 2014). This scale has its limitations as it was developed with
meditation practitioners and may make it inappropriate for subjects who do not practice meditation
or unaware of mindfulness (Barajasa & Garrab, 2014).
For the purpose of this study, the MAAS was chosen as the primary tool to measure the
level of mindfulness of subjects. This is primarily because it can be administered briefly, treats
mindfulness as a trait and does not require potential subjects to be familiar with meditation
(Barajasa & Garrab, 2014) or mindfulness in general.
Measuring Workplace Well-being levels in Individuals
As previously discussed, workplace well-being in this study is limited to psychological
well-being at work. For this purpose, the utilization of Affective Well-Being to represent
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workplace psychological well-being was adopted. Affective well-being has been weighed as an
important component of psychological well-being (van Horn et al., 2004, cited by Russel &
Daniels, 2018). This has been largely been thought of because of AWB's relationship with various
workplace constructs such as job satisfaction, occupational success, job burn-out, etc. (Hofmann
et al., 2014 as cited by cited by Russel & Daniels, 2018). The measurement of AWB was conducted
by utilizing the Job-related Affective Well-being Scale (JAWS). JAWS, developed by van
Katwyk, Fox, Spector, & Kelloway (2000), has a full version of 30 items and a shortened 20 item
version. “ Each item is an emotion, and respondents are asked how often they have experienced
each at work over the prior 30 days. Responses are made with a five-point scale with anchors
Never, Rarely, Sometimes, Quite often, Extremely often or always. The JAWS includes a wide
variety of emotional experiences, both negative and positive“ (Spector, 2006). JAWS assesses pure
affects which are context specific which differs it from other job satisfaction scales (Uncu et al.,
2017). This enables the evaluation of a wide range of emotional reactions towards work (Uncu et
al., 2017).
Data Collection
The self-report survey questionnaires were personally handed to respondents themselves
or, handed to members of the department such as administrators or department secretaries for them
to distribute. The timeline for administering the survey and retrieving respondents’ copies spanned
four (4) days. Based on the DLSU website listing all registered faculty, the RVR-COB faulty
population numbers a total of 225 individuals. Per department, the distribution is as follows:
Accounting (43), Commercial Law (39), Decisions Science and Innovation (37), Financial
Management (28), Marketing and Advertising (36), and Management and Organization at (42)
faculty members (“Ramon V. del Rosario College of Business Faculty Profile,” n.d.).
A total of thirty-three (33) questionnaires were distributed to all departments. The survey
period ended after the fourth day, and further preparation and analysis of the date was made from
returned survey forms. Out of the 33 survey forms distributed, 21 were accomplished and returned
within the timeline specified for data gathering. The profile of returned forms from various
departments are as follows: Accounting (3), Commercial law (0), Financial Management (4),
Decision Sciences and Innovation (2), Marketing and Advertising (8), and Management
Organization (4).
Data Analysis (Statistical treatment of data)
The statistical treatment of the gathered data are as follows. Correlation coefficients, mean,
and frequency were presented to reflect the summary of the data of the descriptive study. The
relationships between the presented variables, based on the responses of the sample population
were be determined through inferentials through correlations. Descriptive statistics from the
gathered data were recorded in the results section of the paper along with tables as needed.
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Ethical Considerations
The researcher ensured that procedure set by the university in regards to ethical
considerations were implemented in the gathering of data. General Research Ethics and human
participants checklist forms from the university Research Ethics office were accomplished (See
Appendix B and C). An informed consent form (ICF) was provided along with the questionnaires
to participants of which explained the purpose of the instrument as well as their rights (See
Appendix A). Invited participants were free to agree or disagree in participating in the study.
Anonymity and confidentiality were ensured by the study by not requiring the divulging of names
on the questionnaires.
Results and Discussion
This section holds the results of data gathered as analyzed through statistical methods. This
report will include the interpretation of the data as processed and analyzed in relation to the
objectives of the study. The results will be presented as such: it shall start with a descriptive
analysis of respondent profile, as well as reports on the average levels of trait-based individual
mindfulness and workplace well-being of the respondents. This will be followed by inferentials
through correlation statistics.
Table 1
Profile of Respondents
Profile Category
Gender
Male
Female
Age
20-30
31-40
41-50
51-60
61 and above
Department
Accounting
Commercial Law
Decision Sciences & Innovation
Financial Management
Marketing & Advertising
Management & Organization
Department
Accounting
Commercial Law
Decision Sciences & Innovation
Financial Management

n

%

19
2

90.00
10.00

4
1
7
4
3

21.05
5.26
36.84
21.05
15.79
3
0
2
4
8
4

3
0
2
4

14.29
0.00
9.52
19.05
38.1
19.05

14.29
0.00
9.52
19.05
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Marketing & Advertising
Management & Organization
Years of Service
less than a year
1-3
4-7
8 and above
Employee Type
Full-time
Part-time

8
4

38.1
19.05

4
8
2
7

14.29
0.00
9.52
19.05

11
10

52.4
47.6

Table 1 reflects the profile of respondents included in this study. A total of 21 questionnaires were
returned within the timeframe of data gathering. There was a closely balanced number of full-time
and part-time respondents (11 and 10). Amongst respondents, majority were male with 19.
Amongst the departments, no data was gathered from the Commercial Law department as no
questionnaires were returned.
Average scores for TBIM and JRAW
The study's objectives were to gauge trait -based individual mindfulness and job-related
affective well-being levels amongst the faculty of the DLSU RVR-COB and to ascertain the
relationship between TBIM and JRAW levels. The self-report survey indicated that the participants
yielded an average score of (M=4.35, SD=.75) for levels of trait-based individual mindfulness.
This score indicates a higher than average level of TBIM levels found in the respondents. For Jobrelated affective well-being, the participants garnered a score of (M=3.96, SD=.53) again a higher
than average level for JRAW. Full-time faculty of the RVR-COB had lower JRAW scores (M =
3.88, SD = .65) than part-time faculty (M=4.06, SD=.36), t(21) = -0.78, p= 0.44. The difference
was not significant. Full-time faculty of the RVR-COB had lower TBIM scores (M = 4.12, SD =
.65) than part-time faculty (M=4.6, SD=.36), t(21) = -1.55, p= 0.14. The difference was not
significant.
Overall, Full-time faculty scored lower in terms of TBIM and JRAW as opposed to parttime faculty members. This may be because of the differences in tasks, residency and output that
are expected of full-time and part-time faculty. According to the DLSU Faculty Manual (20122015), full-time faculty need to render 40 hours weekly workload, which includes a minimum of
12 hours per week dedicated for teaching. Aside from teaching, full-time faculty are expected to
add to the research thrusts of the university by presenting, or publishing research papers at least
once every academic year. Full-time faculty are like-wise expected to engage in administrative
matters within their respective colleges. In contrast, part-time faculty are normally expected to
teach for 6 hours a week, and while research is encouraged, it is generally not mandatory for this
employee type. Part-time employees enjoy the privilege of flexibility in working hours as they are
only expected to come in during their teaching assignments. Research findings on flexible working
conditions afforded workers such as self-scheduling are likely to have a positive effect on wellbeing (Joyce et al., 2010). These differences between working conditions of the two employee
types may imply possible reasons why the results of average scores of TBIM and JRAW are so.
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From the interpretation of the gathered data, the respondents had above average levels of
both TBIM and JRAW, which indicates that RVR-COB faculty generally have an above average
rating in terms of these two. This is does however leaves room for improvement as the average
scores, while above average can still be improved. This may be explored after further study on
mindfulness and well-being be conducted and interventions may be introduced. The implications
of these are yet to be ascertained though, as this study lack data to compare these scores to other
colleges within the university.
Table 2
Ranked Mean of Categories for Trait-based Individual Mindfulness
Category
Mean
SD
Gender
Male
4.35
0.78
Female
4.30
0.52
Age
60-70
4.98
0.51
50-59
4.37
0.57
40-49
4.18
0.77
25-29
3.82
0.63
Years of Service
less than 1 year
4.72
0.91
8 years and above
4.66
0.47
4-7 years
4.60
0.42
1-3 years
3.80
0.75
Department
FMD
4.72
0.93
DSI
4.40
0.66
MAD
4.38
0.93
AC
4.16
0.44
MOD
4.05
0.52
Table 2 presents the ranked mean, in regards to TBIM, of profile categories such as age, gender,
years of service, and department respondents belong to. The differences between categories were
not significant. Gender (p=0.92), years of service (p=0.10), department (p=0.81), and age (p=0.15).
The results seem to suggest that older respondents have a higher tendency for TBIM, this reflect
earlier research which state that older individuals demonstrate a greater tendency to focus on the
present moment (Mogilner et al., 2011, cited by Alispahic & Hasanbegovic-Anic, 2017).
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Table 3
Ranked Mean of Categories for Job-related Affected Well-being
Category
Mean
Gender
Male
4.0
Female
3.63
Age
60-70
4.18
25-29
4.01
40-49
3.98
50-59
3.56
Years of Service
less than 1 year
4.18
4-7 years
4.08
8 years and above
3.94
1-3 years
3.90
Department
AC
4.20
MAD
4.12
FMD
3.85
MOD
3.80
DSI
3.53

SD
0.49
1.02
0.40
0.58
0.52
0.63
0.30
0.11
0.55
0.67
0.53
0.50
0.67
0.27
0.88

Table 3 presents the ranked mean, in regards to JRAW, of profile categories such as age,
gender, years of service, and department respondents belong to. The differences between
categories were not significant. Gender (p=0.36), years of service (p=0.80), department (p=0.80),
and age (p=0.48). Of note is the from amongst the 6 departments who participated, the Accounting
Department had the highest average score for JRAW. This is noteworthy and may merit additional
study regarding the practices, and workplace conditions of this department.
The above tables also report that faculty members who have been employed for less than
a year generally have higher TBIM and JRAW scores than their counterparts. A possible
explanation of these results may have to do with the tenure curve. The tenure curve has recently
been introduced as a trend in many organizations hoping to understand employee engagement at
different points of tenure (Harris, 2017). The tenure curve suggests that engagement is U shaped.
This means that employees are usually at their highest levels of engagement in the workplace at
the less than one year point. This is likely to be related to the novelty and optimism of a new
workplace (Harris, 2017).
Test of Relationship
The Shapiro-Wilk normality test revealed that the distribution of JRAW_AVG scores is
normal (SW=.954, p=.416). The Shapiro-Wilk normality test revealed that the distribution of
TBIM_AVG scores is normal (SW= .977, p= .879). Job-related affective well-being and trait-
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based individual mindfulness average scores for the sample population were moderately
correlated, r(198) = .50 and were not significant (p=.02).
Various studies regarding the relationship of Mindfulness and workplace well-being, while
relatively substantial, are not without challenges. There is disagreement on how mindfulness
should be operationalized and defined (Englund-Helmeke, 2014). While there are numerous
instruments of measure regarding mindfulness levels aside from MAAS, these instruments vary
which may prove problematic for an accepted method of measurement. A viable alternative may
be to use an instrument which combines essential features of these different instruments such as
the Five Facet Mindfulness Questionnaire (FFMQ) by Carmody and Baer (2006) (EnglundHelmeke, 2014).
The integrative framework by Good et al. from which the conceptual framework of this
study was based on, included core workplace outcomes aside from workplace well-being. These
are performance and relationships. Though initially this study decided to only include workplace
well-being as the main outcome of mindfulness, it may be argued that performance and
relationships may have influence and have effect on the overall perspective of workplace wellbeing in individuals. As the workplace includes one's tasks, job, social interaction, leadership etc.,
the non-inclusion of these outcomes in accounting for workplace well-being may have had an
effect on the lack of correlation results.
Conclusion and Recommendations
This study sought to appraise the trait-based individual mindfulness and job-related
affective well-being levels amongst the faculty of the DLSU RVR-COB in order to have a clearer
picture of the college's situation in regards to these constructs. The study was able to meet the
objectives of assessing the overall levels of trait-based mindfulness and job-affective well-being.
Though the sample was below the targeted quota, some initial insights on TBIM and JRAW levels
may yet prove useful in directing further research into this area. The results ascertained that from
the data gathered, no significant relationship has been proven among TBIM and JRAW in the
context of the DLSU RVR-COB faculty, the results nevertheless open new avenues in regards to
the re-assessment of constructs and measurement which may result in better strategies for further
research actions. It is hoped that this appraisal may serve as basis for future studies in the area of
mindfulness and well-being in the context of academic organizations such as the RVR-COB.
It would be of interest to compare the different results with other similar organizations or
other DLSU departments to determine how RVR-COB faculty match in terms of TBIM and RJAW
levels. These could possibly further direct the research in looking at contextual conditions in areas
of management which could add to knowledge creation in this area.
The results for correlation yielded that JBIM has no significant direct effect of JRAW.
While the results seem to contradict earlier presented literature, this indicates that some
adjustments in the instruments of measurement or the sample population is in order. The
measurement of trait-based individual mindfulness is not without obstacles as trait mindfulness is
faced with the challenge of respondents measuring a psychological construct which usually
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manifests itself in the moment. It may be prudent to explore other instruments for measuring TBIM
such the five-facet mindfulness questionnaire (by Baer et al. 2006) which follows MAAS in
number of Google scholar citations (2,815) (Medvedev. 2017). Another alternative would be the
Kentucky Inventory of Mindfulness Skills (KIMS) (by Baer et al. 2004) which follows in Google
scholar citations with 1,525 (Medvedev. 2017). It is also recommended that this study be replicated
to include a larger sample. The limitations on time for administering and gathering questionnaires
also led to the fact that the quota for the non-probability sampling method was not achieved.
As earlier stated, a minimum number of 24 was proposed for the study. At the end of the
timeline for administration and collection of data, only 21 survey questionnaires were returned. As
the conceptual framework of this study opted to only include the core workplace outcome of wellbeing, it is also recommended that the inclusion of the other core workplace outcomes such as
performance and relationship as presented in Good et al.’s integrative framework be added to the
construct of workplace well-being. These outcomes may together better define the workplace wellbeing-mindfulness relationship.
This study hopes to be of significant contribution to the academe as well as organizational
management research. While relatively still at its infancy, this study may serve as basis for a
rationale for DLSU to conduct further investigation in regards to the place of trait-based individual
mindfulness and workplace well-being in the management of human resources. As there has been
few studies on mindfulness in the workplace, this study may serve as basis for future researchers
who wish to further contribute in this particular area towards the improvement of the quality of
workplace well-being.
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Abstract
The study will determine the level of student satisfaction of students under the College of Business
Education and it will be correlated to their academic performance. This study will focus on the
student satisfaction of business management courses in Northwestern University. The courses
under study are Bachelor of Science in Administration, Bachelor of Science in Hotel and
Restaurant Management, Bachelor of Science in Accountancy, Bachelor of Science in Tourism
and Bachelor of Science in Office Administration.
Key Words: Student satisfaction; academic performance

Background of the Study/Rationale
The primary purpose of higher education are creation of knowledge and dissemination for
the development of world through innovation and creativity. Students are considered the customers
of universities. Thus, these higher education institutions are placing greater emphasis in meeting
the expectations of students. Completion and enhancement of their education are the major reason
for the existence of these institutions. This positive development in higher education shows the
importance of educational institutions understanding student satisfaction in a competitive
environment. Last 2016 Parilla conducted a study about the relationship of academic performance
and student satisfaction in a Manila-based Philippine University. The results showed that academic
performance is highly related to student satisfaction. That is the more satisfied the students are,
the more that they achieved high performance academically. Student satisfaction is the level of
students’ perception on getting their money’s worth. The value of their money is at par or even
higher on what they are getting in their respective Universities. Satisfaction is derived therefore in
understanding their wants and needs and finding ways on how to answer these needs and trying to
provide improvements to fulfill the students’ needs and wants.
Students’ satisfaction is a short-term attitude. This is a result of their evaluation of their
education experience. Elliot & Shin define student satisfaction as students’ disposition by
subjective evaluation of educational outcomes and experience. It can be further explained as a
function of level of experiences and performance about educational services. From professor
303 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

lectures, guidance services, and from enrollment to their graduation, which means the entirety of
their experience with the institutions.
On the other hand, academic performance is a complex student behavior and underlies
several abilities such as memory, previous knowledge, or aptitude, as well as psychological factors
such as motivation, interests, temperaments, or emotions. Educational psychologists and
researchers have argued that there are many determinants of academic performance.
Many studies show that student satisfaction is highly related to academic performance. It is
proven that students perform better if they see that school provide them sufficient tangibles and
intangibles things. Competing through market-oriented strategies has been dominant with higher
education institutions. They have to be differentiated from other institutions to attract as many
students as possible satisfying current needs and expectation.
The same objective as that of the 2016 study, this research has important implications to both
the administrators of the University and the students. Regardless of perspective, a clear
understanding of the relationship of the student satisfaction and academic performance would help
generate strategic recommendations in the improvement and satisfaction of the different services
given to the students of College of Business Education.
Conceptual Framework
This study will be guided by the research paradigm in Figure 1 below.
Input

Process

Output

Student Satisfaction

a. Vision, mission,
goals and
objectives;
b. Faculty;
c. Curriculum;
d. Support to students;
e. Research;
f. Library
g. Physical plant and
facilities
h. Laboratories?

Academic Performance of
COBE students

Correlation of Student
Satisfaction and Academic
Performance

Development Strategy on how to
Improve Academic Performance
of COBE students

Figure 1. Research Paradigm
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Research Objectives/Problem
●

What is the level of student satisfaction at College of Business Education in terms of:
a. Vision, mission, goals and objectives;
b. Faculty;
c. Curriculum;
d. Support to students;
e. Research;
f. Library
g. Physical plant and facilities
h. Laboratories?
●
What is the academic performance of the students of COBE?
●
Is there a relationship of academic performance and student satisfaction at College of
Business Education?
●
What are the strategic recommendations to improve on the student satisfaction at the
College of Business Education?
Scope and Delimitation of the Study
This study will focus on the student satisfaction of business management courses in
Northwestern University. The courses under study are Bachelor of Science in Administration,
Bachelor of Science in Hotel and Restaurant Management, Bachelor of Science in Accountancy,
Bachelor of Science in Tourism and Bachelor of Science in Office Administration.
Moreover, this study shall focus on the dimensions of student satisfaction such as school
facilities, student services departments such as Registrar’s Office, Guidance, and Office of Student
Affairs and quality of instruction.
Lastly, the academic performance of the students shall be based on the last general weighted
average received on the last semester attended.
Significance of the Study
The study will help the administration of Northwestern University recognize the
importance of student satisfaction in any University for it has an effect to academic performance
of students. This can aid them formulate the appropriate strategies that can improve its facilities,
services and more importantly its quality of instruction. Also, it will be beneficial to students
because their suggestions on different dimensions of student satisfaction will be aired out. Lastly,
this study will be important to the academic community for different policies will be born out of
this research.
Review/Survey of Literature
In a study by Parilla (2016), he tested the same variables student satisfaction and academic
performance. The results of the study was that student satisfaction in terms of school facilities,
305 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

student services departments, other services, and quality of instruction is SATISFACTORY..
Moreover, Academic performance is affected by student services department, other services, and
quality of instruction but not school facilities. Lastly, overall student satisfaction was correlated
with academic performance.
On the other hand, a study by Dhaqane (2016) revealed that that satisfaction promotes both
academic achievement and retention of the student. It was emphasized that graduating or getting
academic degree is not all of success, but satisfaction was also part of it. There are many who
achieved highest levels of academic success but did not enjoy their time to study. One study done
by Allama Iqbal Open University suggested that the satisfaction of a student can be determined
from his level of pleasure as well as the effectiveness of the education that the student experiences.
In this regard, satisfaction can be considered as the act of satisfying a need or desire in achieving
a planned goal.
Moreover a study by Apam et.al. (2017) revealed that there are several factors reflects the
performance of students. These factors are students’ satisfaction on the enthusiasm, intellectual
stimulation of teachers, positive feedback, and availability of the teacher to students (mentoring
and advising). The time spent by students in their own studies was also proven to be an effect tool
for achieving or improving the performance of students.
On one study conducted by Ridzuan et.al. suggest the 3 independent variables independent
variables namely satisfaction with placement, facilities and relationship are related to academic
performance. The students at this University are most satisfied with their relationship with the
academic and non-academic personnel and it greatly impact their academic performance. Also, the
findings indicated that the right placement of students are important to increase the students’
academic performance.
A study by Martirosyan (2014) found out also that there is strong relationship between
student satisfaction and academic performance. Armenian students who reported better satisfaction
with their overall college experience had higher grade point averages than those with low
satisfaction.
There are many researches about student satisfaction and academic performance, all of
them suggest the same results, student satisfaction impacts academic performance of students.
Research Methodology
In this study, the researchers will use descriptive-correlational method of research. The
descriptive method lets the researchers describe a subject at the time of the study through the data
collected which is the level of student satisfaction. This study is also correlational research because
it will try to correlate student satisfaction and academic performance.
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Sources of Data
The researchers designed the questionnaire that will be distributed to the respondents. There
are two parts of the questionnaire. For the first part, the demographic profile; and for the second
part, the level of satisfaction in terms of the four aspects: school facilities, student services
department, other services, and quality of instruction.
Another method used by the researcher in data gathering is the focus group discussion. There
will be eight (8) runs of the focus group discussion with two runs for each course being studied.
Lastly, the norms of interpretation for the data analysis are as follows:
4.00 to 3.25 Very Satisfied (VS)
3.24 to 2.50 Satisfied (S)
2.49 to 1.75 Unsatisfied (US)
1.74 to 1.00 Very Unsatisfied (VUS)
Data Gathering Procedures
The researchers has always been interested in the topic of student satisfaction and academic
performance since they had been in the academe for the past 20 years. The researchers will
coordinate regarding the available time of students and preferred medium of survey. The
respondents from the different departments will only include regular 2nd year to 4th year students
of the college.. A standard survey instrument would be used for the study. To measure student
satisfaction, a survey based from the self-survey questionnaire of PACUCOA was created.
On the other hand, academic performance will be based on the existing records of the
students which will be gathered at Registrar’s office.
Population and Sample
The College of Business Education is taken as the sample of the study. There are three
courses in this business school. This study will used Slovin’s Formula to get the desired number
of respondents. The following is the computation of respondents:
N = 875 students
e = 1%
This study therefore, will survey 804 business students. The breakdown of students will be:
Course
Population
Sample
BSBA
130
119
Hospitality Management
685
629
Accountancy
60
55
Total
875
804
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The statistical treatment to be used for the level of student satisfaction is weighted mean and
to find the relationship between the student satisfaction and academic performance the researchers
will used Pearson correlation.
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Abstract
A local college in Angeles City, Philippines uses manual system for faculty performance
appraisal. This performance appraisal is usually conducted twice every academic year. The
proponents of this applied research feel the urgent need for the local college to develop a functional
program that could facilitate an efficient, cost-effective but reliable process of faculty performance
appraisal. The Agile Extreme Programming (XP) software development methodology has been
utilized. XP uses an object-oriented approach as its preferred development paradigm and
encompasses a set of rules and practices that occur within the context of four framework activities:
planning, design, coding, and testing. The developed functional program satisfied the respondents’
understanding about the attributes of a quality system. The application may not be sophisticated –
thus, it is cost-effective, without compromising reliability of results. The objectives of an efficient
and reliable faculty performance appraisal have been satisfied. The development, the eventual
implementation and the furtherance of this application is a good start in the advocacy of egovernance as one of the academic thrusts of the local college.
Keywords: E-APPRAISALapp, faculty performance appraisal, agile extreme programming,
functional program, e-governance

Introduction
The City College of Angeles (a local college in Angeles City, Pampanga, Philippines) uses manual system for faculty performance appraisal. This performance appraisal is usually
conducted twice (at the end of each semester), every academic year. The institute deans, academic
program coordinators and the Vice President for Academic Affairs, observe classes of faculty
members who are within their respective jurisdictions, to effect the said appraisal.
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Tyler and Taylor (2010) asserted that faculty performance appraisal has become a
prevailing topic in academic reforms and teachers can obtain information from evaluation and
consequently progress new skills, increase long-run effort, or both.
Also, instructor classroom observations take numerous forms, measure diverse facets of
teaching, and differ significantly in their execution. To wit, there may be applications purchased
from software vendors that comes with rater training and scoring. However, the degree to which
observations can or should be used for specific purposes rest on on the instrument, how that
instrument was developed, the level of training and monitoring raters obtain, and the psychometric
properties of the instrument. Researches propose that observation scores have been correlated to
important outcome measures such as student achievement (Gallagher, 2004; Kimball, White,
Milanowski, & Borman, 2004; Milanowski, 2004).
Finally, N. Shaikh and K. Kasat (2009) suggest to apply the e-governance in education.
The researchers trust that in the framework of electronic governance - such will result in improved
transparency, swift information distribution, advanced administrative efficiency and superior
public services in sectors including transportation, education, power, health, water, security and
the state administration and municipal services.
Based on the foregoing, the proponents of this applied research feel the urgent need for the
City College of Angeles to develop a functional program that could facilitate an efficient, costeffective but reliable process of faculty performance appraisal – through the “E-APPRAISALapp”.
This functional program ensures the accurate – that is, reducing (if not fully eradicating) errors in
calculations regarding the grand mean rating, with the corresponding adjective rating scale.
Software and hardware requirements, research instruments for the study and pertinent human
resource department information to complete the inquiries, are also incorporated.
Methodology
The study utilized the Research and Development Model and the Agile Extreme
Programming (XP) software development methodology during the system development, was
likewise used. In today's software industry, technological aptitude and ever-evolving client
requirements have steered to more complex software demands. Agile-based software development
is progressively being embraced by the software practitioners as it reassures early software
development and high value software products. Also, it offers receptiveness to changes in user
requirements, providing for their swift absorption during software development (Matharu, Mishra,
Singh, and Upadhyay, 2015).
Accordingly, Beck (1999) describes a set of five values that form a foundation for all work
performed as part of XP, and these are: communication, simplicity, feedback, courage, and respect.
Another, the Extreme Programming uses an object-oriented approach as its preferred development
paradigm and encompasses a set of rules and practices that occur within the context of four
framework activities: planning, design, coding, and testing (Pressman, 2010). Figure 1
demonstrates the XP process and notes some of the fundamental ideas and tasks that are linked
with each framework activity.
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Figure 1. The Agile Extreme Programming Process (Pressman, Roger. S., 2010. Software
Engineering, A Practitioner’s Approach. McGrawHill, USA.)
One of the key XP activities is planning. The planning activity begins with listening – it is
a requirements collecting activity that permits the technical members of the XP group to
comprehend the practical aspect of the program and to get a comprehensive impression for the
required output and major features and functionality. Another is: XP design – this activity
meticulously follows the “keep it simple” principle. A simple design is constantly preferred over
a more intricate representation. In addition, the design provides implementation guidance for a
story as it is written (nothing less and nothing more). The succeeding XP activity is coding wherein, after stories are developed and the primary design work is done, the team does not move
to code, but fairly develops a series of unit tests that will exercise each of the stories that is to be
involved in the current release. After the unit test has been produced, the developer is better able
to focus on what must be implemented to pass the test. Once the code has been completed, it can
be unit-tested straightaway, thereby providing immediate response to the developers. Finally, the
testing activity – it is said that the creation of unit tests before coding begins is a crucial element
of the XP approach. Whenever the individual unit tests are systematized - integration and
validation testing of the system can happen on a regular interval. This affords the XP team with an
incessant indication of development and also can raise warning flags promptly, if things may go
twisted (Pressman, 2010). It is worth mentioning that the aforesaid XP planning activities and
pertinent principles guided the researchers in the completion of this project.
Requirements Specifications Analysis
This part of the paper expounds the attributes of the functional program, which were
identified from the human resource department (HRD) of the local college. Below, recapitulates
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the apparent features from gaining access into the system until the display of end-result through
the use of the application.
1. Access into the E-APPRAISALapp. This application is basically a functional program
(Microsoft Excel-based). A password is required to gain access.
2. Encoding of ratings. The faculty evaluator may encode scores/ratings from a scale of 1 to
5. The grand mean is being calculated, with the corresponding adjective rating scale, after
the rater completed the input of scores. Scores encoded greater than five (5) and/or less
than one (1), shall be marked as ‘red’. Only scores of 1 to 5 (shall be automatically filled
with gray color when data were correctly encoded) are acceptable. And, majority of the
cells within the workbook is protected with a password.
3. Worksheets. Extra sheets are created/inserted or may be inserted within the workbook; the
number of worksheets included depends on the total number of teachers to be observed and
evaluated during their delivery of classroom instruction.
4. The output. After the scores and other pertinent entries had been posted, the program will
generate a report – which may be printed for filing purposes or may be sent (through
dropbox/email) to the human resources department and/or other school authorities.
Logical Specifications

Figure 2. Data Flow Diagram for E-APPRAISALapp
The data flow shows the main process of using the application. Once the
supervisors/deans/heads encoded the scores within the system [E-APPRAISALapp], using a
laptop computer or android mobile phone with MS Excel application - the record may be
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saved/stored inside the computer and/or the mobile phone or perhaps be forwarded (by means of
email/dropbox) to other authorities within the local college – such as the human resource director,
the Vice President for Academic Affairs or the College President. It is noteworthy that even in the
absence of internet connection, the program would work; internet is only required when the record
shall be forwarded (electronically) to other college authorities.
Physical Specifications
1. Software Requirements. The E-APPRAISALapp, as asserted beforehand, is a functional
program – meaning it is MS Excel-based. The basic software specification is the inclusion
of the MS Excel application within a laptop/desktop computer and/or android mobile
phone. The E-APPRAISALapp consist of algorithms that calculated the mean ratings, the
grand mean and the corresponding adjective rating scales, as show in Table 1.

Table 1
Grand Mean of Scores and the Corresponding Adjective Ratings
GRAND MEAN
5
4
3
2
1

ADJECTIVE RATING
Outstanding
Very Satisfactory
Satisfactory
Fair
Poor

2. Hardware Requirements
Table 2
Recommended Specifications for Hardware Requirements
DEVICE & EQUIPMENT
Operating System
Processor
Memory
Storage

RECOMMENDED SPECIFICATION
Windows 1.0
Intel(R) Core(TM) i5-6200U Processor @ 2.30GHz 2.40 Ghz
4GB DDR3L
1TB SATA HDD

Test Procedures
Before the release of E-APPRAISALapp – the functional program was tested with different
test procedures to ensure that the application will work with its intended function. Firstly, the
application was tested through “unit testing” – this is to ensure if the program provides the accurate
output per level of input; test data were utilized. The researchers did manual calculations and
compare with the data generated by the application. Secondly, the researchers conducted
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“integration testing” – the worksheets (per faculty included within the performance appraisal)
inserted within the workbook has been tested for accurate result. Thirdly is “system testing” –
wherein the application has been evaluated by the respondents based on functionality, reliability,
usability, efficiency, maintainability, and portability. Finally, "acceptance testing” has been
conducted – this is testing for the acceptability of the entire system, wherein the users made
assessments on the aspects of functionality, reliability, usability and efficiency of the system. In a
nutshell, acceptance testing answers the basic questions: Did the system delivered the user
requirements? Is the application ready for implementation?
Evaluation Criteria and Evaluation Procedures
Aside from the point that the researchers prepared structured interview questions (plus
observation) to collect facts in developing this research, various stakeholders (the respondents of
the study), had been allowed by the researchers to evaluate the application using the evaluation
tool/questionnaire that is based on International Organization for Standardization (ISO) 9126. ISO
9126 (Software Quality Assurance), is a quality model that determines which quality
characteristics shall be accounted for when evaluating the properties of a software product.
Moreover, there are six quality characteristics as defined in ISO 9126. First is “functionality” –
this represents the performance of the system, from executing the task required to keeping the
system safe from possible intrusions. Second is “reliability” – this refers to the degree to which a
system, product or component performs the specified functions under specified conditions, for a
specified period of time. Third is “usability” – this represents the degree to which a product or
system can be used by specified users to achieve specific goals, effectively and efficiently (with
satisfaction, too). Next is “efficiency” – this refers to the performance relative to the amount of
resources used under constrained conditions. Fifth is “maintainability” – this represents the level
of effectiveness and efficiency with which a product/system could be modified for improvement,
or makes it possible to adapt to certain changes in the environment and/or user requirements. The
sixth quality characteristic based on ISO 9126 is “portability” – this attribute represents the degree
of effectiveness and efficiency with which a system, product or component can be transferred from
one hardware, software or other operational environment to another.
Results and Discussion
After the development of E-APPRAISALapp – the following screenshots from the
functional program are evident, based on identified features in requirements specification
analysis:
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Figure 3. The Icon of E-APPRAISALapp as Installed in a Laptop Computer
(the folder at the center of the image)
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Figure 4. Contents of the Folder for E-APPRAISALapp as Installed in a Laptop Computer
(as shown in Figure 3)
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Figure 5. Access of E-APPRAISALapp Prompts a Password
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Figure 6. User Interface of E-APPRAISALapp
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Figure 7. User Interface of E-APPRAISALapp with Erroneous Encoded Scores/Ratings
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Figure 8. User Interface of E-APPRAISALapp with Complete and Accurate Encoded
Scores/Ratings
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Figure 9. Portion of User Interface of E-APPRAISALapp with Showing the Comments and
Signatories Sections
It is apparent from the screenshots presented, particularly in Figure 7 that erroneous scores
(zero and any score greater than 5) would result in a red color mark (Figure 7). While in Figure 8
– correct entries (range of 1 to 5 scores) resulted to a gray color mark. The default color is “red”
for the ratings portal…however, the color would change to “gray” once am acceptable range of
scores were encoded; the cells would remain red until a valid score has been entered. The user
interface also include worksheets (name of faculty 1, 2 and 3 – located below the application)
which are intended for more than one (1) faculty member being evaluated.
Moreover, the functional program has been evaluated by a total of twenty-two (22)
respondents. The compositions are: 13 academic program coordinators, 3 I.T. experts, 3 institute
deans, the HRD director, the Vice President for Academic Affairs and the College President. The
system has been evaluated in terms of functionality, reliability, usability, efficiency and portability.
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Evaluation questionnaires were given to the evaluators where the Likert Scale has been
used to rate each of the characteristics of the functional program. The evaluation criteria were
explained very well to the evaluators.
Table 3
Assessment of Academic Program Coordinators
CRITERIA
MEAN
Functionality
4.57
Reliability
4.42
Usability
4.15
Efficiency
4.86
Maintainability
4.56
Portability
4.68
Total
4.54

DESCRIPTIVE RATING
Excellent
Excellent
Very Good
Excellent
Excellent
Excellent
Excellent

Table 4
Assessment of I.T. Experts
CRITERIA
Functionality
Reliability
Usability
Efficiency
Maintainability
Portability
Total

MEAN
4.57
4.42
4.15
4.86
4.12
4.68
4.47

DESCRIPTIVE RATING
Excellent
Excellent
Very Good
Excellent
Very Good
Excellent
Excellent

Table 5
Assessment of Institute Deans
CRITERIA
Functionality
Reliability
Usability
Efficiency
Maintainability
Portability
Total

MEAN
4.68
4.52
4.68
4.86
4.1
4.68
4.59

DESCRIPTIVE RATING
Excellent
Excellent
Excellent
Excellent
Very Good
Excellent
Excellent
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Table 6
Assessment of the HRD Director
CRITERIA
Functionality
Reliability
Usability
Efficiency
Maintainability
Portability
Total

MEAN
4
5
4
5
4
5
4.5

DESCRIPTIVE RATING
Very Good
Excellent
Very Good
Excellent
Very Good
Excellent
Excellent

Table 7
Assessment the Vice President for Academic Affairs
CRITERIA
MEAN
Functionality
4
Reliability
5
Usability
5
Efficiency
5
Maintainability
4
Portability
4
Total
4.5

DESCRIPTIVE RATING
Very Good
Excellent
Excellent
Excellent
Very Good
Very Good
Excellent

Table 8
Assessment the College President
CRITERIA
Functionality
Reliability
Usability
Efficiency
Maintainability
Portability
Total

DESCRIPTIVE RATING
Very Good
Excellent
Excellent
Excellent
Very Good
Excellent
Excellent

MEAN
4
5
5
5
4
5
4.67

Tables 3 to 8 resulted to an over-all all mean that states that the functional program
evaluated by a total of twenty-two (22) respondents (with compositions of: 13 academic program
coordinators, 3 I.T. experts, 3 institute deans, the HRD director, the Vice President for Academic
Affairs and the College President) is “excellent” – equivalent to saying that the E-APPRAISALapp
met the qualities of a good functional program. However, some of the hints provided by the
respondents are: (1) additional worksheets be inserted, for the anticipation that more faculty
members shall be evaluated, (2) improvement of the user interface, in terms of color, font, font
size and the like.
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Conclusions and Recommendations
Based on the foregoing, apparently the functional program E-APPRAISALapp satisfied
the respondents’ understanding about the attributes of a quality system. The application may not
be sophisticated – thus, it is cost-effective without compromising reliability of results. So far, the
objectives of an efficient and reliable faculty performance appraisal have been satisfied…plus the
development, the eventual implementation and the furtherance of this application is a good start in
the advocacy of e-governance as one of the academic thrusts of the local college.
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Abstract
The study examines the interrelationships of service performance (SERVPERF), higher
education performance (HEdPERF), and student satisfaction of private higher academic
institutions in Pampanga, Philippines. It especially investigates the mediating effect of
SERVPERF on the HEdPERF-student satisfaction relationship. The participants of the study were
college students who were identified using purposive sampling technique. Using quantitative and
causal research designs and partial least squares-structural equation modeling technique, the
results revealed that HEdPERF has a significant and positive relation with SERVPERF. This
indicates that service quality in higher education (higher education performance) leads to
performance-based service quality (service performance) of HEIs. It was also found that
HEdPERF and student satisfaction are significantly and positively related. This signifies that
service quality in higher education leads to satisfaction of HEI students. Moreover, the results
revealed that SERVPERF is significantly and positively related to student satisfaction. As
performance-based service quality in HEIs rises, the level of satisfaction of students also increases.
Finally, the mediation analysis revealed that SERVPERF mediates the HEdPERF-student
satisfaction relationship. This means that HEdPERF is positively related to SERVPERF which, in
turn, affects student satisfaction.
Keywords: service performance, SERVPERF, higher education performance, HEdPERF, student
satisfaction, higher education, service quality

Background of the Study
Quality is a fundamental concept in business, yet a confusing one because it is being viewed
subjectively. It is one of the most significant factors in a buyer’s decision in purchasing goods and
services (Fragoso & Espinoza, 2017). Moreover, the meaning of quality continues to evolve as
quality profession matures (Evans & Lindsay, 2014). In one research study, managers were asked
how they define quality and their responses included: perfection, consistency, eliminating waste,
speed of delivery, compliance with policies and procedures, providing a good and usable product,
doing it the first time, delighting or pleasing customers, and total customer service and satisfaction
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(Tamimi & Sebastianelli, 1996). In service-oriented organizations, quality is measured in terms
of the total customer impression or judgment regarding the service provided by the enterprise or
organization (Bitner & Hubbert, 1994; Culiberg, 2010; Meshack & Datta, 2015); thus, service
quality is affected by service received and customer expected service (Hussain, Al Nasser, &
Hussain 2015).
The success of any organization depends on various factors, and quality of service is one
of the most important. It has been noted that service quality directly impacts customer satisfaction,
and customer perceived value is equated with customer satisfaction; thus, when customers are
satisfied, repeat purchase may occur (Lai, Chu, & Petrick, 2016). Moreover, quality of service
and customer satisfaction have been recognized as antecedents of service switching. Particularly,
service quality is found to be a determinant of customer satisfaction and service quality can impact
intentions to switch (Bansal & Taylor, 2015). Also noteworthy is that in some cases, customer
satisfaction increases the tendency of customers to be loyal when service quality is present (Orel
& Kara, 2014).
There are several factors that are associated with service quality. These include customer
satisfaction, customer happiness, and customer loyalty. According to Gong and Yi (2017),
happiness of the customer is determined by the quality of service. Their study further revealed
that customer satisfaction is a factor of service quality; therefore, when service quality is provided
well, it triggers positive outcome that benefits customers. In higher education, service quality is
also important. The expectations and perceptions of students on service quality in higher education
are vital because HEIs need to consider these expectations or perceptions in serving the needs of
the students and attracting more clientele (Nadiri, Kandampully, & Hussain, 2009). Students are
increasingly critical in selecting academic institutions (Binsardi & Ekwulugo, 2003). Student
retention has become an important indicator among educational institutions because of its impact
to the institution itself (Rowley, 2003). Satisfying students is a crucial factor in university or
college success (Douglas, McClelland, & Davies, 2008); hence, the present study attempted to
examine how factors such as higher education performance, service performance, and student
satisfaction are interrelated.
From SERVQUAL to SERVPERF
In most literature, service quality is described in terms of identifying the gap between the
perception and expectation of the customer (Ntabathia, 2013). Because of its distinctiveness, there
is no single definition of what service quality is. This gives rise to various service quality models
which include SERVQUAL and SERVPERF scales.
Parasuraman, Zeithaml, and Berry (1988) developed the SERVQUAL model to
quantitatively measure service quality. In the said model, there are five (5) dimensions of service
quality namely: tangibles, reliability, responsiveness, assurance, and empathy. Tangibles refer to
physical characteristics which include facilities, equipment, appearance of employees, and others.
Reliability, on the other hand, refers to the firm’s dependability, accuracy, and fulfillment of the
promised service; whereas, responsiveness pertains to how the enterprise helps and provides quick
service to its customers. Assurance is another service quality dimension which talks about how to
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inspire trust and confidence among customers, which is measured in terms of the employees’
courtesy and knowledge. Lastly, there is the fifth dimension which is empathy. This refers to how
the firm fosters care and personalized attention to its clientele (Yarimoglu, 2014). All these
dimensions were measured in a 7-point Likert scale.
Because of its popularity, the SERVQUAL model has been widely used in various sectors.
For instance, Lau, Cheung, Lam, and Chu (2013) examined the level of service quality, customer
satisfaction, and customer loyalty in the banking sector in Hong Kong. Using the SERVQUAL
model, the results revealed that all five (5) dimensions are significantly related to customer
satisfaction. Among these dimensions, four (4) were identified as strong predictors of customer
satisfaction. These are tangibility, responsiveness, reliability, and assurance. Moreover, Ilyas,
Nasir, Malik, Mirza, Munir, and Sajid (2013) measured the level of expectations and perceptions
of bank customers using SERVQUAL dimensions. The findings indicated that, in terms of
expectations, empathy, assurance, and responsiveness yielded high scores. Regarding customer
perceptions, reliability, responsiveness, and assurance produced the highest perception scores. A
similar study was also conducted by Çırpın and Sarıca (2014). In their undertaking, service quality
of Turkish banks was measured. The results unveiled that around 77% of bank customers’
expectations were met and responsiveness dimension was the primary predictor of expectations.
On the other hand, assurance was found to be the weakest predictor.
In the study of Albarq (2013), the author examined how service quality of banks in Riyadh,
Saudi Arabia impacts customer loyalty. The results revealed that the manifestation of improved
service quality augments the loyalty of bank customers. It was also argued that empathy,
assurance, and reliability significantly predict customer loyalty. A similar study was also
conducted by Sulieman (2013) who scrutinized the effect of SERVQUAL dimensions on housing
bank customer satisfaction in Jordan. As expected, the findings showed that SERVQUAL
dimensions affect customer satisfaction. Ali and Raza (2017) likewise investigated service
quality-customer satisfaction link among Islamic banks in Pakistan. The findings indicated that as
the level of SERVQUAL dimensions increases, the level of customer satisfaction also increases;
thereby establishing a positive relationship between SERVQUAL dimensions and customer
satisfaction. Akbari and Darabi (2015) also produced a similar study whose research locale was
composed of Iranian banks. The results further confirm previous studies indicating that customer
satisfaction increases due to SERVQUAL dimensions. Moreover, Marković, Jelena, and Katušić
(2015) also investigated the level of service quality of banks in Croatia. Using t-tests, the findings
showed that bank customers have elevated level of service quality expectations. It further revealed
that there is a negative gap between the perception and expectations of the clients which signifies
dissatisfaction.
Majority of the studies on SERVQUAL was conducted in the banking sector, but there are
also researchers and scholars who explored the dimensions of SERVQUAL in the education sector.
For example, in the study of Yousapronpaiboon (2014), the author examined the levels of
reliability, assurance, tangibles, empathy, and responsiveness in higher education. The results
conveyed that the level of service quality expectations of Thai undergraduate students is higher
than their perceptions, thereby, signifying negative SERVQUAL gaps. Additionally, Veerasamy,
Noel, and Govender (2014) explored the level of service quality of South African higher education
328 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

institutions. The results showed that negative gaps also exist in all SERVQUAL dimensions, one
of which is the dimension empathy that reflected the highest gap. Green (2014) likewise identified
the level of service quality in higher education using the SERVQUAL model. The results reflected
that tangibles, reliability, and assurance showed high customer expectations. In terms of customer
perceptions, assurance was identified to have a high score. The same is true with the study of
Reddy and Karim (2014) that identified SERVQUAL dimensions as factors that contribute to
student satisfaction.
Another service quality model emerged out of SERVQUAL, Cronin and Taylor (1992;
1994) eventually developed service performance which is simply known as SERVPERF, a
performance-based service quality model. Compared to SERVQUAL, SERVPERF is a model
which can explain variation in service quality (Yarimoglu, 2014). If SERVQUAL measures
customer expectations and perceptions, SERVPERF gauges performance-based service quality.
SERVQUAL has 44 items while SERVPERF only has 22 items which are still based on the five
(5) dimensions—tangibles, reliability, responsiveness, assurance, and empathy. Abdullah, Jan,
and Manaf (2017) tested SERVPERF using structural equation modelling. They found out that
the model is multidimensional, and the interrelationships of the dimensions were significant and
positive.
Several studies employed the SERVPERF model to measure service quality. Unuvar and
Kaya (2017) examined the level of service quality among hospitality firms. The results revealed
that there is a high level of service quality among hospitality firms. In their study, physical and
safety were rated the highest among the SERVPERF dimensions. Using Kruskal-Wallis test and
Mann-Whitney U test, service quality perceptions were proven to vary in demographic factors.
Moreover, Ingaldi (2016) measured service quality of a transport company using SERVPERF
dimensions. The results confirmed that, in all SERVPERF dimensions, there is a high degree of
service quality provided by the transport organization. On the other hand, Fragoso and Espinoza
(2017) applied the concept of SERVPERF in the banking sector in Mexico. The findings indicated
that bank customers’ responses reflected high assessment in service quality. There are also
significant differences in the level of service quality when respondents were grouped in terms of
occupation, education, and age.
There are several studies identifying SERVPERF as a factor of customer satisfaction. Byju
and Srinivasulu (2014) utilized SERVPERF in measuring the level of service quality of a private
healthcare enterprise. The results indicated that responsiveness, empathy, and tangibles are
significantly related to customer satisfaction. Additionally, Theresia and Bangun (2017) assessed
the service quality of a higher education and found out that tangibles and reliability are
significantly and positively related to customer satisfaction. Ushantha, Wijeratne, and Samantha
(2014) assessed the service quality in Sri Lankan banks using SERVPERF. The authors found out
that bank customers have high perceptions toward bank service quality in all dimensions.
Moreover, it was also revealed that service quality leads to customer satisfaction, thereby
confirming the applicability of the SERVPERF model in the banking sector. Bhatta and Durgapal
(2016) performed a similar study on service quality but in the Nepalese banking sector. Using the
SERVPERF model, it was found out that service quality and customer satisfaction are highly
correlated. The results further showed that reliability, tangibles, empathy, and responsiveness
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predict customer satisfaction. Furthermore, using SERVPERF dimensions, Ndikubwimana and
Berndt (2016) also found out that service quality is significantly associated with customer
satisfaction.
HEdPERF and Student Satisfaction
Various modifications were made on the dimensions of service quality to fit the dimensions
to specific sectors. In higher education, Abdullah (2006) developed a service quality scale specific
for higher education and termed it as HEdPERF (Higher Education Performance). This model is
a performance-based service quality tool that measures the factors affecting higher education
quality of service. It was tested for unidimensionality using exploratory and confirmatory factor
analyses; reliability and validity tests were also performed. The HEdPERF instrument has six (6)
dimensions namely: non-academic aspects, academic aspects, reputation, access, program issues,
and program understanding. Through identifying the strengths and weaknesses of HEdPERF
dimensions, higher education institutions may become better informed as to how they can better
serve the students.
The popularity of HEdPERF led to various researches regarding service quality in higher
education. For instance, Mang and Govender (2017) examined service quality in higher education
by identifying the significant differences in service quality among students. The results showed
no significant differences in all HEdPERF dimensions among students.
Moreover, Ali, Zhou, Hussain, Nair, and Ragavan (2016) examined how service quality of
public universities in Malaysia can impact student satisfaction, university image, and loyalty.
Using partial least square-structural equation modelling, the results revealed that HEdPERF
dimensions affect the satisfaction of students and further affect university image. Furthermore,
student satisfaction and institutional image were proven to positively affect the level of loyalty of
students. Vazirova (2016) also investigated service quality of higher education in Cyprus. Using
the HEdPERF model, the results indicated that all dimensions of HEdPERF are correlated with
student satisfaction. There are several factors that can influence student satisfaction in higher
education. These factors may include campus climate and instructional effectiveness that can
result to total academic experience of students (Elliott & Healy, 2001).
Service Quality and Student Satisfaction in Higher Education Institutions
The level of satisfaction can be viewed in terms of transaction or through a specific brand
(Anderson, Fornell, & Lehmann, 1994). When applied in the academe, the concept becomes
student satisfaction. Researchers are having trouble in formulating a concrete definition of what
student satisfaction is; thus, the need for a modified theory on customer satisfaction is vital to fully
understand the concept of student satisfaction (Ondito & Wechuli, 2017). In the context of Malik
and Usman (2010), student satisfaction is achieved when intentional performance yields
contentment.
In higher education, students are the vital customers; thus, providing service quality as
antecedent of customer satisfaction is a major consideration (Prakash & Muhammed, 2016). In
330 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

order to attain student satisfaction, higher education institutions must concentrate on the total
academic experience of its clients (Cortese, 2003). The satisfaction of students does not only come
from classroom experience, class lectures, and professors’ guidance during consultation hours; it
also comes from the institution’s non-academic staff service, infrastructure, and the extracurricular aspect of students' life (Arokiasamy & Abdullah, 2012).
Several researches claim that service quality is correlated with student satisfaction
(Asaduzzaman, Hossain, & Rahman, 2014). Some researchers utilized combination of service
quality models to come up with stand-alone service quality instruments. In the study of Van
Truong, Pham, and Vo (2016), they confirmed that tangibility, guarantee, reliability, responses,
and empathy influence student satisfaction. Moreover, Workie (2014) who examined the level of
service quality and student satisfaction found out that service quality is positively associated with
student satisfaction. This means that as the level of service quality increases, student satisfaction
also increases.
Based on the foregoing intensive review of existing literature, the following hypotheses
were formulated:
H1. HEdPERF is positively related to SERVPERF.
H2. HEdPERF is positively related to student satisfaction.
H3. SERVPERF is positively related to student satisfaction.
H4. SERVPERF mediates the positive relationship between HEdPERF and student
satisfaction.
Accordingly, the ultimate objective of the study was to examine how SERVPERF,
HEdPERF, and student satisfaction are interrelated. Since there is no single study on the mediating
effect of SERVPERF on the relationship of HEdPERF and student satisfaction, the researcher
explored this area to properly scrutinize a mediation model for the identified constructs.
Based on the hypotheses identified and the objectives of the study, a research framework
was conceptualized.
Research Framework

Figure 1. The structural model of SERVPERF, HEdPERF, student satisfaction interrelationships
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Figure 1 presents the research framework of the study. It shows the three (3) relationships:
HEdPERF and SERVPERF, HEdPERF and student satisfaction, and SERVPERF and student
satisfaction. Additionally, the model tested the mediating effect of SERVPERF in the HEdPERFstudent satisfaction relationship.
From the hypotheses formulated, objective of the study, and the research framework, the
following research questions were derived:
.
Is there a significant relationship between higher education performance (HEdPERF) and
service performance (SERVPERF)?
.
Is there a significant relationship between higher education performance (HEdPERF) and
student satisfaction?
.
Is there a significant relationship between service performance (SERVPERF) and student
satisfaction?
Does service performance (SERVPERF) mediate the positive relationship between higher
education performance (HEdPERF) and student satisfaction
Methodology
Quantitative and causal research designs were employed in the study to assess the
interrelationship of SERVPERF, HEdPERF, and student satisfaction. These research designs
allowed the researcher to quantitatively scrutinize the results of the study.
Participants
The participants of the study were taken from the top 15 (based on number of enrollees)
private higher education institutions in Pampanga, Philippines. The respondents were college
students enrolled during the 1st semester of S.Y. 2016-2017 (CHED RO3). A purposive sampling
was used, and the sample size was computed using a sample size calculator available at
Raosoft.com. Using 5% margin of error, confidence level of 95%, and response distribution of
50%, a minimum sample size of 381 out of 38,343 total population was computed by the sample
size calculator. The actual number of respondents included in the study was 383 since the
researcher distributed 500 questionnaires and was able to retrieve 383, a 76.6% response rate.
Table 1
Distribution of Sample per HEI
HEIs
HEI 1
HEI 2
HEI 3
HEI 4
HEI 5
HEI 6
HEI 7

Number of Students

Percentage

Sample/HEI

12,641
5,623
4,370
2,593
2,499
1,786
1,775

0.33
0.15
0.11
0.07
0.07
0.05
0.05

126
56
43
26
25
18
18
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HEI 8
HEI 9
HEI 10
HEI 11
HEI 12
HEI 13
HEI 14
HEI 15

1,743
1,162
806
795
792
766
535
457

0.05
0.03
0.02
0.02
0.02
0.02
0.01
0.01

17
12
8
8
8
8
5
5

Total

38,343

1.00

383

To check whether the number of the sample size was sufficient to test a structural model,
two (2) methods were used to estimate the minimum required sample size – the inverse square root
method and the gamma exponential method. Using warpPLS 6.0, the minimum absolute
significant path coefficient in the structural model of 0.280, significance level of 0.05, and
statistical power level of 0.990 (the highest possible statistical power to guarantee high degree of
acceptability), the minimum required sample sizes were derived as follows: 202 for the inverse
square root method and 180 for the gamma exponential method (See Figure 2.).
The value of 0.280 for the minimum absolute significant path coefficient is found in the
results of the mediation model in Figure 3. The statistical power level of 0.990 signifies that the
probability of making Type II error is very minimal. Since 383 samples were used in the present
study, there is sufficient evidence that the results of the structural model are highly acceptable.

Figure 2. Results of the inverse square root and gamma-exponential methods.
Table 2 shows the demographic characteristics of the participants. Almost all of the
participants were in the age group of <21 years old and 59% of the total sample were female.
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Table 2
Demographic Characteristics of the Participants

Sex
Male
Female
Age Group
20-below
21-25
26-above

Frequency

Percentage

156
227

40.7
59.3

341
40
2

89.0
10.4
0.5

Instruments
A survey questionnaire was utilized in the study. The instrument is composed of four (4)
parts. The first part details the demographic characteristics of the respondents which include their
sex and age. The second part presents the items under the service performance (SERVPERF)
scale; whereas, the third part is composed of the statements for higher education performance
(HEdPERF) scale. The last part enumerates the items for student satisfaction.
The SERVPERF scale was taken from Cronin and Taylor (1992; 1994). This construct
which is composed of 22 items has five (5) dimensions namely: tangibles, reliability,
responsiveness, assurance, and empathy.
The HEdPERF scale was adopted from Abdullah (2006). This construct has 41 items and
six (6) dimensions namely: non-academic aspects, academic aspects, reputation, access, program
issues, and program understanding.
The student satisfaction scale was taken from Athiyaman (1997). This construct is
comprised of six (6) items.
All the three (3) constructs were measured using a 7-point Likert scale.
Procedures
The researcher sought the approval of the identified private HEIs in Pampanga, Philippines
to form part of the research locale. A letter was sent to the HEIs indicating the purpose for
conducting the study, along with a copy of the research instrument. Upon the administrators’
approval, the survey questionnaires were floated to the participants. An informed consent was
given to each participant and the survey was accomplished only by the respondents who
voluntarily signified their intention to answer the instrument. Approximately 10 to 15 minutes
were allotted to finish the questionnaire. The informed consent expressed assurance of the
confidentiality of the responses and anonymity of the participants. Once accomplished, the
answered questionnaires were collected by the researcher.
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Data Analysis
To assess the relationships of HEdPERF and SERVPERF, HEdPERF and student
satisfaction, SERVPERF and student satisfaction, and the mediating effect of SERVPERF on
HEdPERF-student satisfaction relationship, a partial least square–structural equation modeling
(PLS-SEM) was utilized. PLS-SEM is an approach where the variance of the latent variables,
particularly endogenous variables, is maximized by partial model relationships estimation in
ordinary least squares (OLS) regression. This technique works very much similar with regression
analysis (Hair, Ringle, & Sarstedt, 2011). It is now widely used because it can solve problematic
modeling issues, highly complex models, and non-normal data (Hair, Sarstedt, Hopkins, &
Kuppelwieser, 2014). The data used in the study were processed using warpPLS 6.0.
Ethical Consideration
The participants were oriented on the objectives of the survey and the importance of their
contribution to the study. Their permission to participate in the study was also sought. They were
given survey forms which included a letter of permission before the actual conduct of the survey.
Instructions were given and provided. The participants were assured of the confidentiality of their
answers. The said survey questionnaire for the students is attached as Appendix B.
Results
The present study utilized PLS-SEM in scrutinizing the interrelationships of HEdPERF,
SERVPERF, and student satisfaction. Moreover, PLS-SEM was used to measure the mediating
effect of SERVPERF in the HEdPERF-Student Satisfaction relationship.
In evaluating the current study using PLS-SEM, there were two (2) levels of analyses that
had to be undertaken. In the first level, the measurement model was assessed. In this analysis,
tests of reliability and validity of the research constructs were examined. Moreover, in the second
level, the hypotheses of the structural models were evaluated. In this level, hypothesized
relationships among constructs were evaluated (Hulland, 1999).
Model Fit and Quality Indices
Since the study used PLS-SEM, one of its aims was to find out if the model has a better fit
with the original data than another (Kock, 2017); thus, it was vital to measure the quality of the
model using several indices.
Table 3 presents the goodness of fit and quality indices of the structural equation model.
There were six (6) indices computed in the present study namely: average path coefficient (APC),
average R-squared (ARS), average adjusted R-squared (AARS), average block variance inflation
factor (AVIF), average full collinearity VIF (AFVIF), and Tenenhaus goodness of fit (GoF). In
order for the model to be acceptable, the p-values of APC, ARS, and AARS must be equal to or
lower than 0.05 (Kock, 2017). With the values of 0.470 for APC, 0.460 for ARS, and 0.457 for
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AARS, reflecting p-values less than 0.05; the coefficients were found to be within acceptable
range.
In terms of AVIF and AFVIF, the values must be both equal to or lower than 3.3 (Kock,
2017). With regard to Tenenhaus GoF, a gauge of the explanatory power of the model, the
following thresholds are being followed: small, if equal to or more than 0.1; medium, if equal to
or greater than 0.25, and large, if equal to or larger than 0.36 (Wetzels, Odekerken-Schroder, &
van Oppen, 2009; Kock, 2017). As evident in the results, the coefficients are within acceptable
ranges.
Table 3
Model Fit and Quality Indices of SEM
Model Fit and Quality Indices

Coefficients

APC
ARS
AARS
AVIF
AFVIF
Tenenhaus GoF

0.470, p<0.001
0.460, p<0.001
0.457, p<0.001
1.945, acceptable if <= 5, ideally, <= 3.3
2.029, acceptable if <= 5, ideally, <= 3.3
0.523, small >= 0.1, medium >= 0.25, large >=0.36

Reliability and Validity Measurements
To demonstrate the robustness of the results of the study, assessment of the reliability and
validity of the variables was necessary. Reliability of the constructs were assessed to evaluate the
consistency of items, particularly reflective items, in terms of what they intend to measure (Straub,
Boudreau, & Gefen, 2004; Roldan & Sanchez-Franco, 2012). Two (2) measures of reliability –
Cronbach’s alpha and Composite reliability (Roldan & Sanchez-Franco, 2012; Kock, 2017) were
employed for this purpose. Comparing the two (2) measures of reliability, composite reliability in
general is more acceptable (Dillon & Goldstein, 1984; Peterson & Yeolib, 2013); nonetheless,
both were reported in Table 4. In order to reflect high reliability, the values of the composite
reliability and Cronbach’s alpha must be equal to or higher than 0.7 (Fornell & Larcker, 1981;
Nunnally, 1987; Nunnally & Bernstein, 1994). As presented in Table 4, the constructs
SERVPERF, HEdPERF, and student satisfaction reflect high reliability.
In terms of validity of the constructs, both convergent and discriminant validity tests were
performed. Convergent validity measures the item quality or question or statement quality of a
construct. It gauges whether the respondents and the designers of the items, questions or
statements of the questionnaire have the same understanding on what the construct intends to
measure (Kock, 2017). In order to say that the constructs possess convergent validity, the p-values
of each item must be equal to or lower than 0.05 while the loadings should be equal to or higher
than 0.5 (Hair, Anderson, & Tatham, 1987; Hair, Black, Babin, & Anderson, 2009; Kock, 2017).
Item loading refers to the correlation between the construct and the item (Amora, Ochoco, &
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Anicete, 2016; Kock, 2017). As shown in Table 4, all constructs are statistically significant, and
the item loadings are greater than 0.5.
Part of the assessment of convergent validity is measuring the amount of variance of each
variable from its items relative to the amount due to measurement error or simply the average
variance extracted (Chin, 1998; Amora, Ochoco, & Anicete, 2016). According to Fornell and
Larcker (1981), the average variance extracted (AVE) must be equal to or higher than 0.5 but for
instances where the AVE is less than 0.5, the composite reliability must be higher than 0.6 in order
for the construct validity to be adequate. Since the composite reliability for SERVPERF is 0.847,
an AVE of 0.481 is acceptable; thus, the coefficients of AVE satisfied the acceptable validity.
Table 4
Item Loadings, AVEs, and Reliability of the Variables
Constructs/Items
SERVPERF
The institution has up-to-date equipment.
When the institution promises to do something
by a certain time, it does so.
The institution provides its services at the time
it promises to do so.
The institution keeps its records accurately.
Employees of the institution are too busy to
respond to students' request promptly. *
The institution does not have operating hours
convenient to all their customers. *
HEdPERF
Academic staff allocates sufficient and
convenient time for consultation.
The
institution
has
a
professional
appearance/image.
The hostel facilities and equipment are
adequate and necessary.
The institution offers a wide range of programs
with various specializations.
The institution offers programs with flexible
syllabus and structure.
Administrative staff provides caring and
individual attention.
I feel secure and confident in my dealings with
this institution.
Student Satisfaction
I am satisfied with my decision to attend this
university.
If I have a choice to do it all over again, I still

Item
Loading

AVE

CR

CA

0.481

0.847

0.782

0.539

0.891

0.857

0.764

0.951

0.938

0.688
0.747
0.759
0.692
0.649
0.613

0.748
0.760
0.755
0.743
0.769
0.690
0.668

0.841
0.803
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will enroll in this university.
My choice to enroll in this University is a wise 0.887
one.
I am happy on my decision to enroll in this 0.899
university.
I did the right decision when I decided to enroll
0.916
in this university.
I am happy that I enrolled in this university.
0.893
*reverse coded; all item loadings are significant at 0.001 (p<0.001); AVE = average variance
extracted; CR = Composite reliability; CA = Cronbach’s alpha
On the other hand, discriminant validity also measures the quality of items, questions or
statements of a construct. It gauges whether or not respondents confuse a given item, question or
statement with other items, questions or statements in the same construct (Kock, 2017). To achieve
discriminant validity, the square root of the AVEs of each construct should be greater than any of
the correlations involving that construct (Fornell & Larcker, 1981; Kock & Lynn 2012; Kock,
2015). In cases where the diagonal values in Table 5 are lower than any of the values above or
below them, checking the loadings of each construct, identifying the offending indicator or
indicators, and considering to delete them are performed (Kock, 2017). This process whose
product is a shorter version of the scale is called item reduction. Developing a shorter version of
a scale increases the acceptability of the questionnaire, reduces the required time for
administration, improves response rates, and decreases missing data rates (Grossi, Groth, Mosconi,
Cerutti, Pace, Compare, & Apolone, 2006). After item reduction was carried out, the SERVPERF
scale was reduced from 22 to 6 items while the HEdPERF construct was reduced from 41 to 7
items; thus, the structural model reflects discriminant validity.
Table 5
Square Roots of AVE Coefficients and Correlation Coefficients
SERVPERF

HEdPERF

Student Satisfaction

SERVPERF
0.693
HEdPERF
0.688
0.734
Student Satisfaction
0.583
0.635
0.874
Diagonal elements are the square root of AVE of constructs while the off-diagonal elements are
the correlation between constructs.
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Mediation Analysis

Figure 3. The Mediation Model with parameter estimates.
Figure 3 illustrates the SEM analysis in graphical format. The beta coefficients are the
path coefficients of the mediation model. The HEdPERF→SERVPERF shows a beta coefficient
of 0.69 and p-value of <.01 signifying that HEdPERF is significantly related with SERVPERF.
Same is true with the HEdPERF→Student Satisfaction where beta coefficient is 0.44 and the p
value is <.01. Moreover, SERVPERF→Student Satisfaction shows that significant positive
relationship also exists as evidenced by the computed beta coefficient of 0.28 and p-value of <0.01.
The R-squared (R2) coefficients are also shown. The R2 coefficients are the variance percentage
in the latent variable that is explained by the latent variables that are hypothesized to affect it
(Kock, 2017). The R2 coefficients of 0.47 and 0.44 (or ARS of 46%) suggest that 46% of the
variability of student satisfaction can be explained by SERVPERF and HEdPERF. The 54% can
be explained by other factors not included in the present study.
Table 6 manifests the parameter estimates of the mediation model. Analysis of the data
revealed that HEdPERF is significantly and positively related to SERVPERF (β=0.689, p<0.001);
therefore, H1 is supported. The path coefficient is positive, signifying that as HEdPERF increases,
SERVPERF also increases. The effect size of HEdPERF to SERVPERF is large (Cohen’s
f2=0.475). Furthermore, HEdPERF is also significantly and positively related to Student
Satisfaction (β=0.441, p<0.001); thus H2 is also supported. The positive path coefficient for
HEdPERF→SS indicates that as HEdPERF rises, student satisfaction also rises with an affect size
of medium (Cohen’s f2=0.280).
In terms of SERVPERF→SS, SERVPERF is likewise
significantly and positively related to student satisfaction (β=0.280, p<0.001); therefore, H3 is
supported. The positive path coefficient means that as SERVPERF increases, student satisfaction
likewise rises. The effect size of SERVPERF-SS link is medium (Cohen’s f2=0.164).
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Table 6
Parameter Estimates of the Mediation Model
Hypotheses

β

SE

P-value

f2

H1: HEdPERF→SERVPERF
0.689
0.046
<0.001
0.475
H2: HEdPERF→SS
0.441
0.048
<0.001
0.280
H3: SERVPERF→SS
0.280
0.049
<0.001
0.164
H4:
Total Effect (c):
0.634
0.047
<0.001
0.403
Direct Effect (c’): HEdPERF→SS
0.441
0.048
<0.001
0.280
Path a: HEdPERF→SERVPERF
0.689
0.046
<0.001
0.475
Path b: SERVPERF→SS
0.280
0.049
<0.001
0.164
Indirect
Effect
(a*b):
0.193
0.035
<0.001
0.122
HEdPERF→SERVPERF→SS
SS = student satisfaction; f2 is the Cohen’s (1988) effect size: 0.02=small, 0.15=medium,
0.35=large; SE = standard error, β=standardized path coefficient. Total effect c is equal to the
sum of direct effect c’ and indirect effects; i.e. c = c’ + (a*b).
Table 6 reflects the indirect effect of SERVPERF on the relationship of HEdPERF and
student satisfaction. The results show that SERVPERF mediates the relationship between
HEdPERF and student satisfaction (β=0.193, p<0.001) with a medium effect size (Cohen’s
f2=0.122). In short, HEdPERF is positively related to SERVPERF (β=0.689, p<0.001, f2=0.280)
which in turn affects student satisfaction (β=0.280, p<0.001, f2=0.164); thus, H4 is not rejected.
The standard error (SE), as shown in Table 6, is a measure of spread of the sample data.
The SE shows how far the sample statistic deviates from the actual population mean. As the
sample size increases, SE decreases. The higher the sample size, the closer the sample mean to
the actual population mean (Berenson, Levine, Szabat, & Krehbiel, 2012).
Discussion
This study examined the interrelationship of SERVPERF, HEdPERF, and student
satisfaction. Moreover, it investigated the mediating effect of SERVPERF on the relationship
between HEdPERF and student satisfaction. The study confirmed that HEdPERF has a significant
and positive relation with SERVPERF. This indicates that service quality in higher education
(higher education performance) leads to performance-based service quality (service performance)
of HEIs. It is interesting to note that higher education performance and service performance are
positively related, and this is also the case in the study of Randheer (2015) where HEdPERF and
SERVPERF were found to be positively correlated. The expectations and perceptions of students
on service quality in higher education are vital because HEIs need information on these
expectations or perceptions in their pursuit of serving the needs of the students better, thereby
attracting more clientele (Nadiri, Kandampully, & Hussain, 2009). To attain student satisfaction,
higher education institutions must concentrate on the total academic experience of its clients
(Cortese, 2003). The satisfaction of students does not only come from classroom experience, class
lectures, and professors’ guidance during consultation hours; it is also derived from the
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institution’s non-academic staff service, infrastructure, and the extra-curricular aspect of students’
life (Arokiasamy & Abdullah, 2012).
It was also confirmed that HEdPERF and student satisfaction are significantly and
positively related. This signifies that service quality in higher education leads to satisfaction of
HEI students. This is in congruence with the findings of the preceding study by Vazirova (2016)
who identified that all HEdPERF dimensions are correlated with student satisfaction. Moreover,
Ali et al. (2016) likewise argued that HEdPERF dimensions affect student satisfaction and
positively impact the institution’s image. Therefore, there are several factors that can influence
student satisfaction in higher education. These factors may include campus climate and
instructional effectiveness that can result to the total academic experience of students (Elliott &
Healy, 2001).
Furthermore, the results revealed that SERVPERF is significantly and positively related to
student satisfaction. As performance-based service quality in HEIs rises, the level of satisfaction
of students also increases. This supports findings of earlier studies that service quality augments
student satisfaction and even loyalty (Helgesen & Nesset, 2007). This result coincides with the
study of Theresia and Bangun (2017) who found out that tangibles and reliability are significantly
and positively related to student satisfaction. Additionally, several studies also confirmed that
SERVPERF leads to customer satisfaction and identified some SERVPERF dimensions as
predictors of customer satisfaction in various types of organizations (Byju & Srinivasulu, 2014;
Ushantha et al., 2014; Bhatta & Durgapal, 2016; Ndikubwimana & Berndt, 2016).
In higher education, students are deemed to be the most important customers; thus,
providing service quality as antecedent of customer satisfaction is a major consideration (Prakash
& Muhammed, 2016). Furthermore, there are other factors that can influence student satisfaction
in higher education.
The present study confirmed three (3) positive path coefficients HEdPERF→SERVPERF,
HEdPERF→student satisfaction, and SERVPERF→student satisfaction. This implies that
providing service quality in higher education really impacts the level of satisfaction of students.
Several researches have established that service quality is correlated with student satisfaction
(Asaduzzaman, Hossain, & Rahman, 2014). Some researches utilized combination of service
quality models to come up with standard service quality instruments. In the study of Van Truong
et al. (2016), the authors argued that tangibility, guarantee, reliability, responses, and empathy
influence student satisfaction. Moreover, Workie (2014) examined the level of service quality and
student satisfaction. The results showed that service quality is positively associated with student
satisfaction. This means that as the level of service quality increases, student satisfaction also
increases.
Finally, the mediation analysis revealed that SERVPERF indeed mediates the HEdPERFstudent satisfaction relationship. This means that HEdPERF is positively related to SERVPERF
which in turn affects student satisfaction. Based on the review of existing literature conducted in
the study, there is no single research on the mediation effect of SERVPERF in HEdPERF-student
satisfaction relationship. The result signifies that HEdPERF and SERVPERF can be utilized as
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tools in measuring service quality, particularly in the higher education in the Philippines. The
results of the reliability and validity tests, including the coefficients of model fit and quality
indices, are evidences of the relative strength of the two (2) constructs. The present study also
adds a unique contribution in the stream of knowledge in service quality because of the item
reduction done in the structural equation model. Developing shorter version of a scale increases
the acceptability of the questionnaire, reduces the time required for administration, improves
response rates, and decreases missing data rates (Grossi et al., 2006). After item reduction, the
SERVPERF scale was reduced from 22 to 6 items while the HEdPERF construct was reduced
from 41 to 7 items.
Conclusion
Service quality plays a huge role in the success of any organization. Previous studies have
established that service quality directly impacts customer satisfaction and customer perceived
value is equated with customer satisfaction. This implies that, when customers are satisfied, repeat
purchase may occur (Lai et al., 2016). It has been noted as well that customer satisfaction and
service quality can trigger switch intentions (Bansal & Taylor, 2015) and in some cases, customer
satisfaction increases the tendency of customers to be loyal when service quality is present (Orel
& Kara, 2014).
Service performance (SERVPERF) and higher education performance (HEdPERF) are
service quality tools that are widely used (e.g. Cronin & Taylor, 1992; 1994; Byju & Srinivasulu,
2014; Yarimoglu, 2014; Ali et al., 2016; Ingaldi, 2016; Abdullah et al., 2017; Unuvar & Kaya,
2017; Mang & Govender, 2017). The popularity of SERVPERF and HEdPERF in the academe as
measures of service quality is evident with the research outputs in the past years (Ali et al., 2016;
Vazirova, 2016; Theresia & Bangun, 2017; Mang & Govender, 2017). Along this line, the present
study adds to the body of knowledge when it comes to service quality measurement in the
academia. The need to continuously measure service quality and its impact to student satisfaction
becomes a fundamental aspect of higher education institutions, especially private HEIs. Students
are increasingly critical in selecting which HEIs provide the best education (Binsardi & Ekwulugo,
2003). Student retention is becoming an important indicator among educational institutions
because of its impact to the institution itself (Rowley, 2003) and satisfying students becomes a
crucial factor in university or college success (Douglas, McClelland, & Davies, 2008).
Implications
There are two (2) major contributions that this present study offers. The first is the
shortened versions of SERVPERF and HEdPERF with increased acceptability as a result of the
item reduction done to these two (2) scales based on the results of the reliability and validity tests
that were administered on these constructs. This indicates that other researchers can replicate the
study without worrying about the validity and reliability coefficients of the constructs. The second
is the mediation model where SERVPERF acted as mediator on HEdPERF and student satisfaction
relationship, which, based on the extensive literature review, is the first of its kind. Contrastingly,
previous studies utilized SERVPERF and HEdPERF separately; hence, this can be the main
contribution of the undertaking.
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Recommendations
Based on the conclusions drawn, the following are recommended:
SERVPERF
&
HEIs must institutionalize the measurement of service quality to properly address the needs
and concerns of the students;
&
Service quality is not only the duty of professors or teachers. Everyone in the organization
must provide quality service to students;
&
There must be continuous improvement in school facilities by providing electronic
billboards and the Internet;
&
In order for the HEIs to respond promptly to students’ request, they should provide a venue
for on-line dissemination of information such as by creating their own website, and
&
HEIs must provide record keeping software for quick response to students’ request for
documents such as transcript of records.
HEdPERF
1.
Cultivate a culture of respect in the academe where respect is not only for students but for
everyone;
2.
Feedback mechanisms must be in place. This should not be limited to using school
surveys; it can also be done through face-to-face interviews or discussions in big groups, small
groups, or even in the individual-level;
3.
Make information dissemination efficient, effective, and timely, and
4.
HEI administrators and faculty must show empathy towards employees and students alike.
Foster care and personalized attention can be given to students by providing a safe and friendly
environment.
Student Satisfaction
●
Give the students the chance to learn things by themselves. Sometimes, too much work
load can trigger dissatisfaction. Let them explore class lessons through praxis or by trial and error;
●
Let the students take responsibility of their need to learn. Designing learning materials and
outcomes geared toward outcomes-based requirements, in most cases, work, and
●
Make learning fun. Let students learn not only inside the classroom. Expose them to extracurricular activities in order for them to fully appreciate life in the academe.
Future Research Directions
Ultimately, private HEIs aim to alleviate, if not totally eradicate, student dissatisfaction.
The present study is a glimpse of one aspect of the academia – service quality. Other researchers
may replicate the current undertaking or expand it by including factors that are deemed important
in providing service quality in higher education. Moreover, still other researchers may conduct
the same study to validate the results of this undertaking.
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Strategic Management Practices in Selected State Universities in
Samar Island, Philippines
Jinky C. Tafalla
University of Eastern Philippines

Abstract
The study assessed the extent of the strategic management practices of selected universities
in Samar Island, Philippines and proposed strategic improvements to enhance the competence of
the academic planners in strategic management. The theory involves an organization setting out
the analyses, decisions, and actions to create and sustain competitive advantages (Dess, Lumpkin,
Eiser, and McNamara (2014). The ongoing process involved analyses, decisions, and action,
otherwise referred to as strategy analysis, strategy formulation, and strategy implementation which
are highly interdependent. The research utilized a researcher-made questionnaires as the primary
research instruments to mine data which employed a descriptive statistics, and were outlined in
three sections as the primary source of fact finding. Unstructured interview was also conducted
and documented analysis to verify the responses of the two SUCs in Samar Island as the unit of
analysis. The population (N) of the study was 57. The Administrative Council constituted the
respondents (n) as they are the policy making-body of the university whose members are the key
officers and other officials of equal rank. A Likert scale was used to interpret the different
responses of the respondents. The scales allowed the respondents to indicate the degree of extent
with the statement as they rated the extent of the strategic management practices using four
response options. Weighted Mean was used as an average computed by giving different weights
to some of the individual values. If all the weights are equal, then the weighted mean is the same
as the arithmetic mean. Data elements with a high weight contributed more to the weighted mean
than do elements with a low weight. The findings have drawn the academe to understand what
resources will be needed to overcome those opportunities and challenges. The benefits will give
faculty, employees and other stakeholders a sense of direction and mobilizes them around a joint
mission, create standards and accountability by engaging themselves into the university's strategic
management and make more significant commitment for it. It will draw out ideas and
understanding of the strategic management practices which the stakeholders will develop a ‘sense
of ownership'. There was no Significant Difference between University A and University B as to
the strategic management practices. These were manifested in terms of strategic analysis, strategic
formulation, and strategic implementation using t-test of two independent samples. The test of two
independent samples on the null hypothesis showed that there was No Significant Difference
between University A and University B concerning the strategic management practices such as
Institutional Vision, Mission Statement, and Objectives. The introduction to improvements in the
institutional planning practices will enhance the competence of university planners to come up
with quality academic plans.
Key Words: Strategic management practices, analyses, decisions and action
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Abstract
This research examined the association of personality traits with investment behavior
dimensions and return expectations among finance students who were done already with their
investment-related subjects. The indirect effects of personality traits on return expectation through
intermediate variables risk attitude and risk perception were explored. The results showed
neuroticism was associated with a higher level of return expectation as well as risk attitude and
risk perception. Neuroticism had indirect effects on return expectation through risk attitude. This
means that attitude towards investment serves as a potential mechanism through which neuroticism
may be associated with perceived return expectations. The findings of this study emphasize the
benefits of exposing students to the stock market simulated environment will improve lower stock
market penetration among students.
Key Words: Neuroticism, openness, risk attitude, risk perception, return expectation
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Abstract
With Philippines being an agricultural country, the agriculture sector should be a key driver
of the country’s economic development. However, little attention is given in understanding and
improving the welfare of those who are economically active in the sector as they are still amongst
the country’s poorest of the poor. With this, the rise of social enterprises engaged in the agriculture
sector provides opportunity to focus on improving the farmers’ welfare by generating wealth
through products and services and distributing this wealth equitably through an increase in income
and by enhancing productivity, and overall working conditions. For these enterprises to flourish,
there is a need for collaboration among the different players in the entrepreneurship ecosystem by
Isenberg (2011) namely, policy, culture, support and human capital. Through this exploratory
research that utilized single-embedded case study, different players in the domains were
interviewed to determine their roles and initiatives and to evaluate if they interact with other
players in the ecosystem. We found that there is collaboration and awareness in some areas of the
ecosystem, as there are overlaps and disconnections in some domains. With the insights gained on
the entrepreneurship ecosystem in the Philippines, agricultural social enterprises can collaborate
and link their initiatives to better serve social entrepreneurs and consequently, the Filipino farmers.
Key Words: Agriculture; Social Enterprises;
Entrepreneurship Support; Exploratory Research

Social

Entrepreneurship

Ecosystem;
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Introduction
Illustration
In the Filipino culture, what is the word to describe the person who is the lowest in the rung?
They are called hampaslupa which literally means hitting the soil. When a student fails and gets
a zero in school, they are often insulted with the term, nangingitlog. When a person is slow-witted,
they are belittled and considered nangangamote. When a person is slacking off, they are often
shamed and told, “Sa kangkungkan ka pupulutin!” (F. Pangilinan, personal communication, July
4, 2019).
As one would not have initially noticed, these insults, which are deeply ingrained in our
everyday conversations, are related to the profession of those who are tilling the soil in order to
grow and provide us with food but in turn, have nothing to eat. These words are insults to our
farmers who, despite working under the heat of the sun, still remain as the poorest of the poor in
our country.
Background of the Study
According to the World Bank (2018), the agricultural sector is an important engine that can
help improve the standard of living of 80 percent of the world’s poor who are heavily dependent
on agriculture for their livelihood. Historically, developments in the sector often resulted in
extensive economic development and growth of industry and services (Food and Agriculture
Organization, n.d.). In the case of the United Kingdom of Great Britain, the Industrial Revolution,
which caused the improvement of its economic landscape and infrastructure, was brought about
by the agricultural revolution (White, 2009). Vietnam, a developing country, also experienced
growth in the gross domestic product (GDP) and a decline in poverty incidence in rural areas due
to reforms in agriculture and the provision of a conducive environment for farmers to sell their
goods (Library of Congress, 2005).
In 2014, the agricultural sector constituted one-third of the global gross domestic product
according to World Bank (2018). This translates to the output of approximately 2.5 billion people
all over the world who are economically active in the agricultural sector (FAO, n.d.). More than a
third of the global population that relies on the said sector for their source of income reside in Asia
(FAO, n.d.).
In the case of an emerging country in Asia, the Philippines is considered an agricultural
country given that the agricultural sector is the third-largest contributor to its GDP. Despite this,
those who are economically active in the said sector – the farmers and fishermen – remain to have
a higher poverty incidence as compared to the general population (Jodloman, 2017). Specifically,
the poverty incidence in farmers and fishermen, which are 34.3 percent and 34 percent
respectively, exceed the national average of 21.6 percent (taken from https://psa.gov.ph/).
Similar to other developing countries, there is underinvestment in the agricultural sector of
the Philippines. Compared to the five percent average (of GDP) expenditure in the infrastructure
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of other ASEAN countries, the Philippines spends only an average of two to three percent
(Villegas, 2018) for infrastructure. This, in turn, results in higher logistics, distribution and
processing costs, and lower productivity for farmers. Moreover, the average daily basic pay in
agriculture in 2015 was almost the same as it was in 2001 (Briones, 2017). This shows that over
time, not much growth has happened in the industry.
Human resources in the agricultural sector has also been declining, as evidenced by the
decrease in the number of enrollees and graduates in agriculture-related courses like forestry,
fishery, and veterinary medicine (Southeast Asian Regional Center for Graduate Study and
Research in Agriculture, 2017), and the steady decline in the number of male and female farmers
in the country (National Economic Development Authority, 2017). In the Philippines as well, the
average age of farmers is 57 years old. This is expected to result in a shortage of farmers in about
15 years, creating a possible human resource gap (Dela Paz, 2017).
The inefficiencies in the agricultural sector result to the degradation of the standard of living
of the rural poor. In order to combat this, according to Evangelista (n.d), social entrepreneurship,
which is a means of doing business that focuses on generating financial returns and social value,
can serve as an avenue that can generate financial and social impact. Social enterprises contribute
to the development of the agriculture sector by providing livelihood to the rural poor, creating and
ensuring markets for local products, and sharing farming strategies and entrepreneurial skills to
farmers and fishermen (Evangelista, n.d.).
Generating more than 17,000 jobs and earning US$21 million in net income in a year, the
concept of social entrepreneurship has been gaining more attention in the Philippines (Philippine
Social Enterprise Network, 2017). Currently, the sector of interest of social entrepreneurs in the
Philippines is the agricultural sector, with 19 percent, or one-fifth of social enterprises focusing on
agriculture (PhilSEN, 2017). In particular, based on the survey of PhilSEN (2017), of all five island
groups represented in the survey, namely, Luzon, National Capital Region (NCR), Visayas,
Mindanao, and Autonomous Region of Muslim Mindanao (ARMM), majority of social
enterprises, aside from those in NCR, are engaged in the agricultural sector.
These agricultural social enterprises, like other social enterprises, encounter barriers to
growth. Having no distinct policies intended to protect and support social enterprises (PhilSEN,
2017), experiencing a lack of demand and negative perceptions for their products, having difficulty
in recruitment (Schnabel, 2016) and limited access to financing (British Council, 2015), there is
potential for improving the coordination of the different sectors within the social entrepreneurship
ecosystem in the Philippines. According to Isenberg (2010), the interaction of all the factors in this
ecosystem, namely finance, culture, support, market, human capital, and policy, is a necessary
driver for the creation and growth of businesses. Hence, to maximize the potential and impact of
the agricultural social enterprises in the Philippines, there is a need to determine the external factors
that affect the creation and growth of these ventures, and analyze the roles and interdependencies
of the different factors enumerated in the model of Isenberg (2011).
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Statement of the Problem
For any type of entrepreneurship to arise, the key factors and actors from the entire
ecosystem should be present and accessible to entrepreneurs (Stam & Stigel, 2016). At the same
time, there should be cohesion among the different stakeholders in the ecosystem. To allow this,
and to strengthen the entire entrepreneurship ecosystem, existing knowledge on the different
external factors should be shared among networks to legitimize their roles in their interrelationship.
However, in the case of the Philippines, there is limited information and research on the
entrepreneurship ecosystem of agricultural social enterprises or social enterprises in general. Given
this, there can be an information gap among all the different stakeholders in terms of the specific
roles they play in the ecosystem.
Additionally, different domains in the entrepreneurship ecosystem have existing efforts and
initiatives. However, it is possible that domains, other than the initiator, are not aware of these
initiatives. More importantly, given the lack of information on the interdependencies of the
different domains, there can be deficiencies in the initiatives or policies intended for the
development of the ecosystem.
Lastly, the country’s agricultural sector is currently plagued by several issues, such as high
input costs, low selling price of produce, lack of capital, lack of postharvest facilities, improper
irrigation systems, and other pests and diseases (Arida, 2009). These contribute to a larger problem
on human capital, where the knowledge and skills of farmers are not maximized because of the
inefficiencies in the agricultural sector.
In summary, this study seeks to answer the main research question: How do the different
factors interact in the ecosystem to address human capital development in the agricultural sector?
Objectives of the Study
Given that there are limited studies on the entrepreneurship ecosystem of agricultural social
enterprises, this study aims to add to the current body of knowledge by providing an overview of
the entrepreneurship ecosystem of social enterprises in the agriculture sector.
The researchers will explore the external factors that surround an agricultural social
enterprise according to Isenberg’s domains of an entrepreneurship ecosystem.
More specifically, the researchers aim to address the following objectives:
1. Explore the existing ecosystem of social entrepreneurship engaged with the agricultural
sector in the Philippines through the domains of the entrepreneurship ecosystem (Isenberg,
2011):
a. Policy;
b. Culture;
c. Supports;
d. Human Capital.
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2. Determine the stakeholders and their roles in the social entrepreneurship ecosystem.
3. Describe and explain how the different segments of the ecosystem operate and coexist with
the other segments.
4. Determine and describe how the segments work individually and together to improve the
problem of the human capital of the agricultural sector.
Propositions of the Study
According to Isenberg, the entrepreneurial revolution was prompted by different
stakeholders who were dedicated to ensuring the advancement of entrepreneurship, thereby,
molding an ecosystem that supports the actualization of their vision. In the context of agricultural
social enterprises, the success or failure of the said enterprises do not solely depend on the behavior
and motivation of the social entrepreneur, but they heavily rely on the six different domains as
enumerated by Isenberg.
Table 2
Propositions of the Study.
Propositions
Domains of the social
entrepreneurship
ecosystem
Proposition 1
Policy

Proposition 2

Culture

Proposition 3

Supports

Proposition 4

Human Capital

Definition

There lies a difficulty in passing policies
encompassing
social
entrepreneurship
because there is no consensus yet on the exact
definition of social enterprises.
The prevalence of existing and successful
agricultural social enterprises encourages
entrepreneurs
to
engage
in
social
entrepreneurship.
Support services are always readily available
for the use of social entrepreneurs.
Educational programs on agriculture and
social entrepreneurship are available to bridge
the knowledge gap.

Significance of the Study
Existing literature highlights the importance of fostering a favorable environment or an
entrepreneurship ecosystem for social entrepreneurs to leave a remarkable impact (Kabbaj et al.,
2016). With this, the study aims to contribute to the growing body of knowledge on social
entrepreneurship in the Philippines, specifically the social entrepreneurship ecosystem of
agricultural social enterprises. Moreover, since this study aims to understand four of the domains
in the entrepreneurship ecosystem of agricultural social enterprises, the study can serve as a basis
in the development of strategies and policies that can promote the growth of the sector.
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Information obtained from this study can be utilized by the different players of the
entrepreneurship ecosystem for more effective business decision-making. More importantly, the
results of this research will be shared with all respondents to provide insights and
recommendations that may be used in the improvement of the human capital in the agricultural
sector. More specifically, this study will improve the human capital problem that farmers are
currently experiencing by utilizing the expertise of social enterprises and of the four domains to
address the problem of human capital.
Scope, Limitations, and Delimitations
According to the entrepreneurship ecosystem framework of Isenberg (2011), there are six
important domains that enable entrepreneurship to arise. However, in this study, only four domains
will be discussed thoroughly. These are: policy, human capital, supports, and culture. The reason
being that these are the domains that the researchers have access to, and at the same time, those
involved in these four domains mainly focus on the development of human capital in social
enterprises.
In the Philippines, the top five sectors that social enterprises are generally involved in are
agriculture, business development, financial services, and employment creation (PhilSEN, 2017).
In this study, the focus will be mainly on the agricultural sector. Moreover, in determining the
different stakeholders involved in influencing the creation and growth of agricultural social
enterprises, the domains of the entrepreneurship ecosystem by Isenberg (2011) will be used as a
guide. This will serve as a framework for analyzing the different aspects that affect an agricultural
social enterprise.
During the course of the research, insights on social enterprises and agribusinesses will be
obtained, and a qualitative approach will be used to profoundly analyze each domain. As the
research is a single-embedded case study, and data will only be collected from a selected and
limited number of individuals, the findings cannot be generalized to a larger population and cannot
be used as the basis for scientific generalization (Yin, 1994).
Moreover, the location is a delimitation of the study. Given limited resources in terms of
time and financing, and the scattered location of agricultural social enterprises across the country,
the researchers will gather information through a series of interviews with the different players
within Luzon, particularly closest to Metro Manila. This will ensure that should any follow-up be
needed, information may easily be obtained. The number of interviewees per domain will also be
limited, but the researchers will ensure that all possible information available for this research will
be obtained.
Furthermore, there is no globally agreed definition of a social enterprise. Hence, for the
purpose of this study PhilSEN’s definition will be used, as it is appropriate for local use. This states
that a social enterprise as “social mission-driven organizations that create wealth through products
or services, [and distribute this equitably], enabling the poor and marginalized to become key
economic players and lead better lives” (PhilSEN, 2017). More specifically, this study will be on
social enterprises that are engaged in the agricultural sector. For the purpose of this study, social
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enterprises that focus on farming, supplying, processing, and service delivery of produce will be
included (van Rooyen, Esterhuizen, & Doyer, 1999).
Definition of Terms
The following are the definition of the terms that are commonly used in this study.
Agriculture. Abbas (2016) defined agriculture as “science in the art of farming including
the work of cultivating the soil, producing crops, and raising livestock.” Moreover, it is a livelihood
based on crop plants and domestic animals (Harris & Fuller, 2014).
Agricultural Social Enterprise. This is simply a social enterprise in the agricultural
sector, which commonly utilizes farmers and makes them more productive (Gonzales, 2018).
Human Capital. According to Son (2010), human capital is the “ability and efficiency of
people to transform raw materials and capital into goods and services.” These skills can be acquired
through the educational system.
Social Enterprise. It is defined by PhilSEN (2017) as “social mission-driven organizations
that create wealth through products or services, [and distribute this equitably], enabling the poor
and marginalized to become key economic players and lead better lives.”
Social Entrepreneurship. It is defined as “the field in which entrepreneurs tailor their
activities to be directly tied with the ultimate goal of creating social value” (Abu-Saifan, 2012).
Furthermore, Dacanay (2013) studied social enterprises with the poor as primary stakeholders or
SEPPS, which she defined as “social mission-driven wealth-creating organizations that have a
double or triple bottom line (social, financial, environmental), explicitly have as principal objective
poverty reduction/alleviation or improving the quality of life of specific segments of the poor, and
have a distributive enterprise philosophy.”
Social Entrepreneur. Social entrepreneurs are “people with new ideas to address major
problems who are relentless in the pursuit of their visions… the social entrepreneur changes the
performance capacity of society” (Bornstein, 2007). Social entrepreneurs create businesses that do
not aim to create substantial profit for themselves, or their investors, but aim for the value that
provides benefit for society (Martin & Osberg, 2007).
Review of Related Literature
Overview
There is existing literature on the entrepreneurship ecosystem of traditional business that
generated significant economic and social value. The results of these studies aim to serve as
frameworks for other businesses to mimic (Feldman & Francis, 2002). Studies on the social
entrepreneurship ecosystem have been rising as well because of the need to understand the context
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of their entrepreneurial environment to enable the development of strategies that will help foster
an environment that is conducive for social entrepreneurs to do business (Kabbaj et al., 2016).
The term ‘entrepreneurship ecosystem’ was coined and developed in the 1980s and 1990s.
This posits that external conditions have a critical impact on the entrepreneurial process (Dubini,
1989; Van de Ven, 1993). It also refers to the interdependency of different external factors, like
policies and networks, that enable or prevent entrepreneurship to arise (Stam & Stigel, 2016).
In the Philippines, where social entrepreneurship has become one of the prevailing ways of
doing business, the agriculture sector is a common area of interest for entrepreneurs (PhilSEN,
2017). This sector presents viable opportunities for economic growth because the Philippine
economy relies heavily on the agriculture sector, and at the same time, the possible decline of
poverty incidence in the country since majority of the poor are farmers and fishermen (Jodloman,
2017).
Domains of the entrepreneurship ecosystem
In a presentation by Villalba (2011), she enumerated the different barriers to social
entrepreneurship in the agriculture sector. These are: “lack of entrepreneurial mindset, lack of
exposure and training skills, low demand to be socially entrepreneurial, incoherent development
policies and programs, economic/business culture, and high cost of entrepreneurship because of
lack of infrastructure support, high corporate tax, and the high cost of energy and capital.” Elsa
Belarmino, the propagator of Matin-ao Rice Centre, a social enterprise, acknowledged that
substantial capital is needed for economies of scale and education of investors on how savings and
mobilization work are requisites for starting a business (CEC and Gibson, 2008). Moreover, the
same study posits that the role of the community is essential in shaping social enterprises.
To further discuss entrepreneurship ecosystem, enumerated below are the six domains
suggested by Isenberg (2011): policy, finance, culture, supports, human capital, and markets.
Policy
Extant literature shows that social entrepreneurship is the key to solving social problems,
especially for third world countries (Pandey, et al., 2017; Kabbaj et al., 2016). Having shown
resilience at times of economic and financial crisis, generating employment, improving the
standard of living of local communities, and most importantly, empowering marginalized groups
further reiterates the impact of social enterprises in the improvement of an economy (PhilSEN,
2017). In developing countries where social entrepreneurship can be an avenue to alleviate
poverty, there are limited policies that are specifically intended to benefit social enterprises; hence,
practitioners find difficulty in accessing opportunities that can help sustain and scale up their
businesses.
In the case of the Philippines, PhilSEN (2017) reported that there are no policies distinctly
made for social enterprises. However, there are existing legislations that are relevant and
applicable to them. For example, the Go Negosyo Act (R.A. 10644) supports business centers and
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start-up funds, and provides training and assistance to micro, small, and medium-sized enterprises.
Magna Carta for Micro, Small, and Medium Enterprises (R.A. 9501) also aims to help micro, small
and medium enterprises (MSMEs) by giving reasonable incentives, improving their networks, and
facilitating their access to funding and support services.
In terms of support to the agricultural sector, the Comprehensive Agrarian Reform Law of
1998 (R.A. 6657), aims to help farm owners in terms of land distribution and providing financial
and technical support. Through the Social Reform and Poverty Alleviation Act of 1997 (R.A.
8425), the People’s Development Trust Fund (PDTF) was established to capacitate microfinance
institutions and their beneficiaries through consultancy and training services, and scholarships and
training grants.
Consequently, there is a pending bill in the Philippine Congress that is dedicated to the
promotion of a conducive environment for the growth and development of the social enterprise
sector, which is the Poverty Reduction through Social Entrepreneurship (PRESENT) Act of the
17th Congress. Included in the provisions of this bill are the creation of the Social Enterprise (SE)
Development Fund to support skills training, technical assistance, technology intervention, and
other related activities; the establishment of Social Enterprise Research and Development System
to provide relevant research that can equip social enterprises with technologies and innovative and
sustainable approaches to improve the quality of support social enterprises can provide the poor;
and the establishment of Social Enterprise Marketing Infrastructure Development that aims to
promote and upscale the products and services offered by social enterprises so that they can better
compete locally and globally. The bill also includes financial incentives like special credit
windows, tax exemptions, incentives to social investors, and access to Agriculture and Fisheries
Credit, Social Enterprise Guarantee Fund Pool, and People’ Development Trust Fund.
However, according to Habaradas (2018), there are inadequate and lacking provisions in the
bill, for example, a consensus on the definition of “social enterprises” who are the intended
beneficiaries of the bill. This became one of the factors that impedes the progress of passing the
PRESENT Bill (The Manila Times, 2017).
Other government departments, like the Department of Trade and Industry (DTI-7), have
also expressed their interest in supporting local social enterprises in their region so that they can
help improve the standard of living of their local farmers (Dagooc, 2018). However, in their case,
there are no specific programs that are dedicated to supporting these social enterprises.
Finance
A study done in Vietnam by Anh, et al. (2014) on social enterprises in the health and
agricultural sectors listed access to finance as a top challenge to growth. According to this study,
microfinance institutions and small-scale credit institutions had difficulty meeting government
requirements, and many social enterprises simply relied on grants for financing. Anh, et al. (2014)
also stated that impact investment on social enterprises was far from the targeted rates due to the
“lack of good business plans with attractive revenue models, a transparent financial and accounting
system, and social impact evaluation.”
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The same was evidenced in Kenyan social enterprises, as stated in a study done by GriffinEl and Darko in 2014. Despite the presence of impact investors and lenders in the country, social
enterprises were not prioritized because they focused mainly on funding established and profitable
enterprises. Particularly, the agriculture sector consisted of mixed source funding, relying on
internal revenue and external donor support. This suggests that enterprises are not yet fully
financially sustainable.
On the contrary, in a country-wide study done in 2015 by the British Council on social
enterprises in the Philippines, access to finance was not listed as a top constraint to growth.
Organizations like British Council, the Australian Government and United Nations Development
Programme (UNDP), partner with local financial institutions in the Philippines to help fund and
promote social enterprises (United Nations Development Programme, 2017).
Despite this, there are still numerous challenges that social entrepreneurs face in this domain.
PHILSEN (2017) stated that the top three constraints encountered by social enterprises in terms of
obtaining funding are limited supply of capital, unrefined business models, and low access to
investors due to the lack of networks.
Culture
The culture of an ecosystem may either help or hinder social entrepreneurship, as according
to Roundy (2017), social enterprises are more likely to grow in a supportive community or
ecosystem that is cooperative and has a “give-before-take” culture, rather than a system that is
unsupportive and uncooperative. Furthermore, as social enterprises are based on value creation,
philanthropy, and altruistic behaviors, a culture that promotes these values, rather than a culture
that solely promotes capitalism without a social mission, will aid in making these types of
businesses thrive (Miller et al., 2012). This is evidenced by a Moroccan study by Kabbaj et al.
(2016) which showed that combining social and economic goals was perceived by society as
malpractice, therefore making culture an obstacle in promoting social enterprises.
In addition to this, Steiner and Teasdale (2017) stated: “social enterprises can both draw
upon, and stimulate, voluntary and collaborative community culture, thus binding communities
together.” Thus, besides the importance of a community’s culture to a social enterprise, the
business may also create additional benefits for a community. This includes community cohesion
wherein the business and community may work together to provide benefits for both parties.
In the Philippines, the business culture is a mix of both eastern and western cultures,
influenced by Asian traditions and Western practices. Filipinos have a sense of respect for
authority, similar to the rest of Asia, which may be traced to the barangay concept wherein there
were a hierarchical social structure and authoritarian relationships between members. However,
with western influence, the Filipinos sense of authority is described as the mere acceptance of
authority. Many Filipino businesses are more democratic and participatory, rather than autocratic
while maintaining a hierarchy. Filipino workers also tend to rely on their superiors for guidance,
rejecting risk and responsibility (Mendoza, 2001).
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Furthermore, Filipino business culture practices the concepts of pakikisama, or strong
personal relations, and bayanihan, or teamwork (Sison & Palma-Angeles, 1997). This shows the
obligation of a business to help the community and those in need, making it a conducive
environment for social enterprises. However, despite this, the Philippines currently faces a
challenge in capturing the market. There is a very limited market for fair trade and organic products
because of the price premium attached. Because there is a large income gap in society, very few
families can afford to support social enterprises, creating a disparity between producers and
consumers (Hansen, 2014). Thus, the majority of the market still chooses to patronize
commercially available brands that offer a lower price.
Supports
Agribusinesses deal with traditional business problems such as relationship management in
the supply chain and influencers of the chain (Shultz, 2018). New innovations in transportation
and telecommunications sector disrupt the agribusiness similar to how traditional business are
disturbed (Isenberg, 2011). Strzebicki (2018) states that the recent developments in information
technology and the internet are utilized by the agribusiness sector. Moreover, he emphasized that
the utilization of information technology is significant for the sector’s competitive advantage.
According to Ballesteros and Llanto (2017) of the Philippine Institute for Development Studies, a
social enterprise, Rags2Riches, partnered with Netsuite, a leading global provider of cloud-based
business solutions, for creating their accounting system. Moreover, Rags2Riches also created
Artisan Academy wherein employees and artisans were trained through the support of Bangko
Sentral ng Pilipinas and Bankers Association of the Philippines.
New standards for business operations increased the complexity of how agribusinesses
operate (Shultz, 2015). However, the complexity of agribusinesses should not hinder social
entrepreneurs to enter the sector, for there are several support organizations that offer training and
programs for those who lack the skills (Wiggins and Gibson, 2003). This could be supported by
the statement of Peters et al. (2004), “support organizations, such as incubators and accelerators,
provide entrepreneurs with office space, mentorship, exposure to capital providers, a community
of other early-stage entrepreneurs, and access to support professionals, such as legal, accounting,
and technical advisers.” Again, customers in the agribusiness sector have high expectations from
agribusinesses; with this, agribusinesses should utilize all available resources to meet customer
demands (Shultz, 2005). At the same time, governments and policymakers turn to social
entrepreneurs to address some of the most significant problems of society (Roundy, 2017).
Practitioners and policymakers view the social enterprise ecosystem as a way of creating
jobs that will attract skilled workers from other regions, injecting innovation into local
communities, and in many cases, rejuvenating depressed local or regional economies (Audretsch
et al., 2006; Malchow-Moller et al., 2011). Political pressures such as zoning, safety, quality
control, ecology, access to water and power, and conservation motivate many agribusiness firms
to become politically active (Shultz, 2005).
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Human Capital
Social enterprises find difficulty in recruiting and retaining talents to work towards achieving
their cause because of limited resources (Schnabel, 2016; Kabbaj et al., 2016). As a result, a part
of the composition of manpower for social enterprises are volunteers who believe in the cause,
values, and potential impact of the enterprise (Kabbaj et al., 2016). These individuals are then
expected to “demonstrate increased flexibility, rapid knowledge and skill acquisition, creativity,
entrepreneurial drive and energy, and strong intrinsic motivation” (Miller, Grimes, McMullen, and
Vogus, 2012) to add to the financial sacrifices the same individuals need to entail because the
salary and benefits one receives is not comparable to that of corporations (Schnabel, 2016). Social
enterprises also find difficulty hiring employees who have entrepreneurial mindsets or business
skills (British Council, 2015). Despite this, there are social enterprises like Rags2Riches that have
employees who have corporate experience, and social enterprise staff who previously worked as
scavengers, and are now workshop supervisors (Graham, 2014).
The agricultural sector of the Philippines also experiences the same difficulty, with a steady
decline of farmers – from 31 million to 29.1 million (Philippine Statistics Authority, 2015). This
can be associated with the increased interest in working in more profitable jobs like working in
call centers or fast-food chains, and the decrease in the size of agricultural lands which are now
converted into residential or commercial spaces (De Guzman, 2018).
In terms of educational institutions, there are higher education and research institutions that
provide programs and courses on social entrepreneurship, and at the same time, support to social
entrepreneurs (British Council, 2015). There are currently also undergraduate and graduate degree
programs available in the country on agriculture and agribusiness management.
Markets
The market landscape of today’s agricultural sector is more dynamic and complex compared
to other industries. Kusraeva (2018) states that the market landscape of agribusiness is distinct
from other industries because of its consumers and social networks. He argued that agribusiness is
a complex set of processes involving several groups and individuals that intend to create a final
product in which its sum is greater than its parts. Moreover, Shutlz (2015) shared that consumer
health and wellness will help determine the success of the business. The increasing demand for
healthier food options and the growing usage of convenient delivery have caused disruption in the
food industry (Burroughs, 2018). This disruption created an opportunity for home delivery services
(Needham, 2018). With the dynamic changes in the agriculture industry, producers should consider
consumers as active participants who can provide additional value to the business (Kusraeve,
2018). Shultz (2015) also argued that consumers of the agriculture sector act as the dominantchange agent for industry practices. Agribusinesses should consider the rapid adaptation of
technology to meet these changing market demands (Kusraeva, 2018).
Unlike traditional business segments, social entrepreneurs have the option to use resources
and networks given by NGOs, incubators, and accelerators for additional support (Casasnovas &
Bruno, 2013). According to a study conducted by Schlicht et al. (2012), local food networks lead
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to the advancement of the agriculture sector by making it easy for agribusinesses to understand
food traditions and the culture of their market. Moreover, local food networks understand the
importance of integrating collaborative management or governance to agribusiness practices
(Agranoff, 2007; Kapucu et al., 2009; Fountain, 1994, etc.).
Human Capital Development in the Agricultural Sector
Human capital is a key driver to solve a developing country’s problem of poverty, for it is
a determinant of labor productivity, technological innovation, and sustainable economic growth
(Canlas, 2016). Economic growth only occurs for developing countries when agricultural
productivity is supported by a strong human capital foundation (Huffman & Orazem, 2004).
According to Castro et. al (2017), 26.5% of the Philippine population is living below the poverty
line with 4.5 million unemployed and 7.3 million underemployed. In a study conducted by Byerlee
(1994), it is said additional schooling of farmers increases the ability of farmers to accept and learn
technological innovation. However, the low educational attainment of Filipinos is increasing the
gap for the Philippines to develop a strong human capital foundation for economic development
(Canlas, 2016). Although there is a large gap between the existing and needed skills to advance
human capital in the Philippines, it is forecasted that this gap will start to close out as countries
continue to grow and progress (Son, 2010).
The decision of choosing to stay in school is a crucial factor that will determine whether
farmers will stay in agriculture or elsewhere (Huffman & Orazem, 2004). Huffman & Orazem
(2004) also inferred that “hired farmworkers generally have significantly less education.” With
this, it is true that access to higher education in the Philippines depends on the ability to pay rather
than the ability to learn (Canlas, 2016). Unfortunately, there are better incentives for young and
educated Filipinos to migrate and pursue opportunities outside the Philippines instead of staying
and contributing to the development of the country (Huffman & Orazem, 2004). Most importantly,
the key in creating sustainable growth for agricultural enterprises is through focusing on the
development of the skills and knowledge level of the agri-preneurs (Randela et al, 2008).
Research Gap
From reviewing prior literature about the different segments in the ecosystem of
agribusinesses, the research gap that this paper intends to fill is the definition of the domains:
policy, human capital, supports, and culture in the social entrepreneurship ecosystem in the
Philippines. Isenberg’s entrepreneurship ecosystem framework determined the different
components of the ecosystem on a fragmented level; however, he did not explain thoroughly how
the different segments work as a whole. By integrating the insights from different segments of the
Philippines’ agricultural social entrepreneurship sector, this paper will be able to draw more fitting
insights into the sector’s development. Furthermore, this study aims to provide useful insights to
add to the current literature on agricultural social enterprises and their ecosystem. This will lead
to information and recommendations that may be used by the different stakeholders in the industry.
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Research Framework, Design, and Methodology
Conceptual Framework
The ecosystem is defined as a complex network and interconnected system (Khan, 2013).
This concept was used by Moore (2013) in the management field to compare a business ecosystem
to a biological ecosystem where companies and stakeholders build several relationships in an
environment called the “ecosystem.”
Isenberg (2010) proposed a model for an entrepreneurship ecosystem. The model has
thirteen factors which are: leadership, government, financial capital, success stories, societal
norms, non-government institutions, support professions, infrastructure, educational institutions,
labor, networks, and early customers. These factors are then further classified into six categories
which are: policy, markets, finance, culture, support, and human capital (Isenberg, 2011). This is
summarized in Figure 1 below.
Although this concept is typically used for traditional, for-profit businesses, the term can
also be applied to research on social enterprises mainly because a social entrepreneur is simply
another type of entrepreneur (Roundy, 2016). Therefore, the researchers adopted this model as the
conceptual framework of this paper.
The model shows that the entrepreneurship ecosystem is composed of six domains:
Policy. This is defined by the Oxford University Press as “a course or principle of action
adopted or proposed by an organization or individual.” Isenberg (2011) enumerated leadership and
government as the main focus of the policy domain.
Finance. This is crucial for any type of enterprise to form and subsequently operate. The
use of capital upon the business startup is shown to have important implications for the operation
of the business, risk of failure, firm performance, and the potential of the business to expand
(Cassar, 2004). Isenberg (2011) included financial capital as the focus of finance in the ecosystem.
Culture. Culture is defined as the set of values, norms, and knowledge that is shared among
the ecosystem’s participants (Doney et al., 1998). Success stories and societal norms, according to
Isenberg (2011) are important contributors to culture.
Supports. All organizations that work towards promoting social entrepreneurship and
supporting social entrepreneurs are considered as support structures (Kabbaj et al., 2016). These
support structures are infrastructure, support professions, and non-government institutions
according to Isenberg (2011).
Human Capital. Social enterprises are composed mainly of permanent staff and
volunteers (Kabbaj et al., 2016). Isenberg (2011) also enumerated labor and educational
institutions as the focus of human capital in the entrepreneurship ecosystem.
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Markets. According to Isenberg’s entrepreneurship ecosystem, markets consist of players
such as early customers as well as networks. These are the stakeholders that support and buy the
products a company offers.

Figure 1. Domains of the Social Entrepreneurship Ecosystem
Note. From “The Entrepreneurship Ecosystem Strategy as a New Paradigm for Economic Policy:
Principles for Cultivating Entrepreneurship” by Isenberg (2011).
Operational Framework
The framework is operationalized by creating questions that are based on each domain of
Isenberg’s entrepreneurship ecosystem model. These questions served as a guide and starting point
in the interviews that was conducted with the stakeholders. The table below features the guide that
was used in the case study. These helped in generating insights that helped address the propositions
of the study as well as the research objectives.
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Table 3
Interview guide
Domain

Guide Topics

Policy

●
●
●
●

Goals and mission and/or advocacy
Specific programs and initiatives created
Vision for social enterprises and the agricultural sector
Contribution to human capital development in the agricultural sector

Culture

●
●
●
●
●

Motivation and success story
Support received from other domains
How the support received could be improved
Challenges faced during the growth of the business
Vision for social enterprises and the agricultural sector

Human
Capital

●
●
●
●
●

Goals and mission
Specific programs and initiatives created, and target participants
Mentorship and training processes
Vision for social enterprises and the agricultural sector
Contribution to human capital development in the agricultural sector

Supports

●
●
●
●

Goals and mission
Services offered and how they are used by social enterprises
Vision for social enterprises and the agricultural sector
Contribution to human capital development in the agricultural sector

By focusing on the definition of the domains by Isenberg (2011), the group was able to
identify the relevant respondents for the study. The researchers also focused on studying the
processes and systems of the different players to better understand and describe the current context
of the ecosystem.
Research Design
This exploratory study focuses on the entrepreneurship ecosystem of agricultural social
enterprises, which is an important phenomenon in the business landscape in the Philippines.
Hence, based on the definition of Yin (1994), to better analyze the data gathered from multiple
stakeholders in the ecosystem, this study utilized a case study method, in particular, a single
embedded case study research design. Through this, the researchers observed patterns across each
domain in the entrepreneurship ecosystem but only within the case of the ecosystem of agricultural
social enterprises.
Furthermore, using the data gathered from interviewees, the researchers used a narrative
approach to interpret the answers of the different stakeholders to come up with the current picture
of the agricultural social entrepreneurship landscape.
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Research Design
This exploratory study focuses on the entrepreneurship ecosystem of agricultural social
enterprises, which is an important phenomenon in the business landscape in the Philippines.
Hence, based on the definition of Yin (1994), to better analyze the data gathered from multiple
stakeholders in the ecosystem, this study utilized a case study method, in particular, a single
embedded case study research design. Through this, the researchers observed patterns across each
domain in the entrepreneurship ecosystem but only within the case of the ecosystem of agricultural
social enterprises.
Furthermore, using the data gathered from interviewees, the researchers used a narrative
approach to interpret the answers of the different stakeholders to come up with the current picture
of the agricultural social entrepreneurship landscape.
In addition, a methodological triangulation approach is used to provide more valid and
reliable findings, and to minimize the effects of bias (Graue & Walsh, 1998). This is done by
combining document analysis, semi-structured interviews, and participant observation (Kabbaj et
al., 2016). Prior to conducting semi-structured interviews, the researchers prepared an interview
questionnaire with open-ended questions based on the propositions of this study and the conceptual
framework. These were used when the researchers conducted separate interviews with each
stakeholder. Moreover, the researchers also analyzed existing documents on the history of all the
organizations and stakeholders that will be part of this research. These were done to prevent bias
(Graue & Walsh, 1998) and to create a better picture of the entrepreneurial landscape of
agricultural social enterprises.
Research Participants
The researchers mainly relied on primary information, specifically interviews for its data.
This is to better see the effect of each stakeholder on agricultural social enterprises, as well as their
relationships with one another. By focusing on the development of the human capital in the
agricultural sector, the group was able to identify the relevant respondents for the study.
With this, the group conducted ten separate interviews with different stakeholders in the
ecosystem. Eight interviews were done face-to-face, one interview was done through a video call,
and one interview was done by giving the interviewee a questionnaire. The interview summary
can be found in Tables 3 to 6.
In general, the interviewees were chosen based on the subdomains specified by Isenberg
(2011) in the entrepreneurship ecosystem. Moreover, the inclination of interviewees to the
agricultural sector and social enterprises was also taken into consideration.
Specifically, for the policy domain, the interviewees specified in Table 3 were chosen
because of their affiliation with the government, which is in line with Isenberg’s entrepreneurship
ecosystem model, and their affiliation with the agricultural sector and social enterprises.
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Table 4
Interview details for the Policy Domain
Organization

Respondent

Position
Former
Senator

Date of
Interview

Duration

Office of the Senator Bam
Aquino

Senator Paolo
Benigno
“Bam” Aquino

Office of the Senator Kiko
Pangilinan

Senator Francis Senator
“Kiko”
Pangilinan

July 4, 2019

62 minutes

Department of Trade and
Industry – Bureau of Small
and Medium Enterprise
Development (DTIBSMED)

Mr. Edwin
Pasahol

June 19, 2019

98 minutes

Director

Questionnaire

The stakeholders chosen for the culture domain, summarized in Table 4, were social
entrepreneurs specifically owning and managing social enterprises engaged with the agricultural
sector, aimed at uplifting the lives of farmers. Specifically, under Isenberg's model for the
entrepreneurship ecosystem they are those who have gained success stories through the success of
their businesses, and are able to answer questions regarding societal norms.
Table 5
Interview details for the Culture Domain
Organization

Respondent

Position

Date of
Interview

Duration

Bayani Brew

Mr. Ron Dizon

Co-founder

June 23, 2019

50 minutes

CalaBoo Dairy Co.

Ms. Marie
Cavosora

Founder
and CEO

May 21, 2019

54 minutes

Good Food
Community

Ms. Charlene Tan

Founder
and CEO

June 9, 2019

64 minutes

For the supports domain, specified in Table 5, respondents that were chosen are those that
provide aid to social enterprises with regards to incubation, as well as support in terms of shared
services, such as legal, accounting, and technical expertise. This also includes non-government
organizations and non-profit institutions, as discussed in Isenberg’s model.
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Table 6
Interview details for the Supports Domain
Organization

Respondent

Position

Date of
Interview

Duration

Gawad Kalinga
Enchanted Farm
(GKEF)

Mr. Leonard Dungca Mindanao Island
Head at GK
Enchanted Farm
Innovations, Inc.

May 27,
2019

81 minutes

Lasallian Enterprise
for Economic
Development
(LSEED)

Mr. Norby Salonga

Development
Specialist

June 7,
2019

32 minutes

Foundation for a
Sustainable Society
Inc. (FSSI)

Mr. Sixto Donato
“Dodo” Macasaet

Executive Director June 19,
2019

54 minutes

For the human capital domain, the following stakeholders, under Table 6 were chosen
based on Isenberg’s subcategories of human capital which are educational institutions that offer
general degrees, and specific entrepreneurship trainings.
Table 7
Interview details for the Human Capital Domain
Date of
Interview

Organization

Respondent

Position

Duration

Ateneo Center for Social
Entrepreneurship (ACSEnt)

Ms. Ana Tan

Director

June 10,
2019

64 minutes

School for Experiential and
Entrepreneurial Development
(SEED)

Mr. Leonard
Dungca

Mindanao
Island Head

May 27,
2019

81 minutes

Lasallian Social Enterprise and
Economic Development National Service Training
Program (LSEED-NSTP)

Mr. Norby
Salonga

Development
Specialist

June 7,
2019

32 minutes

Research Instrument
The researchers used an open-ended interview questionnaire in discussing each domain of
Isenberg’s entrepreneurship ecosystem to operationalize the research design and methodology.
This allows for flexibility and the opportunity to identify non-verbal cues which may lead to
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secondary questions (Easterby-Smith, Thorpe & Jackson 2015). The questions were formulated
based on the theories and concepts discussed in the earlier chapters to answer the objectives of this
study. The interviews were also voice recorded, with the permission of the interviewees, and case
study notes and transcripts were compiled for later checking.
Data Collection Procedures
The group had a total of 10 weeks, from May to July 2019, to complete this research. The
summary of activities for this research is discussed below.
To jumpstart the collection of data, the group gathered the contact details of all potential
target respondents. After checking their availability, the group scheduled a meeting with the target
respondents with at least one representative per domain. Preliminary research about the finalized
respondents was conducted by the group to sharpen interview questions. The initial questionnaire
was also refined and tailored accordingly, based on prior research to make the most out of the
interview and ensure that more insights, rather than general knowledge were discussed.
During the interview, a member of the group was tasked to ask the questions to the
respondent, while another group member took down important points in the interview. The
questions asked were not limited to the topics drafted prior to the interview proper, but were based
on the flow of the discussion. All recordings, transcripts, notes, and interview materials were
archived properly for final analysis.
After completing all interviews with the target respondents, the group proceeded with the
single-embedded case study analysis. Each segment of the ecosystem was considered as an
embedded case. After analyzing the cases individually, the group triangulated the available date to
assess the reliability of data using the interview outcomes, participant observations, and
preliminary data. All data collected were used to provide recommendations and answer the
research questions of the research.
Analytical Methods
A single-embedded case study method was used to answer the proposed research questions.
Through a comprehensive structure for the interview of respondents, effective execution of
interview proper and accurate data recording, the group was able to obtain valuable qualitative
insights. In particular, the case study will feature (1) role of the respondent in the social
entrepreneurship ecosystem (2) the respondent’s profile and initiatives created, and (3) the
contribution to the human capital development of the agricultural sector.
After conducting the interviews, the embedded cases were analyzed, triangulating the
derived interview insights. The researchers synthesized all findings in analyzing the cases to test
the propositions proposed in Chapter 1. Through this analytical method, the researchers were able
to maximize the insights derived from the interviews effectively and efficiently.
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Ethical Issues
Pelteret & Ophoff (2016) explained that severe issues could arise from improper or
inadequate protection of data privacy. With this, the researchers assured all respondents that all
sensitive information communicated to the group will be kept with confidentiality. In addition,
written consent forms were collected from respondents to ensure that the data collected is used
solely for the purpose of the study.
Data Results on Policy
Office of the Senator Bam Aquino
Role of Senator Bam Aquino. Before starting his background in public service, Former
Senator Paolo Benigno “Bam” A. Aquino IV co-founded Hapinoy, a program that gave Filipino
mothers the opportunity to become micro-entrepreneurs by giving them access to capital through
microfinancing, training and mentorship, and other business opportunities. He was awarded as one
of the Ten Outstanding Young Men of the Philippines under the Social Enterprise and Community
Development Category in 2010. He then served in the Senate of the Philippines from 2013 to
2019.
Interview Results. Aligned with his belief that “each person has the capacity to help himself
[or] herself given the right opportunities,” this became the main motivation for Mr. Aquino to push
for laws regarding micro, small, and medium enterprises (MSMEs).
When I ran for the Senate in 2012, a lot of people were asking me why my laws were
always about support for micro-, small- and medium- enterprises. The truth is, this
advocacy is really close to my heart because of Hapinoy.
Despite having to give up his role under his social enterprise in order to work for the
government, he remained devoted to creating policies aligned with his advocacy, stating that
during his role as the Chair of the Committee of Trade, Commerce and Entrepreneurship in the
16th Congress, “I pushed for the passage of the PRESENT Bill, Inclusive Business Bill, and Social
Value Bill.” His aim was to design policies that patterned social entrepreneurial values and
displayed his belief that “you have to build empathy with the community you were serving in order
for you to serve them well and sustainably.” He balanced listening to “sectors pushing for muchneeded reform while managing their expectations of what can be achieved in the short and long
terms.” Alongside this, he relied heavily on feedback for his policy formulations giving them “an
innovative edge.” With this, the lessons that he learned as a social entrepreneur, were incorporated
with his role as a Senator.
With social entrepreneurship close to his heart, he “coordinated and worked closely with
the PRESENT Coalition,” a group of social enterprise practitioners, advocates, NGOs and
members of the academe who have joined together to advance social entrepreneurship as an
approach to poverty and economic development, for the “development of, consultations and
deliberations on the [PRESENT] bill in the Senate.” This is because he believes that with the
373 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

difficulty of running a business in the Philippines, even more so as a social enterprise, “social
entrepreneurs need all the help they can get.”
The bill, however, has not yet been passed due to certain challenges. He stated one of the
biggest challenges being the “lack of consensus and shared understanding of what social
enterprises are.” On the side of the government, a concrete definition of a social enterprise is
needed in order to provide a “clear basis for identifying which organizations would qualify for the
support and incentives” given by the bill. However, there comes an argument from the social
enterprise community that there are “different forms of and a vast range of enterprises with various
kinds of social enterprise models,” and that social enterprises should not be limited to a concrete
definition. Another challenge in the passing of the bill was that the Department of Trade and
Industry has already been “[strengthening] its initiatives in support of MSME Development” by
analyzing “how it could support inclusive businesses.” Thus, adding to the lack of a concrete
definition of social enterprises, the government cannot properly assess the “added support it needs
which it isn’t already giving currently to MSMEs and other forms of businesses or organizations.”
Realizing the importance of micro, small, and medium enterprises, apart from social
enterprises, Mr. Aquino also successfully passed the Go Negosyo Act as one of his first laws with
a key program being the establishment of Negosyo Centers. This act aims to “promote ease of
doing business and facilitate access to services to MSMEs.” Creating much impact to society, he
noted that “When I started as a senator, Negosyo Centers were just a dream, but today, there are
over 1,000 Negosyo Centers all over the country.” The concept was tailored after Hapinoy’s 3M
framework giving businesses “Money (or access to capital), Market (or new market opportunities),
and Mentorship.”
Along with the previous bills mentioned, Mr. Aquino wanted to “ensure that our children
and youth learn to appreciate social entrepreneurship at an early age,” therefore passing the Youth
Entrepreneurship Bill to integrate entrepreneurship into school curriculums and provide funds and
support to young entrepreneurs.
Although Mr. Aquino is no longer actively seated in the government, he is “happy to
support the PRESENT bill as a private citizen.” His personal agenda includes working together
with the PRESENT coalition to “reconnect, review and map out existing policies, and revisit the
bill and possibly update it given newer developments.” However, because there has been much
support by other senators and lower house representatives in the past, he still has high hopes that
more legislators will be able to push for and refile the bill, reflecting the new studies that have
been conducted regarding social enterprises.
What we envisioned with the Social Enterprise bill is an ecosystem that promotes inclusive
value chains and provides small farmers with sustainable access to markets for their
products at fair prices, and thus more sustainable livelihood and better income and
economic opportunities for agri-based communities. I believe this will strengthen the
agricultural sector and boost support for farmers and agri-based workers.

374 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Connecting this to the agricultural sector, Mr. Aquino recognizes that this is one of the
many challenges the country is facing and believes that “given the large percentage of Filipinos
living in rural areas and working in the agricultural sector,” social enterprises that help uplift
farmers should be encouraged and prioritized.
Department of Trade and Industry - Bureau of Micro, Small, and Medium Enterprise
Development (BSMED)
Role of DTI and BSMED. With the thrust of “Enabling Business, Empowering
Consumers,” the Department of Trade and Industry (DTI) is the government agency responsible
for realizing the country's goal of globally competitive and innovative industry and services sector
that contributes to inclusive growth and employment generation. Under this is the Bureau of Micro,
Small, and Medium Enterprise Development (BSMED), specifically assigned to implement
projects and initiatives catered to MSMEs.
Interview Results. According to Mr. Edwin Pasahol, the DTI-BSMED Senior Trade and
Industry Development Specialist, they provide assistance and services to businesses “about [all]
the aspects of business operations like marketing, production, technical, management, training,
finance.” This includes the promotion of businesses both locally and internationally. Under DTI is
the Export Marketing Bureau, responsible for “export or doing business abroad.” Furthermore, for
the protection of customers, they have the Fair Trade Enforcement Bureau (FTEB), among its
responsibilities, include handling sales promotions and the “registering of these promotions.”
In addition, for the implementation of programs and initiatives related to MSMEs, there is
the Bureau of Micro, Small, and Medium Enterprise Development. Among its functions are the
“[promotion and development of] MSMEs by way of developing programs and services for them.”
In addition to this, they also manage policy advocacy, “so any simulated policy is dumadaan dito.
Kahit hindi siya initiated by DTI, even if it is initiated by other stakeholders.” Therefore, overall,
BSMED takes control of overviewing “programs and services being implemented across the
regions and provinces.”
Given this, they have a vast variety of programs specifically aimed to uplift the challenges
faced by MSMEs. This includes “training or technical marketing,” specifically done by the
Philippine Trade Training Center, “acting as [its] learning institution.” Catering to “those expand
[and broaden] their business,” their seminars revolve around “product pricing, business exporting,
quality control,” and the like. For the promotion of local products, DTI organizes “trade events to
communicate the products of MSMEs” as well as “trade missions.”
One of the biggest projects implemented by DTI in partnership with the Philippine Center
for Entrepreneurship (PCE) is the Go Negosyo program, as mandated by Republic Act 10644 or
Go Negosyo Act, whose beneficiaries are MSMEs with asset sizes below 3 million pesos. One of
its features includes the establishment of Negosyo Centers which “act as a one-stop-shop facility
na kung saan yung mga entrepreneurs can register their business,” serving as a “mini-DTI.” “So,
if anybody would like to start a social enterprise tapos medyo malayo, he or she need not go to the
DTI office. Basta may malapit na Negosyo Center sa kanya pwede na siyang mag pa-register
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doon.” Aside from business registration, the centers also provide business advisory services, as
well as assistance and training.
One of the goals of Negosyo Centers is to “simplify or streamline business team
registration.” As stated by Mr. Pasahol, hassles in business registration such as the need to line up
and the requirement of many documents “are [now] things of the past.” Currently, “registration
would only take about 30 minutes or less because we have now the Negosyo Centers na malapit
na dyan sa kanila,” alongside the ability to register in facilities such as SM malls and online,
creating convenience for the start-up of businesses. Furthermore, according to Mr. Pasahol,
beneficiaries are satisfied with the services provided by Negosyo Centers, “they are utilized.
Marami naman kaming positive feedback...wala kang naririnig na mga inefficiencies.” However,
DTI is not the only agency involved in the process of business creation, “there are other agencies
including local governments that need to be a part of the steps so that they can register or can be
called a legal entity.” Given that businesses “have to go to the local government to get a business
permit… magiging problems ng mga SMEs natin sa mga potential or startup is doon sa local
government.” Because of this, initiatives are already being taken and “some local governments
already have their own ways of doing, [and] of streamlining their activities as well.”
Besides the Go Negosyo Program, PCE implements another initiative called The Kapatid
Mentor ME (KMME) program wherein small businesses are invited to different training modules
and are mentored by bigger businesses. During these modules, “they can channel their experiences
and strategies with our mentees.” Furthermore, “the aim is for the mentees to expand, grow in
terms of their production or sales,” and create “business improvement plans” to be presented to
evaluators.
Furthermore, DTI also provides Shared Service Facilities (SSF) in order to combat the low
productivity issue that many MSMEs encounter. “They cannot produce more because they do not
have machinery, equipment or tools.” There are more than 2000 facilities nationwide wherein
cooperators are given machines which must be warehoused and opened for the use of MSMEs, “so
sila yung mag ma-maintain, sila yung mag ho-house ng mga makina, but they need to open that or
share it with others so that it will be fully utilized.”
With regards to social entrepreneurship, he still sees that social enterprises as businesses
as they are “income-generating, [and] profit-oriented,” however, the difference lies in their “moral
or social obligations.” He states that although “it is ideal to have specific assistance for a specific
sector; it will take costs and resources.” Thus, DTI aims to be as inclusive as possible, by
“[developing or conceptualizing] programs or projects [that] can catch across different sectors.”
Moreover, given that DTI already has various programs catered to MSMEs, social enterprises can
benefit from them, stating that “kung micro ka din na social enterprise e di qualify ka na dito.”
He also emphasized the importance of partnerships between DTI and different
organizations. In terms of social enterprises, “we can perhaps direct [them] to Gawad Kalinga,”
because each sector has its own expertise, and the “government cannot do it alone.”
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Regarding the guarantee of implementation, “the programs and services, even projects,
although initiated in the head office, [are] cascaded in the regions and provinces for
implementation,” given that there are “regional and provincial offices across all regions.”
However, in order to assure proper nationwide execution and that these are “implemented well in
compliance with the law,” Mr. Pasahol posed that it is based on what these projects were able to
accomplish as well as the quality of output. “Pag walang accomplishment ibig sabihin hindi nagimplement.”
Furthermore, Mr. Pasahol assures that the Philippines is a conducive place for doing
business. However, “we really have to get the best practices that other countries are doing in
relation to MSMEs” and that “they are replicated here in our country.” We may also “learn from
our old practices,” and “harness those experiences and apply [them] in the recent system and make
it applicable to [the] system, then we can improve.” He also emphasizes a bottom-top approach in
creating and improving projects and programs, considering “client feedback, [and] the customers’
feedback,” as well as allowing them to “participate in the deliberations, meetings, orientations
because they are the ones who are feeling the system.”
Moreover, he stresses the importance of entrepreneurs in the country, as DTI is an advocate
for entrepreneurship. Currently, he feels that Filipinos need to “develop a mindset of being an
entrepreneur” and that there is a need to increase the number of businesses in the country, because
out of the “100 million population that we have in the country, only one percent or less than one
percent ang nagne-negosyo.” He believes that we must increase the number of businesses and
encourage entrepreneurship in order for the country to grow and develop.
Office of the Senator Kiko Pangilinan
Role of Senator Kiko Pangilinan. A previous Chairman of the Senate Committee on
Agriculture and Food, and a principal author of the Sagip Saka Act (Republic Act 11321), Senator
Francis “Kiko” Pangilinan plays an active role in the agricultural sector, with this being his main
advocacy. Through his experience of becoming a farmer himself, he realized the difficulties that a
Filipino farmer faces on a daily basis. In 2012, he [created] the “Sweet Spring Country Farm,”
producing organic produce due to the allergies of his children. He also experienced working with
and talking to farmers all over the country, even learning about farming practices outside the
country.
Interview Results. Especially relative to the region, Senator Pangilinan strongly believes
that our society “lacks respect for agriculture.” Everything begins with “society’s recognition and
respect for the farmer,” however this respect is not given especially because of our colonial past.
“Our colonizers saw agriculture simply as a source of their raw materials,” and were very
exploitative of the country’s farmers, treating them as “less than human beings.” Unfortunately,
this practice has been carried on to current times, with most of society looking down at farmers.
For example, what is the word to describe the person who is the lowest in the rung? In
Tagalog ha. Filipino. In society. It’s actually an insult - hampas-lupa. Have you heard the
word hampas-lupa? Hampas-lupa - which literally means hitting the soil. Which is really
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tilling. So why is tilling the soil now correlated with, or meant to depict someone who is
the most - the lowest, and pinaka-mababang uri ng pagkatao is hampas-lupa. So that’s the
bias against the farmers, the agriculture workers...when you get zero in school, anong sabi?
Nangingitlog - what’s so bad about nangingitlog? I mean that’s where you get your eggs,
right? Or pagka zero, ay nangangamote. Oh diba, agriculture nanaman. At saka, pag di ka
magsipag, pupulutin ka sa kangkungan. Kangkungan. Agriculture nanaman.
With the unfair bias against farmers, they themselves start to believe that they are inferior
to the rest of society. “Pati yung farmer mismo, pag tinanong, anong trabaho mo? Magsasaka
lang po.” In addition to this, farmers also tend to have a defeated mindset. “The farmer is the most
risk-averse,” making it hard for people to simply come in and change this mindset and introduce
new systems. Entrepreneurs or anyone who wants to help must “come up with sustained continuing
interventions.” This can mean “anywhere between three to five to seven years of hand-holding” in
order to gain the trust of the farmers.
He mentioned that even large corporations have difficulty in this aspect. In the case of the
partnership of Jollibee and the Kalasag Farmers’ Cooperative, especially in the beginning, the
farmers felt that “We didn’t know if we could make it. We didn’t know if we could deliver.”
However, through the years of continued “hand-holding” by Jollibee, the farmers were able to
increase their yields from 60 tons to 500 tons in the span of eight years. This uplifted and
transformed the farmers’ lives so much that they were able to gain back pawned jewelry, and in
addition “one was able to buy one more hectare, another was able to lease five hectares more.”
However, with the increase of income to up to about 20 times of the average, issues arose “because
when they started earning, aba biglang naglalasing na, or pumupunta na sa sabong.” Thus “catholic
relief services had to do workshops for the farmers,” and there came a need for values formation
and holistic development.
Despite all of the challenges the agricultural sector is facing, Senator Pangilinan feels that
past and current governments still have not been “supportive enough to make real, lasting impact.”
As any government should, they have put much value into infrastructure, with a three trillion peso
budget this year. However, comparing this to agriculture’s ₱50 billion budget, it is seen that there
are not enough resources to create that lasting impact. Thus, there must be “more support to the
Department of Agriculture so that it can provide meaningful, sustained support for capacity
building of your farmers.” Apart from this, there have been government scams associated with the
creation of “fake farmers’ organizations”, and funneling and pocketing of funds by government
officials. There have also been policies in place that were not properly implemented such as The
Agriculture and Fisheries Modernization Act of 1997, wherein they labeled challenges in the
agricultural sector such as “access to the markets, access to credit, farm to market roads and
[agricultural] infrastructure.” However, “22 years later, it’s the same problem.” He does however,
applaud local government units that take active roles in uplifting the agricultural sector as “they
can now enter into negotiated purchases, contract sales purchases from accredited farmers
organizations, that they too will now partner with these farmers organizations so that there is
regular support between government and the farmers.
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“The difference between other countries and the Philippines is that they value their farmers
and agriculture and see the importance of it.” When Senator Pangilinan met with the ministry of
agriculture in China, he found that food security is listed as their number one priority, because
“food security is national security.” The same is evidenced in Thailand as Rama IX stated “the
backbone of the nation is the farmer. Which is to say, if the backbone is weak, the nation cannot
stand,” and he, therefore, segregated a portion of the palace for demo farms. Pangilinan added that
the farmer is our number one resource, and with their current state, where “we have neglected,
[and] pretty much abandoned our farmers to fend for themselves,” we cannot expect to address the
challenges of agriculture and poverty.
Change all starts with respecting our number one resource. As he quoted his daughter, “We
have to treat our farmers like our parents because they are the ones who feed us.” Once farmers
are recognized, and their importance is realized, Senator Pangilinan hopes to see an agricultural
sector wherein the basis for interventions and the indication of their success is through
benchmarking incomes and ensuring the budgets allocated for policies lead to increases in farmer
income. As he stated, “What will be their incomes after those interventions? Shouldn’t that be the
incomes of our success?” With all of these in mind, he hopes to see a harmonious relationship
between all stakeholders to restore the agricultural sector, stating “In the end, you’d like to see
government, the private sector, and the farming communities working together, even the academe
for capacity building.”
Synthesis of Policy Domain
LGU cooperation is an important factor in the implementation of policies. Many
policies, initiatives, and projects have been proposed and set by different legislators and
government agencies that are available for the enjoyment of particular sectors. However, the
implementation and success rates of these projects lie in the execution of local government units
as well. In the case of Go Negosyo, the process business registration has hastened immensely
because of how DTI streamlined processes and promoted the ease of doing business. However,
before a business can officially commence, bottlenecks appear as they approach their respective
LGUs. This is because before issuing business permits, they must ensure regulations such as
sanitation and the like are in place. According to Mr. Pasahol, “That takes time, especially
[because] the local government doesn't have a lot of people and resources to do it right away. Sa
dami ba naman ng applicants every day, they need to really site visit [each business].” On another
note, Senator Pangilinan wishes for local government units to take initiative, as they are now
allowed to “enter into negotiated purchases, contract sales purchases from accredited farmers
organizations.” One of the LGUs he applauds is the local government of San Jose, Nueva Ecija.
According to him,
But we’d like to see local governments for example coming in. oh in the Kalasag
cooperative in San Jose City in Nueva Ecija, the local government of San Jose took a very
active role. So, I see this as a first step. Now that local government and national government
agencies are mandated, that they can now enter into negotiated purchases, contract sales
purchases from accredited farmers organizations, that they too will now partner with these
farmers organizations so that there is regular support between government and the farmers.
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The said LGU partnered with the Kalasag Farmers Cooperative, creating “regular support
between government and the farmers.”
The need for best practices abroad to be implemented in the country. It is seen that as
compared to other nations and neighboring regions, the Philippines still has a lot to learn. For
instance, in terms of agriculture, Senator Pangilinan believes that we do not value and respect food
security, as well as our farmers. The country can learn from China’s attention to food security
because as he learned from their ministry of agriculture, “if we can’t feed 1.4 billion people, we
would have many Chinas broken into different regions.” In the case of Thailand, they put so much
value on agriculture that space for demo farms is allocated in the Grand Palace in Bangkok. In
addition, the interventions created have that lead to wealth creation, as “farmers’ incomes [are]
something like 50000 baht. And they’re targeting to increase it by another 10000 baht in two to
three years... five times what we’re earning.”
Moreover, in the business sector, best practices from other countries are valued, as DTI
believes that we can learn all that we can from them, to replicate those practices in the country. As
stated by Mr. Pasahol:
Kapag may mga workshops, seminars and training our people are also sent abroad to
participate. And then we ask them to do the report and how it can be replicated. In fact,
before they go to other countries [we ask them] how their participation can benefit the
potential target markets, clients or industry.
Furthermore, he believes we also have a lot to learn in terms of data banking. “Wala tayong
masyadong, sufficient and efficient data or statistics. Sabihin mo lang in another country, “How
many are in the mobile sector?” *ding* ...ganoon sila kabilis.”
Policy-makers promote bills that are aligned with their advocacies. It can be observed
that personal advocacies remain as one of the main factors that policymakers consciously or
unconsciously consider when they file or introduce bills. With a strong passion for agriculture and
a heart for the farmers, alongside being a farmer himself, Senator Kiko Pangilinan became the
principal author and principal sponsor of the Sagip Saka Act of 2016. Alongside this, he has also
refiled several other bills in the 18th Congress, such as the Coconut Farmers and Industry
Development Act of 2016, the Expanded Crop Insurance Act of 2016, the Department of Fisheries
and Aquatic Resources Act of 2016. Furthermore, with Bam Aquino who has pushed for laws
supporting MSMEs, as well as social enterprises, he noted that “this advocacy is really close to
my heart because of Hapinoy.”
Contribution of Policy Domain to Human Capital Development
Government institutions and legislators create policies that theoretically, should address
key issues in society, with the ultimate goal of eliminating poverty. Through their initiatives, the
key contributions of the policy domain, composing of government sectors, to human capital
development include (1) the creation of projects and laws promoting the ease of doing business in
the country, contributing to overall productivity; (2) the creation of partnerships with organizations
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and private sectors to provide better training and support for beneficiaries; (3) resource allocation
and budgeting for their respective programs; (4) proper project implementation resulting in clear
outputs such as increase in wealth and income for farmers.
Data Results on Culture
Bayani Brew
Bayani Brew was founded in 2012 by Ron Dizon, Xilca Alvarez-Protacio and Shanon
Khadka. The three met and were introduced to each other at the Gawad Kalinga Enchanted Farm
(GKEF). From there, they started producing farm fresh and ready-to-drink tea made from allnatural and all Philippine-grown leaves.
The journey of Ron Dizon to social entrepreneurship started with a simple search of ‘social
entrepreneurship in the Philippines’ on Google. He realized he wanted to give back and do this
full-time, hence, Mr. Dizon started attending the Wednesday night forums organized by Ateneo
Center for Social Entrepreneurship (ACSEnt). After a few weeks of attending the talks, Mr. Dizon
was invited to participate in the social business camp where successful social entrepreneurs, for
example, the founders of Human Nature, were invited to talk. This visit to the Gawad Kalinga
Enchanted Farm (GKEF) inspired him to quit his job, despite being married and having a kid, and
pursue social entrepreneurship full-time. Today, he is the CEO and co-founder of Bayani Brew
Co. which is one of the most successful social enterprises in the Philippines.
Before coming in, Mr. Dizon was already aware of the hardships of being a social
entrepreneur. He said, “Back then iniisip ko ang hirap maging social entrepreneur kasi setting up
a business in the Philippines mahirap na to begin with.” However, he managed to take on the
challenge and prove that social entrepreneurship is a viable career option for all. Hence, when
asked about why he stayed committed despite these challenges, Mr. Dizon said:
It [Bayani Brew Co.] wasn’t just for me. Kung ang primary reason mo to set-up a business
is you want to earn for yourself, kapag may na-encounter ka na setbacks it’s so easy to
quit. Pero if you know na maraming naka-rely sayo, maraming naka-depend sayo, parang
medyo mapapa-think twice ka if you want to quit.
In terms of the scope of work of Bayani Brew, Mr. Dizon discussed that the Philippines is
rich with different kinds of tea. In the province, Filipinos would have different kinds of tea
prescribed to cure any sickness. However, despite tea being deeply ingrained in the culture of
Filipinos, and the Philippines having the land capacity to mass-produce different kinds of tea, the
country remains dependent on importing the tea plant. This is where Mr. Dizon and his co-founders
decided to “switch the market from 100% imported to kahit a small percent lang na local, magcoco-exist imported and local. Imagine how many farming communities we’ll be able to help out.”
Mr. Dizon believes that the most resilient crop is the best crop to plant in the Philippines
for this would not require a high cost of capital and would only entail low financial risk for farmers.
As Mr. Dizon said, “When it comes to the crops that we need, we’re looking for those na super
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resilient na low maintenance na super easy to grow para hindi na siya masyadong mahirap for the
farmers.”
Resilient crops ensure a stable income for the farmers as compared to high-value crops that
are seasonal. With regard to the quality of the farmers’ produce of lemon grass, Mr. Dizon
mentioned that they experienced difficulty with working with the farmers because there is too
much drama when it comes to working with them. Since the average age of farmers is 57 to 60
years old, majority of them have worked in the sector for the longest time; hence, they take it
personally when the team dictates quality standards when they quality check the crops that they
will purchase from the farmers. In addition to this, in terms of reliability and honoring deadlines,
some of the farmers fail to deliver their commitments on time. To resolve this, Mr. Dizon never
fails to explain to their partner farmers their value in the supply chain so that they will always be
reminded of the value of their work in the entire supply chain.
Aside from their grit and expertise, Mr. Dizon and his team were also able to mitigate the
challenges that they experienced through the help of GKEF as they greatly contributed to the
formation of Bayani Brew. According to Mr. Dizon, it was through GKEF that he was able to meet
his co-founders and know their first partner farming community and first big client, which is
Human Nature. It was through GKEF that Bayani Brew was able to build its initial ecosystem that
allowed them to operate and continuously operate up to now.
Mr. Dizon also mentioned that for the past six years, the design of their business mainly
focused on independent farmer sourcing where Bayani Brew just buys the harvest from their three
partner communities while having no say on how these farmers manage their lands. But since
Bayani Brew is looking to scale up their business, Mr. Dizon said that they need to improve their
operations into a business model that will allow them to have full control over the farm to ensure
better quality of produce.
Moreover, as Bayani Brew is already expanding their business, they are faced with the
challenge of extending the shelf life of their products. Currently, the shelf life of their teas is five
months. This limits the opportunity for Bayani Brew to distribute their products in large
supermarkets, and even abroad, although currently, they are asking for help from technical experts
nationally and internationally on how to extend the shelf life of their products.
In terms of the contribution of Bayani Brew to the lives of their partner communities and
employees, the social enterprise practices fairness when working with them. On one hand, the
social enterprise buys lemon grass from the farmers above market price – which is significantly
higher from the amount that corporations pay when they buy the same produce. Their team also
invites speakers from GKEF to teach the farmers good agricultural practices where the farmers are
taught proper food handling and food safety. Aside from this, Bayani Brew also ensures that the
employees of their company are not contractual and are given benefits like SSS, PhilHealth, and
Pag-IBIG fund. This is again, contrary to the usual practice of large corporations in the country.
With this, the development of the agricultural social enterprise has a long way to go in
terms of advancing farming methods, creating sustainable business models and competing against
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traditional businesses. Hence, Mr. Dizon reiterated that asking for help – the right kind and at the
right time – from relevant networks is the key to accelerating the business of social entrepreneurs.
CalaBoo Dairy Co.
When Marie Cavosora, the founder and CEO of CalaBoo Dairy Co. went back to the
Philippines after 35 years of working abroad in various marketing and advertising positions for
well-known companies, being a social entrepreneur was not part of her plan. It was only when she
opened herself to see the Philippines with fresh eyes that she realized how beautiful the Philippines
is and how genuine the Filipinos are.
In that process of openness and willingness to learn is to see the Philippines through fresh
eyes I got to see that “Wow, Filipinos are really amazing.” You know, we’re loving, we’re
generous, we [have] malasakit, [are] respectful, all these things. It makes me cry just
thinking about how warm, how genuine we are. This made me realize that I really want to
help.
Hence, after meeting Tony Meloto himself and hearing him talk about purpose, meaning,
and passion, she was inspired to take a major leap towards social entrepreneurship. With this, in
starting her journey as a social entrepreneur and upon deciding that she wants to take a leadership
role in GKEF, Ms. Cavosora picked one abandoned social enterprise in GKEF that was modeled
to produce dairy products using carabao milk because of her love for cheese. Coming into the
business, Ms. Cavosora already knew that she “was not only going to save the enterprise but evolve
it into something better.” This led to the rebranding of the business and the creation of CalaBoo.
When asked about why the previous owner left the business, Ms. Cavosora assumes that it
was abandoned by the former owner because the owner had a corporate job that he could easily go
back to. Although the business was making profit, more commitment and resources were needed
from the social entrepreneur to eventually scale up and take the business into the next level. This
can be associated with why most social enterprises and businesses fail because as emphasized by
Ms. Cavosora, being a social entrepreneur is not easy because one will need a lot of commitment,
resources, and people in order to establish and operate the business.
She also mentioned that “the biggest challenge as a social entrepreneur is finding the right
people to work with us.” Aside from this, another challenge for starting a social enterprise is having
to establish and implement reporting, control, and accounting mechanisms for the business. With
this, to ensure that CalaBoo does not lose its focus from its mission, Ms. Cavosora ensures that
those who invest in the business and those who work with her are aligned with their vision, are
capable, and have the heart for the mission.
Ms. Cavosora also acknowledges that the farmers in the country are already aging, and
their population is already decreasing. Hence, the challenge that the business chooses to address
is how to make farming interesting and relevant to them so that “work [becomes] more uplifting,
celebratory, instead of just well, ‘I have to work,’ ‘I have to survive.’” To address this, Ms.
Cavosora believes in empowering the farmers or the employees by paying them well, more than
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the minimum wage, so that “we can get them to the place where they can perform at [a higher]
level.” She also empowers them by encouraging and allowing them to take ownership of their
work.
How Ms. Cavosora excels and continues to survive being a social entrepreneur is through
the help of networks and supports. For example, through Gawad Kalinga Enchanted Farm, she was
able to perform certain parts of their operations. CalaBoo was also able to get investors, do product
tests because GKEF had a lot of guests coming in, and sell products because they get invited to
bazaars. By being a part of GKEF, she believes that she got instant credibility which allowed her
to get help from other contacts, and to be part of the competition, BPI Sinag.
Moreover, the local government unit, Philippine Carabao Commission also helped them in
terms of production since, aside from the mandate that the agency has, they also the offered their
extra capacity to help CalaBoo produce their product requirement. With this, Ms Cavosora
appreciates that despite the limitations of PCC to help them, because it is a government agency,
the individuals there do what they can to help CalaBoo.
Ms. Cavosora’s “sense of being able to affect something pretty quickly,” and her “belief
that whatever work that they were doing will make a difference in people’s lives in a meaningful
manner,” motivates her to keep going as a social entrepreneur. It also helps that she works on
ground because she sees that “the people I am helping have faces and stories that are real.” This
allows Ms. Cavosora to consistently work for the business because of the realization and the sense
of accountability that “whatever [she does] can impact their families positively or negatively.” Ms.
Cavosora also mentioned two things she finds important when asked to compare her experience in
working for the social enterprise versus working for a corporation, these are: the sense of freedom
and creativity.
In the long run, Ms. Cavosora does not only hope for the success of her social enterprise,
CalaBoo, but she envisions her hometown, Magdalena, to become the Napa Valley of dairy. She
wants Magdalena to become a agri-tourism destination where tourists will come to see how dairy
is made, how carabao milk is extracted, and how the entire ecosystem operates. Then, the tourists
can experience the town, mingle with the town’s people, eat the delicacies specifically produced
by the town. Overtime, the entire value chain will be owned and operated by the community itself
and that hopefully through this, people will see an example of a town that is grounded on faith and
is Christ-centered. This exemplifies how a single enterprise that operates in a smaller ecosystem
foster and affects a community bigger than itself.
Good Food Community
Ever since Ms. Charlene Tan, the CEO and founder of Good Food Community, was in
grade school, she has been interested to respond to the needs of the agriculture sector because she
believes that we can do so much good by focusing on the agriculture sector which is typically
neglected and where majority of the poor comes. This led her to initially pursue a career in a nongovernment organization called Sibol ng Agham at Teknolohiya.
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However, she saw that the implementation of the projects of NGOs are dependent on the
availability of funds. This made her want to pave a “way of journeying with these communities
that was less dependent on project funds because their development [should] withstand beyond the
project scope.” With this, when she got the idea of community-supported agriculture (CSA) system
of farming from the volunteer she met when she was looking for an NGO, she pitched it to her
prayer group in 2010. This consequently led to the start of Good Food Community. This became
an option for Ms. Tan because she wanted to live life more sustainably, know where her food
comes from, and be connected deeply with the farmers and the land.
Starting Good Food Community was not easy for Ms. Tan because to her knowledge,
during that time, there were no available social incubators yet. The lack of a viable business model
also served as a limitation for Ms. Tan to pitch to potential investors who can invest in the business.
Although, she was able to get an initial funding of 100,000 pesos from winning a grand
competition, this was not enough to fully start and operate the business. Hence, she relied on social
capital, like her prayer group and the NGO, which had a lot of presence in the community, and her
connections which she gained from the competition she joined. One of them helped her formally
register the business, and the other introduced her to other players in the industry who helped in
terms of logistics.
In terms of connecting to their partner communities, Ms. Tan also received help from a
municipal agriculturist who “was very passionate about organic agriculture and who organized a
group of farmers” for the team to work with. Although there were difficulties in choosing which
farmers should they partner with since Ms. Tan was particular with following her criteria which
are: first, that the farmer should have less than two hectares; second, that they should believe and
should be familiar with organic farming; third, if there is a viable logistic solution to send their
crops to Manila. Ms. Tan also prefers farmers who are already trained because this would be more
efficient for the business.
In the eight years that we’ve been working [on] this, we’ve seen that the same way, the
more that they see us as a steady buyer and they’re able to make organic farming viable
and in this business for them, we see younger people join as well.
To address the challenges that Ms. Tan experienced along the way, she believes in the
importance of establishing the relevance of farming to the farmers and making the economics work
for them because once they see that organic farming is a viable option, they would want to continue
farming.
Synthesis of Culture Domain
Accountability, professionalism & passion for social purpose as the key values that
social entrepreneurs give importance to. All social entrepreneurs interviewed said that working
in social enterprise is not the easiest job. Despite this, all of them choose to stay in the profession
and operate their respective social enterprises. Three evident values are seen among the social
entrepreneurs which are accountability, professionalism and passion for social purpose. The value
of accountability is one of the values that made the social entrepreneur stay. Mr. Dizon said quitting
385 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

is not an option given that there are a lot of people who rely on you and depend on you for their
livelihood. Ms. Cavosora also mentioned that “to become a social entrepreneur means that you are
impacting people’s lives. So if you cannot take it to the end, do not even start.” Without the high
sense of accountability or ownership with their line of work, these social entrepreneurs would have
left their social enterprise.
Another value that was evidently seen in the frustration of the social entrepreneur is the
value of professionalism. Two out of the three social entrepreneurs interviewed came from a
corporate background and in this type of set-up, deadlines and punctuality are given high regard.
However, Filipino farmers does not have a sense of the value yet as some farmers fail to deliver
their commitments on time. At times, the quality of their agricultural produce is also questionable.
With this, the three entrepreneurs strive to remind the farmers that they are working with about
their importance in the value chain of the enterprise so that in turn, they will be empowered to
perform better.
Lastly, all the social entrepreneurs interviewed came from well-known universities,
backgrounds and personal experiences where they had the opportunity to be exposed to the
importance of social purpose. This exposure opened them to a sense of using their skills and
experience to help improve the society.
The notion that a social entrepreneur needs to come from an affluent
background. For some people, growing with a sense of privilege naturally develops an interest
to take part in social entrepreneurship. This is the case for Ms. Tan, as she mentioned that, “I guess
it’s a personal interest of mine since high school or even grade school. I mean growing up you get
a sense of your privilege and Philippine society is very classist.” Because of these trends, most
social entrepreneurs once thought that there is a need to have a prestigious background for one to
be a successful social entrepreneur. However, this belief remains solely to be a notion because just
like what Mr. Dizon mentioned, support structures and networks can serve as a stepping stone for
aspiring entrepreneurs from all walks of life to actualize their goal.
The need to ask help from support structures. The most significant lesson that most
social entrepreneurs imparted is the importance of asking for help. They believe that the reason
why most social enterprises fail is because they fail to ask help from the rest of the players in the
ecosystem. As Mr. Dizon said: “When it comes to why a lot of social enterprises fail, I think a lot
of SEs fail because we ask for help at the last minute or we get the right kind of help too late in
the process.” He also emphasized the help that he received from GKEF that made him the
successful entrepreneur he is today, “May supplier na, may co-founder ako, may customer pa ako.”
Asking for help from other characters of the social entrepreneurship ecosystem enables social
enterprises to accelerate their growth. On the other hand, Ms. Cavosora emphasized on crucial
resources that a business could receive through reaching out: “But partnerships are very important.
So, with GK Enchanted Farm, we had a place to sell our things. There was a whole place where
we can just do customer research.” There are a few steps or processes that businesses can perform
alone, but at a certain point, asking for help is crucial if an entrepreneur aspires to expand and scale
their business to another level.
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Personal interest as a factor that inspired the nature of social enterprise. Most social
entrepreneurs ventured into social entrepreneurship because of their desire to give back to society.
Moreover, these entrepreneurs tend to integrate their personal interest into choosing the nature of
their social enterprise. For example, Mr. Dizon chose to innovate tea because he was genuinely
interested with iced beverages. Ms. Tan, as mentioned earlier, went into organic farming because
of her desire to consume organic food. Lastly, Ms. Cavosora also chose CalaBoo because of her
love for dairy.
Contribution of Culture Domain to the Human Capital Development
This domain functions as the “vision” setter of the ecosystem for it determines the future
and the direction of social entrepreneurship in the Philippines. As the domain continuously seeks
to create an inclusive future for the development of the agriculture sector of the Philippines, the
key contributions of Mr. Dizon, Ms. Cavosora and Ms. Tan are the following: (1) creating
opportunities for the local farmers, (2) translating personal interests into significant agricultural
innovations and (3) actualizing their envisioned future.
Data Results on Support
Gawad Kalinga Enchanted Farm
Role of Gawad Kalinga Enchanted Farm. Gawad Kalinga Enchanted Farm (GKEF),
with its location in Bulacan, provides support and different opportunities for social entrepreneurs,
mostly in the agricultural sector. Besides providing the enterprises with farmland, one notable
feature is that they provide access to shared services, such as legal aid, accounting and finance,
marketing and sales, and other shared services.
Interview Results. In terms of operating their shared services, according to Leonard
Dungca of GKEF, they ensure that capable and experienced professionals are hired for their
respective departments. As stated by Mr. Dungca, “I think the support system is somewhat credible
enough based on the skills and experience of our social entrepreneurs and network within.” For
instance, in finance and accounting, “The lead entrepreneur for that shared service is a certified
public accountant. She had experience already in accounting from different corporate jobs.”
Moreover, GKEF has partnered with Oracle, hence, “aside from accountancy and legal they are
also providing automation of their admin process,” supplying technological support, an important
resource for the social entrepreneurs.
According to Mr. Dungca, GKEF is like a “distribution channel” for their startups; hence,
sales and marketing is one of the most utilized services in GKEF. In terms of product distribution,
the team recently launched an online platform that facilitates the delivery of the products of their
social enterprises. This was headed by their head social entrepreneur in this department “who had
corporate background, and at the same time had a very good network and skills in sales and
marketing.” Moreover, social entrepreneurs are able to test their products on-ground as they are
given a space to do and a test market comprised of the farm visitors. In terms of product packaging
or branding improvement, which is also an important aspect of marketing, GKEF has recently
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hired an experienced graphic designer who “has a very unique way of getting the stories of social
entrepreneurs and applying these to their logos.”
Interested social entrepreneurs who want to benefit from the shared services of GKEF
participate in a monthly community gathering. As GKEF now plans to expand their operations in
Visayas and Mindanao to cater to social entrepreneurs in those areas, the problem lies in the supply
of capable professionals who are willing to be placed in other regions. According to Mr. Dungca,
because of lack of people, opportunities are being blocked and initiatives do not move forward.
An example cited was that although they have an available mutual fund, they are not able to invest
this because they have no current experienced certified fund manager.
Aside from the shared services, GKEF also sends representatives to international and local
competitions for social entrepreneurs and they provide them training on how to prepare food, how
to ace their pitch, how to come up with projections, and how to prepare the business case during
these competitions. With this, GKEF is somewhat limit to helping social entrepreneurs who are in
the start-up phase for transition support. Social enterprises who already need to scale up and
stabilize business operations are urged to leave GKEF and build their own internal capacity
Lasallian Social Enterprise for Economic Development (LSEED)
Role of LSEED. In its efforts to continuously engage the students to take part in
engagement programs, De La Salle University launched a flagship initiative program in March
2016 which is the Lasallian Social Enterprise for Economic Development. According to LSEED’s
Development Specialist, Mr. Norby Salonga, it is considered as a major social engagement
program that focuses on social innovation and social entrepreneurship. For their major focus area,
which is the engagement program, it has three phases that could be completed in six to eight
months.
Interview Results. According to Mr. Salonga, initially, for the pilot run of LSEED, the
application was not made available to everyone primarily because the program is new. They
wanted to manage the risks and ensure that the program will be successful; hence, they decided to
choose the best students. The pioneering participants were student leaders and student achievers.
For the second run, LSEED partnered with the Office of Student Leadership Involvement,
Formation and Empowerment (Student L.I.F.E.), and invited student organizations in DLSU to
apply for the program.
In terms of the mentors who are part of the program, LSEED screens, selects, and trains
mentors who were recommended by the deans in DLSU. The office gives importance to training
the mentors as they want them to be well-equipped to hone the students to become social
entrepreneurs, and not just teach them concepts.
To initially start the program, the accepted participants undergo a session wherein LSEED
introduces the concept of social entrepreneurship, workable business models and successful social
entrepreneurs in the Philippine landscape. The first phase of the program is a fellowship and a
formation program for the students and community members which aims to make the participants
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understand the landscape and the context of the partner community. The second phase of the
program consists of learning sessions about design thinking, serving economy, social inflations,
and communicating social change. This is the part where the student participants start with their
vision-making, determining their business concepts and business models, and looking towards
solving the problem of the community. Lastly, the third phase of the program is where the future
student social entrepreneurs immerse themselves in a boot camp under the supervision of both
local and international mentors, faculty members, external social entrepreneurs, and business
trainers who were endorsed by the council. According to Mr. Salonga, in this phase, SEED asks
for the help of successful players in the industry to help the students further develop their ideas
based on the problems they identified from the program.
Once the students have already established their respective social enterprises, LSEED still
continues to support their homegrown entrepreneurs by providing them with mentors, funding,
and a network. They do this to help the social entrepreneurs from LSEED to survive the
competitive environment of social enterprises here in the Philippines. To add to this, the office
also exerts effort in keeping the communication lines between the mentors, the students, and the
alumni of the program by establishing a Lasallian Social Enterprise Network that would serve as
their home. LSEED is also looking to provide them with an office space where entrepreneurs can
start their businesses as another form of support.
Foundation for a Sustainable Society, Inc. (FSSI)
Role of FSSI. The debt for development agreement between the Philippine Government
and the Swiss Confederation led to the creation of the Foundation for Sustainable Society, Inc.
(FSSI) on August 11, 1995. Part of this development scheme requires the partner country, in this
case the Philippines, to use half of the fund to finance sustainable development projects for the
country. Since then, according to Sixto Donato Macasaet, the Executive Director of FSSI, the
organization has been using the fund to provide loans and capacity building programs.
Interview Results. The goal of FSSI is to uplift the lives of the marginalized sector by
supporting businesses that provide equal importance to the triple bottom lines which are: social,
economic, and environment. Although Mr. Macasaet reiterated that the organizations are not
expected to solve all the three bottom lines, it is enough that they have efforts in place to support
the three. The organization is also not particular with the forms of businesses or organizations as
they generally support social enterprises who take the form of cooperatives, single proprietorships,
non-government organizations (NGOs) and people’s organizations (POs), for-profit organizations,
corporations, and partnerships. Mr. Macasaet also said that the majority, or 60 percent of their
partners are cooperatives.
Despite this, FSSI has been strict in choosing social enterprises in terms of their economic
performance. This means that they choose social enterprises that have already accomplished one
business cycle, and whose business owners have shelled out personal resources to finance the first
operational run of the business. The rationale behind this according to Mr. Macasaet is that doing
so would teach the owners a sense of responsibility so that when FSSI finally gives them funds,
they will use it properly, and hopefully, efficiently.
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Interested social enterprises find out about FSSI through their website, their peers, the
internet, referrals, word of mouth, or through the forums that FSSI presents to. Aside from this,
according to Mr. Macasaet, they do not only focus on organizations in Luzon, but they also reach
out to those in Visayas and Mindanao since it is where most of the rural poor reside.
To fulfill their role as an organization in promoting entrepreneurship, they provide financial
services through loans, provide access to capacity building services that address the needs of their
partners, and provide feedback to their partners in terms of points for improvement as an
organization, for example, in terms of governance, management, and compliance with labor laws.
Moreover, FSSI takes an active role in lobbying for initiatives that would improve the lives of
farmers. One distinct initiative is the ongoing research and consultations to improve crop insurance
for the farmers as their crops are vulnerable to the changes in the weather. According to Mr.
Macasaet, there are already existing crop insurance for rice farmers, however, there are none for
other crops, or they are not effective and being implemented properly.
Mr. Macasaet also acknowledges that one of the major challenges that they encounter is
the disconnection between farmers who are looking for funding and FSSI or financial institutions
who are looking for organizations to fund. As he said, “Ang problema ng mga farmers, wala silang
capital, walang credit. But ang problema naman namin at ng mga banks, wala kaming
mapahiram.” According to Mr. Macasaet, organizations like FSSI have to achieve their targets in
terms of loan releases. However, this does not mean that they should just give it to anyone for the
sake of accomplishing their target. The reason why they also find difficulty in supporting other
social enterprises is that they have requirements that they are keen on reviewing because they are
concerned about protecting their money, and that currently, there are only a few social enterprises
and cooperatives that are strong and stable enough.
With this, Mr. Macasaet suggests promoting synergy among the different stakeholders in
the ecosystem so that in the future, there will be more viable social enterprises that are working
together, and at the same time, they will be able to bargain and negotiate with other players in the
industry.
Synthesis of Supports Domain
The common structure of support systems in the country are social business
incubators. With GKEF offering its shared services to social enterprises under its incubation
process, LSEED is also known for its relatively new incubation program. The two organizations
serve multiple social entrepreneurs at the same time, hence, maximizing available resources like
mentors, and industry experts in accounting, marketing, and sales.
Supports are available for social enterprises, but their accessibility varies. In terms of
scope, GKEF and LSEED primarily support social enterprises that are in their startup phase, while
FSSI supports those that already have a stable economic performance. In terms of proximity,
access to LSEED is primarily offered to DLSU students, while for FSSI, they cater to social
enterprises from Luzon, Visayas, and Mindanao. On the other hand, GKEF, who chiefly serve
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social entrepreneurs from Luzon, aims to increase the accessibility of their shared services in
Visayas and Mindanao by planning their expansion in those areas.
Employment of capable professionals is needed in shared services. To ensure the
quality of services that the social enterprises get, support structures usually hire experienced
professionals, usually those who have corporate backgrounds for the specific position needed.
Support structures cater to specific beneficiaries. Two of the three interviewees focus
on the agricultural sector for their beneficiaries, with GKEF being located in Bulacan, hence the
majority of their social enterprises are engaged in the agricultural sector, and FSSI whose funds
are generally geared towards supporting cooperatives.
Contribution of Supports on Human Capital Development
Supports function as the “backbone” of the ecosystem that enables the social enterprises at
the early phase to progress. Captured under this domain are non-government institutions (FSSI),
support professions, and infrastructure, such as incubators (GKEF and LSEED).
The domain continuously seeks to enable social enterprises to progress and actualize their vision.
The key contributions of GKEF Shared Services, LSEED and FSSI are the following: (1) providing
business support such as accounting, legal, operations, branding, and finance, (2) ensuring the
accessibility of these services to social enterprises and, (3) connecting social entrepreneurs to the
right partners. All these outputs aim to ensure a progressive and enabled social entrepreneurship
ecosystem.
Data Results on Human Capital
School for Experiential and Entrepreneurial Development (SEED Philippines)
Role of SEED Philippines. In 2014, the School for Experiential and Entrepreneurial
Development Philippines (SEED Philippines) was launched to teach social entrepreneurship to the
poor youth of the Philippines. According to Leonard Dungca of Gawad Kalinga Enchanted Farm,
SEED Philippines is an accredited course for social entrepreneurship that offers a Certificate of
Social Entrepreneurship under the Technical Education and Skills Development Authority
(TESDA).
Interview Results. Before the program was instituted, the team consulted numerous local
and foreign experts. According to Mr. Dungca, they consulted the former secretary of the
Commission on Higher Education to comply with legal matters. At the same time, they also
consulted their partners in France regarding how their social entrepreneurship program is done and
how they were able to build a successful curriculum.
According to Mr. Dungca, the SEED Program is a two-year program; however, they
usually extend it up to three years as the third year serves as the transition or the gap year for the
students. A part of the curriculum of SEED is communication where the students are taught English
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and French since SEED has partners who “get some of the scholars to be sent to France for further
training about social entrepreneurship or specialized training in terms of food processing or in
terms of other agricultural tech training.” Moreover, agriculture is also part of the curriculum. This
includes hands-on training where students maintain their own agricultural areas. This provides
them with raw materials that they can use for their prototype when they are taught food processing.
Lastly, business and management are also a part of the program to equip the students with the right
skills and mindset that they would need. According to Mr. Dungca, their SEED students “need to
be confident, need to have a somewhat strong, aggressive, risk-taking mindset.”
As mentioned earlier, the program was built for the poor youth; hence, most of the scholars
of the program come from different poor communities around the Philippines. Every batch, the
SEED program gets around 50 students. These students undergo a one-weekend recruitment camp
that incorporates activities to see the potential of every applicant in terms of leadership. They also
undergo an interview that allows the assessors to get to know the applicants on a very personal
aspect. According to Mr. Dungca, “most of the students are already working trying to support their
family,” hence, the team wants to understand that for example, “if [the program] gets the student
away from his or her family, would the family survive or would they be fine with it?” At the same
time, they also assess if the applicant is easy to train or if he or she has an entrepreneurial mindset.
Once the students pass the recruitment process, they will be sent to Bulacan.
An objective of the program and Gawad Kalinga Enchanted Farm, aside from teaching the
students about social entrepreneurship, is to end poverty. Hence, SEED has been consistent in
supporting their graduates regardless of where they decide to end up after graduation. Mr. Dungca
said that they help in connecting students who want to study further or those who want to specialize
in other degrees to different universities. For students who want to become volunteers or mission
workers, Gawad Kalinga is open to accepting them as according to Mr. Dungca, Gawad Kalinga
is like a mission-based enterprise. For students who want to pursue employment, the organization
“connects them to their partners if they could become interns, and hopefully, fully employed.”
However, as Mr. Dungca mentioned, majority of the graduates pursue employment afterward
because “the parents would force them to start working already.”
An important contributor to the SEED Program are the teachers, who were former
volunteers or interns of different social enterprises. Some of them are social entrepreneurs or are
part of social enterprises as the team wants to ensure that “the teachers are well-aligned to the work
of SEED.” To cite examples, the professor for Agriculture is the Valedictorian of Visayas State
University, while the professor for food processing is an expert in the field, and at the same time,
was a former intern or volunteer in one social enterprise in the farm.
Since SEED Philippines just started at about five years ago, the team is planning an
expansion in Visayas and Mindanao to cater to aspiring social entrepreneurship students in those
areas. Although funding is not the primary challenge for SEED since there are investors who are
willing to fund the building, the challenge that the team faces are the possible lack of professors
since the locations of the new campuses are in far-flung areas.
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Ateneo Center for Social Entrepreneurship (ACSEnt)
Role of ACSEnt. The Ateneo School of Management houses three different centers that
promote different types of entrepreneurship: first, the Business Resource Center (BRC) which
deals with traditional businesses; second, the Ateneo Business Family Development Center
(AFBDC) which is specific to family businesses; and third, Ateneo Center for Social
Entrepreneurship (ACSEnt) which is committed to fostering an environment conducive for social
entrepreneurship to prosper in the Philippines. ACSEnt started 10 years ago with four basic activity
areas - advocacy, education and training, research, and incubation, according to Ms. Ana Tan, its
current director.
Interview Results. The first focus of the center is to “raise awareness and to push for
entrepreneurship in the Philippines and elsewhere.” With this, ACSEnt usually holds conferences
and round table discussions, and is a part of the PRESENT Coalition, which is composed of
different stakeholders who are related to social entrepreneurship. The second focus of ACSEnt,
training and development. Their office partners with different organizations or corporations from
different sectors who request for customized trainings with the themes like “teaching community
beneficiaries or developing leadership among the staff using a social entrepreneurship angle.” The
third focus is research. Ms. Tan said that there is not much landscape data on social enterprises in
the Philippines. Hence, their office aims to build on the current body of knowledge by
collaborating with different academic institutions like the University of Sydney. When the need
arises, ACSEnt also comes up with a special elective with universities abroad. Lastly, the fourth
focus of ACSEnt is incubation. Ms. Tan claims that it is not their strongest activity stream because
this requires a lot of resources. What they usually do under this area is to mentor social enterprises
to prepare them for competitions, and they work with startups that have been in operation for three
years, and who would have more capacity to develop their social enterprise agenda.
As an academic institution that contributes towards nation-building and that instills in its
members the value of being a person for Others, ACSEnt opens their programs to everyone, not
only to Ateneans. Ms. Tan also takes pride of how majority of those who pioneered social
entrepreneurship in the Philippines came from Ateneo since they were the first mover in this
industry.
If you make a quick scan of the social enterprise landscape, a lot of the founders are from
Ateneo. So there’s Hapinoy, it’s Mark Ruiz, he’s from Ateneo. Reese Fernandez, his wife
is [from] Rags to Riches. Messy Bessy is also from Ateneo, Krie Lopez. Got Heart [Shop]
is from Ateneo. Habi [Footwear], they are all from Ateneo. So if you look at the landscape,
go to GK Enchanted Farm -- Ateneo.
Ms. Tan also mentioned that they offer workshop scholarships to micro- and smallbusinesses since MSMEs cannot afford huge training programs. To achieve this, they always try
to come up with “a model that would work so that [they] can reach more and more social
enterprises.” Ateneo Graduate School of Business also offers full scholarships to social
entrepreneurs for one of their master programs, Master in Entrepreneurship in Social Enterprise
Development Track. The professors who facilitate this program or their workshops are part of the
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academe and are practitioners; hence, for their classroom discussions, there is a lot of practical
information that would be useful for the participants. Lastly, according to Ms. Tan, given that they
have already created modules on social enterprises, they have already established themselves in
this area; hence, different organizations come to them for support when it comes to trainings or
giving modules.
Ms. Tan also mentioned that academic institutions in the Philippines are becoming more
aware, and are taking the necessary steps in establishing specific entrepreneurship programs in
their specific regions. For example, in Cebu, according to Ms. Tan, the University of San Carlos
recently started its own social enterprise center. On the other hand, Mindanao State University in
Iligan is also trying to push forward their social enterprise agenda. With this, Ms. Tan believes that
the country is slowly getting more aware of social entrepreneurship.
ACSEnt also operates like a social enterprise because they “do not necessarily rely on
Ateneo for funding.” Hence, they continuously look for partners who can help them in providing
resources or funding. However, the challenge that ACSEnt faces in this area is that screening of
interested partners since, like DLSU, they are also particular with the values and the business
operations of the partners.
Lasallian Lasallian Social Enterprise and Economic Development - National Service
Training Program (LSEED-NSTP)
Role of LSEED-NSTP. Aside from the boot camp and flagship initiative program that
LSEED offers to student leaders of the Lasallian community, LSEED started their pilot national
service training program (NSTP) class, in partnership with NSTP and Formation Office (NFO) in
the second term of academic year 2018 to 2019.
Interview Results. LSEED-NSTP was established to ensure that freshmen students of
DLSU will have a better gauge on what social entrepreneurship is, and that they will be molded to
become future social entrepreneurs. As mentioned by Mr. Norby Salonga, “it’s good we have our
fellowship, but I think we need to make sure that we also form our frosh to become social
entrepreneurs.”
In this class, the students are not immediately expected to establish a social enterprise
because according to Mr. Salonga, the process of having to partner up with a community or a
people’s organization is still being studied and figured out by the center. This is very similar to the
boot camp since LSEED modules are used in the course. Students also learn about different
methodologies and strategies, as well as conducting coping of informal business models and
community profiling in order to create viable projects for their partner communities based on the
issues that they have identified.
Although the ultimate goal of the class is to hopefully create a social enterprise, “sections
are not expected to establish a social enterprise agad, because they have to partner up with the
community partner, and people’s organizations.” Thus, they created a scheme wherein the pilot
classes start with the baseline over the course of one term, or approximately three months, and
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then succeeding sections will continue the next phases of the program. Given that this is a relatively
new program, LSEED-NSTP has yet to polish the final details.
Moreover, from having only one class in their initial run, they increased the number of
sections to two during their second term, and have high hopes for this project, as they aim to
increase the number of NSTP sections by next academic year as they will do a full load, which
means opening at least 10 sections. Although LSEED’s NSTP program has not been a pioneer in
the incorporation of social entrepreneurship in the curriculum, it is a good sign that educational
institutions are taking more initiative in creating awareness about social enterprises among the
youth.
Synthesis of the Human Capital Domain
Frameworks and modules as the ecosystem driver of the domain. Modules being
developed by ACSEnt are not only designed for social entrepreneurs. Private companies or
professionals can adapt these modules developed to integrate social entrepreneurship into their
system. As quoted by Ms. Tan, “I don’t necessarily have to be a social entrepreneur. I don’t have
to put up a social enterprise. I can use concepts of social entrepreneurship in running that program.”
ACSEnt also believes that anyone can contribute to the development of the ecosystem as long as
the universal concepts about social entrepreneurship are applied in their different fields. At the
same time, SEED Philippines and NSTP class by LSEED have also developed modules tailored
fit for students in order to introduce and instill the concept of social entrepreneurship to the
students.
The difference between traditional businesses and social enterprises. The need for
concepts is driven by the fact that social enterprises are not solely profit-driven institutions, but
also socially-driven. Moreover, most business concepts today are solely focused on creating a
healthy single bottom-line, while none are focused on balancing a triple-bottom-line. As quoted
by Ms. Tan, “Of course profit will also be there, but can you imagine a world where the standard
for doing business is making sure that you’re not harming the planet, at the same time you’re not
abusing any of the people.” Today, the challenge for the academe is how to incorporate traditional
business concepts into the dynamics of the social entrepreneurship ecosystem.
Tailored capability sessions for stakeholders about social entrepreneurship. The
approach of this domain in developing other domains is through understanding the nature and
demand of other domains. Ms. Tan quoted, “For example, there are workshops specific to those
who are already in the sector, and would like to know about the [social entrepreneurial] sector.”
ACSEnt was also able to create a system that allows an efficient way of learning for the
stakeholders. Moreover, they were able to accelerate the body of knowledge of the social
entrepreneurship by being the first and only school in the Philippines that offers a master’s degree
in social entrepreneurship.
Integration of social entrepreneurship into the education system of the Philippines.
Poverty remains as a barrier for students in the Philippines to pursue social entrepreneurship as
according to Mr. Dungca, “After undergoing the program, after two years usually, the parents
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would force them to start working already. So it means their idea of social enterprises will have to
be on hold.” However, different stakeholders in the ecosystem still strive to push forward the
integration of social entrepreneurship into the education system of the Philippines. With SEED
program as a TESDA accredited two-year course under GKEF, Ateneo pioneering the masters
program in social entrepreneurship, and DLSU including social entrepreneurship as one of the
choices of undergraduates for their National Service Training Program (NSTP), these are recent
steps that players in the domain initiated to integrate social entrepreneurship into their respective
academic programs so that social entrepreneurship will become a viable career option.
Double-roles of social incubators. LSEED does not only contribute to accelerating the
growth of startups, but also the business aptitude of the social entrepreneur. As Mr. Salonga said,
“We’re incubation right now but we see ourselves as more as social engagement, a flagship
initiative but also a formation boot camp.” Moreover, he believes that “the most important thing
is the mentorship and the formation of the social entrepreneurs.” These insights will be used in the
next chapter to understand the dynamics of the Philippine social entrepreneurship ecosystem.
Contribution of Supports Domain to Human Capital Development
This domain functions as the “brain” of the ecosystem that enables effective and efficient
coordination among the domains in the social enterprise ecosystem. Characters in this domain seek
to develop the informal structures, systems, and processes into an understanding that is
comprehensible to all stakeholders. This domain has the intellectual capability of defining the roles
of all the characters in the social enterprise system as it is not only focused on the direct
development of social enterprises or social entrepreneurs but also on the development of social
entrepreneurial business incubators and other support structure in the ecosystem. The three
organizations, ACSEnt, LSEED, and SEED Philippines are known to be the thought-leaders of the
social enterprise ecosystem.
The human capital domain continuously seeks to develop the capability of current and future social
entrepreneurs. The key contributions of ACSEnt, LSEED, and SEED Philippines are the
following: (1) adapting traditional business frameworks and concepts, (2) conducting formal
training and lectures to different stakeholders, and (3) ensuring a healthy supply in the talent pool
of social entrepreneurs. All these outputs ensure that there is synergy and coordination in the social
entrepreneurship ecosystem.
Social entrepreneurship ecosystem of agricultural social enterprises
Overview
The following chapter discusses the ecosystem of agricultural social enterprises, and their
strengths and weaknesses, and below is a summary of the findings on the interdependence of the
sectors.
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Table 7
Summary Matrix
Domain
Policy

Policy

Culture
Disconnected

Culture
Supports

Supports
Partially
Disconnected
Connected

Human Capital
Partially
Disconnected
Partially
Connected
Partially
Connected

Human Capital
Policy based on the insights of other domains
On the importance of local government units (LGUs). The work of the agricultural
sector are influenced by LGUs. Hence, it is crucial for social enterprises to work well with these
government units in order to better organize the farmers and meet the demands of their market.
There are some entrepreneurs who experience difficulty in transacting effectively and efficiently
with local farmers because of the unfair intervention of some LGUs. With the government not
having a clear and direct role in the value chain of social enterprises, there is a disconnect between
the two.
On the definition of a social enterprise for the PRESENT Bill. Defining social
enterprises remains a challenge in the ecosystem. However, most of the interviewees agreed that
they do not experience difficulty in terms of their operations because of the lack of definition since
they still process their documents like a normal business. Numerous stakeholders who were
interviewed agreed that although there is a lack of definition of a social enterprise in the PRESENT
Bill, social entrepreneurs will still continue to arise and entrepreneurial activity will continue to
grow. Defining social enterprises is only needed for the PRESENT Bill to push forward.
On the PRESENT Bill. The PRESENT bill aims to aid social entrepreneurs by creating
a more conducive business environment. Numerous stakeholders who were interviewed were not
aware of the PRESENT Bill and its contents as it already underwent numerous revisions. At the
same time, FSSI, and ACSEnt are also active in the consultations and in taking the lead in the
discussion of the bill to push for its enactment and implementation and to create standards for the
development of the sector. Some stakeholders agreed that the current tax incentive proposal should
push through to differentiate social enterprises from MSMEs. On the other hand, it was mentioned
by FSSI that it might be more difficult to push for the PRESENT Bill now given that the champion
of the bill, former Senator Bam Aquino is not anymore in the senate, and that the direction Tax
Reform for Attracting Better and High-Quality Opportunities (TRABAHO) Bill is against giving
more incentives for businesses. Despite this, the ecosystem is still hopeful that the bill will push
through for future social entrepreneurs not to experience the difficulties that they have experienced
during their startup phase.
On business processes. Most of the social entrepreneurs agreed that the government
processes on starting a business could still be improved. Given the numerous papers that need to
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be filed, red tape in business permits and auditing, delays in government agencies like the food
and drug administration (FDA), social entrepreneurs experience delay in starting their businesses
and implementing new product introductions or initiatives which consequently, hampers their
growth. With this, support systems like GKEF Shared Services, Go Negosyo Centers, or even
colleagues help ease the processing of business documents. Numerous stakeholders in the
ecosystem also suggest that there should be efforts on streamlining business processes for social
enterprises.
On government support to social entrepreneurs. Social entrepreneurs acknowledge
government agencies that offer financial help to social entrepreneurs. Financial help such as zerointerest loans and advisory services. Aside from financial help, they also acknowledge government
agencies that offer social enterprises packaging solutions. However, the terms and conditions of
the financial help offered by the government do not connect to how social enterprises operate.
Government support offered by policies is unable to be effective for it is not deeply rooted in the
needs of the farmers or the agri-social entrepreneurs.
Culture based on the insights of other domains
On the norms in the Philippines. Usually after college, students are forced to look for
work in order to support their families. Social entrepreneurship, or even entrepreneurship itself
rarely became an option for Filipinos given their tolerance for risk, and the access to capital. At
the same time, people once thought that mixing business and social impact was not a viable option;
hence, there was a difficulty to attract debt and equity investors. However, today, Filipinos have
become more receptive of the concept making it relatively easier for social entrepreneurs to
conduct business.
On the social status of entrepreneurs. Most of the social entrepreneurs are graduates of
top universities in the Philippines as they are more exposed to lectures that enable them to
distinguish between a traditional business and a social enterprise. It was also given that there is a
notion that most of the social entrepreneurs are financially well-off because they have a safety
cushion in the case that their social enterprise fails. In order to make this an option as well for
others, educational institutions conduct seminars, open scholarships for master’s degrees, and
create a curriculum especially targeted to those who are not well-off. Although educational
background and economic status are factors that give an advantage to aspiring social entrepreneurs,
these do not fully determine the success of a social entrepreneur.
On the Philippine agricultural sector. It was repeatedly mentioned by the interviewees
that despite being an agricultural country, the Philippines still has a long way to go in terms of
making work more efficient for the farmers, and developing a business model for farmers to
increase their profitability and improve their value chain. The lack of respect for farming and the
agricultural sector is also apparent in the country as concepts that are closely related to agriculture
like “hampas-lupa,” “nangangamote,” and “nangingitlog,” are used as insults to describe those
who are in the lowest rung. With this, agricultural social enterprises and their support structures
now come in to ensure inclusive growth, and policymakers strive to create policies that would
foster a culture that includes the agricultural sector in the economic growth.
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It was also repeatedly mentioned that our farmers have defeated mindset due to the fact
that they were mistreated, abused, or left alone by certain entities have failed to commit to their
promises. They lack entrepreneurial mindset or professionalism. This could be associated with
their lack of education as most of them were not able to finish grade school, and education has not
become a priority for them because they have families to feed. This behavior is countered by
persevering social entrepreneurs who aim to improve the lives of the farmers by incorporating
them in their value chain. Social entrepreneurs then, are observed to be persevering and determined
because despite having losses, or business models that need to be revised continuously in order for
it to work, they do not let go and give up on the farmers because they know that they have the
potential to break the poverty chain that farmers undergo.
Moreover, as our farmers continue to age and young people do not consider farming as a
viable career path, social entrepreneurs work hard to ensure that their partner communities have a
clear understanding of their contribution in the business value chain so that they would become
more motivated to work and deliver their roles.
On innovation and creativity. Social entrepreneurship is an innovation on its own as it
incorporated process or value chain innovations in the business model of a traditional enterprise.
This consequently entails that since social entrepreneurship is not the current norm, social
entrepreneurs need to be more creative in terms of product and service innovations to stand out
and earn their position in the market. To attract investors who can provide financial capital for the
business, critical and creative thinking are also needed to refine and strengthen their business
models.
On one hand, opportunities are needed to support hardworking MSMEs to empower them
to grow their own business, support their family, and uplift their lives from poverty. On the other
hand, there is also a need to encourage innovative social enterprises across different areas or fields
as they are avenues that can help uplift the lives of the marginalized sector.
On the business landscape in the Philippines. Running the business in the country is
already difficult for traditional entrepreneurs. Moreover, the current business infrastructure makes
it harder for social entrepreneurs to start up their businesses because of their more complex needs;
hence, social entrepreneurs need all the help they can get. Specifically, compared to regular
MSMEs, social enterprises tend to pay employees, beneficiaries, and suppliers at a rate higher than
minimum wage, and ensure that their value chain remains sustainable, both leading to higher
operating costs. Given this, growing and scaling up the business is more difficult for them,
especially without proper access to networks and support. Instead of relying on typical policies,
social entrepreneurs have devised their own particular strategies to ensure the success of their
businesses.
On Filipino values. As this entrepreneurship ecosystem happens in the context of the
Philippines, there are common Filipino values that each of them imbibe, and observe to be
beneficial to ease the way of doing business. First, malasakit or empathy is a value that has been
observed by policymakers, support structures, and educational institutions in our social
entrepreneurs. This is usually what prompts the social entrepreneurs to start their enterprises as
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there are numerous problems that the country is facing and social enterprises could serve as an
avenue to contribute to solving these problems, with business sense.
Second, bayanihan or being heroes for one another is also observed in the ecosystem. On
one hand, this is observed in the partner communities because they actively participate and
cooperate in solving the problems in their communities. The business models of some of the social
entrepreneurs interviewed are also designed in such a way that encourages the farmers to work
with each other and collaborate in order to reach the quota required by the entrepreneurs. On the
other hand, this is also observed in the support structures for social enterprises as in GKEF because
all of the stakeholders who willingly help the social enterprises to improve their operations from
start to finish. As conducting a business in the Philippines is already hard on its own and the lives
of the farmers have not improved despite decades of working, stakeholders in the ecosystem should
team up, through agricultural social enterprises in order to address these great needs. Bayanihan
is also observed in the social entrepreneurs themselves as they willingly help each other by sharing
their knowledge, business strategies and business models so that, based on their rationale, more
social entrepreneurs will surface and thrive in the country. As social entrepreneurs realize that they
cannot survive on their own, and partner communities cannot also improve their current business
operations without external help, bayanihan will eventually emerge when both of them realize that
they have a shared mission to uplift their lives through the social enterprise.
As Filipinos are known to always put their families first, this is also observed in the social
entrepreneurship ecosystem. On one hand, social entrepreneurs unconsciously consider their
partner communities as their families because they do not leave their partner communities until
they have a viable business model that works for the both of them. On the other hand, a social
entrepreneur mentioned that it was easier to work with mothers in partner communities because
they put high regard to the food their families eat. With this, Filipino values are apparent and are
helpful in conducting the businesses of social enterprises.
Support based on the insights of other domains
On shared services facilities. Different entities provide the use of shared service facilities
for entrepreneurs. In the case of DTI, they provide machines and centers for the use of MSMEs in
order to increase their operational productivity. However, when there is a need for special services
such as accounting or legal advice, they refer enterprises to specific firms who have the level of
expertise. Moreover, when there are specific needs for social enterprises, DTI is open to directing
them to GKEF, who pioneered the use of shared services for social entrepreneurs in the
Philippines, providing them not just with space, but testing centers and markets, as well as help in
packaging, designing, and legal and accounting matters.
On social enterprise incubation. The most common form of support structures are
incubation centers. The successes of Bayani Brew and CalaBoo in their respective businesses are
believed to be rooted from the support of GKEF in the first few years of their businesses. GKEF
was able to provide them the business support to set-up and progress as a business. Besides this,
GKEF is the most competent when it comes to incubating agricultural social enterprises because
of their available resources, with the farm in Bulacan.
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Moreover, Ron Dizon met his co-founders during the networking and training sessions of
GKEF. GKEF also connects the local farms and their testing facilities to enable the ideas of agrisocial entrepreneurs. Through GKEF, there were distribution channels readily available pilot test
the products of the agricultural social entrepreneurs.
GKEF provides formal training for social entrepreneurs on the best practices to operate a
social enterprise. The growth of the social enterprise and the social entrepreneurs will be fast
tracked because of the incubation center of GKEF.
LSEED, despite being a fairly new organization, hopes to further grow to become a known
incubator, scaling up to be able to accommodate more social enterprises. ACSEnt, on the other
hand, also has incubation as one of its functions, however this is not a main priority for them.
On support groups for social entrepreneurs. There are multiple support groups
available for social entrepreneurs. Support groups enable social entrepreneurs to discuss key issues
about their social enterprise, aid in providing solutions to these issues, and make the flow of
knowledge among social entrepreneurs more available and accessible. Whether the support
received by the social enterprise comes from an incubator or an NGO, entrepreneurs definitely cite
them as a big help because of the networks, and even moral support they can provide. The
abundance of these support groups stems the believed lack of assistance given by the public sector.
Hence, groups are formed because of the shared mission that members have towards eradication
of poverty, giving them an avenue to discuss issues, create insights, and solve social problems by
supporting social enterprises.
Human Capital based on the insights of other domains
On hiring and retention of employees. The nature of social entrepreneurship is different
from the nature of traditional businesses. Traditional businesses attract employees through its
competitive salary because they have the capability to pay high. Social enterprises cannot match
the capabilities of traditional businesses to attract employees through a high pay. Moreover, social
enterprises are expected to recruit employees not only based on financial returns, but also from its
social relevance. Thus, often the employees of social enterprises are also their beneficiaries, as
they are the ones truly invested in the business due to the returns they can gain from it.
On capacity building of farmers. Other members of the domain understand the
importance of putting effort into the development of the farmers, which could be translated to the
programs offered by each domain. Department of Agriculture spearheads the development of the
farmers through collaborating with different entities such as DTI and GKEF. However, improving
the lives of the farmers through technical training is not a long term approach for the agriculture
sector. Past policies created for income generation among farmers has also proven to be
unsuccessful, given by the fact that farmers still encounter the same challenges, including the same
income level through the decades. Hence, there is a need to establish a clear direction on how to
strategically grow and develop the agriculture sector.
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On research. With ACSent and LSEED being part of universities, they are the pioneers
for expanding the body of knowledge of the system. However, they can add agriculture as a part
of their research agendas, given that most social enterprises are engaged in that sector. One
example is that Bayani Brew is heavily engaged with farming lemon grass but there is limited
research about lemon grass in the Philippines. Specific topics could include research on the crops
most commonly used by social entrepreneurs. Through collaborating with the department of
agriculture, ACSent and LSEED could tailor its research to the proposed agenda for the
development of the sector.
On mentorship. SEED by GKEF, and LSEED offer the opportunity for students who
aspire to learn more about, and eventually become social entrepreneurs. One of the ways to
enhance the learning of students is through sharing insights about social entrepreneurship from
successful social entrepreneurs. Ms. Cavosora, one of the successful social entrepreneurs today, is
one of the mentors for SEED. This shows the desire of social entrepreneurs to guide and educate
the aspiring social entrepreneur. Similarly, LSEED also exposes students to successful social
entrepreneurs as a part of their modules. This shows that in order to shape and mold people to
become social entrepreneurs, proper mentorship and guidance plays a big role.
Summary of Connections between the Domains of the Social Enterprise Ecosystem
Table 8
Evaluation of connections
Domain Connection
Policy - Culture

Evaluation
Disconnected
There is a very small amount of businesses in the country due to the
lack of an entrepreneurial mindset among Filipinos.
There is also a lack of bayanihan and malasakit mindset in the
government, as farmers are still looked down upon in society and there
is a lack of government support in the sector.
The struggle of creating a concrete definition of social enterprises and
the notion of the government that social enterprises are merely MSMEs
is a hindrance for the passing of the PRESENT bill, despite the social
impact that social enterprises provide compared to regular MSMEs.
Mature social enterprises no longer push for or follow the PRESENT
bill because they can no longer avail of the benefits gained from its
passing.

Policy - Supports

Partially Disconnected
There has been a collaboration between Bam Aquino and Gawad
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Kalinga for the Social Business Summit, and support and mentorship
for some of the businesses they have incubated in the past. However,
there is no guarantee that the collaboration between the government and
Gawad Kalinga will be continuing in the future.Despite this, there is a
willingness of DTI to refer agricultural social enterprises to, and
collaborate with Gawad Kalinga Enchanted Farm and other support
systems based on their line of expertise.
Support structures such as tools and machinery are also provided by the
government, especially under the Go Negosyo program, but these are
either directed towards MSMEs only, thus social enterprises that have
scaled up can no longer make use of them, or they are not the exact
machines that social enterprises need.
The abundance of support groups available to social enterprises is due
to the lack of support from the government or the public sector to social
enterprises.
Policy - Human Capital Partially Disconnected
Training centers such as ACSent are continuously working with other
stakeholders in the PRESENT coalition to properly define “social
enterprise” in order for the bill to be passed in the senate.
Through different government initiatives, MSMEs are given the
necessary training needed for setting up and maintaining their business,
but there are no specific training given to social enterprises.
There is also an issue that these trainings are directed towards start-up
businesses, thus social enterprises that have matured can no longer
make use of these benefits.
Culture - Supports

Partially Connected
The culture that support systems cultivated for social enterprises helped
them to prosper and scale up because or relationships and networks
built.
Support structures created a community that bred successful social
enterprises that share their success stories and strategies to inspire
future social entrepreneurs.
There is a lack of awareness between some mature social enterprises
regarding incubators, thus not being able to make use of or maximize
them.
403 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Culture - Human
Capital

Partially Connected
Talks and training given by the human capital domain have motivated
people to venture into social enterprises.
There is limited research on agriculture and certain crops for the benefit
of social enterprises, thus social entrepreneurs who want to create
agricultural social enterprises must do their own research from scratch.
Increasing incorporation of social entrepreneurship in educational
institutions and school curriculums leads to the youth having an
entrepreneurial mindset, more specifically towards social enterprises,
hopefully creating a future wherein businesses will all shift towards
creating social goals.

Supports - Human
Capital

Connected
The two domains work together and supplement each other, both
providing functions necessary, such as training and development, as
well as the necessary tools and shared services needed for social
enterprises to grow and scale-up.
Although the two domains can function on their own to aid social
enterprises, it is more optimal for them to work together to strengthen
the core and backbone of social enterprises.
More specifically, supports provide the social entrepreneur with hard
tools, while human capital provides them with soft skills.

The above table has summarized the key connections and disconnections within the social
enterprise ecosystem. Out of the six relationships, only one is connected, two are partially
connected, two are partially disconnected, and one is disconnected. From this, we can infer that
the ecosystem still has a long way to go in terms of strengthening their connections with each
other. A contributing factor is that social enterprises are still a fairly new concept compared to
traditional businesses, which can be addressed with the cooperation and openness of the different
domains, especially in terms of government support.
Contribution of the Social Enterprise Ecosystem to Human Capital Development in the
Agricultural Sector
Players in the agricultural sector of the Philippines still face the same problems they
experienced decades ago. From the lack of training on basic farming skills, lack of infrastructure,
inability to own farming lands, lack of financing, and lack of protection from middlemen (De
Guzman, 2018), these impede the growth and development of the agriculture sector. The lack of
respect for the profession also makes it difficult for farmers to prosper.
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Traditionally, farmers are also considered to be part of the value chain only when it comes
to purchasing of raw materials. At times, companies exploit the farmers when they buy the
resources at the lowest cost possible. Moreover, because of the existence of middlemen, farmers
only receive a small margin of their end product in the market. Today, the working condition of
farmers is at its worst because of the income they receive, demand for intensive labor and stability
of yielding agricultural produce. This truly shows that “ang magtanim ay ‘di biro”.
Through the rise of social agricultural social enterprises, farmers are now paid more fairly,
trained to be more efficient, and protected by the assurance of stable income. These are made
possible by the social purpose of the agricultural social enterprises and its ecosystem.
The social entrepreneurship ecosystem continuously seeks to develop the skills of the
farmer, improve the working condition of the farmer, and create attraction to the agricultural
sector. The key contributions of the social entrepreneurship ecosystem in the Philippines are the
following: (1) creating a roadmap for the long-term development of the sector, (2) improving the
farming capability of the farmer through the choice of crop and farming approach, and (3) adding
more value to the value of the farmer, the agricultural social enterprise, and the entire sector.
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Conclusion and Recommendations
Conclusion
Overall, the study was able to effectively fulfill the objectives set and was able to explore
the ecosystem of social entrepreneurship in the agricultural sector in the Philippines through the
domains of policy, culture, supports, and human capital. Through the insights that the researchers
gained from Senator Bam Aquino, Senator Kiko Pangilinan, and Mr. Edwin Pasahol for the policy
domain; Mr. Ron Dizon, Ms. Marie Cavosora, and Ms. Charlene Tan for the culture domain; Mr.
Leonard Dungca, Mr. Norby Salonga, and Mr. Sixto “Dodo” Macasaet for supports domain; and
Ms. Ana Tan, Mr. Leonard Dungca, and Mr. Norby Salonga for the human capital domain, it can
be concluded that each of the domains works well individually and does their part as single entities.
However, it is seen that when put together as a whole, the ecosystem connects and disconnects at
certain parts, and some institutions even play roles and provide additional services that are not
limited to their main domain or role in the ecosystem. Aside from this, some of the initiatives
offered by some sectors are being underutilized due to lack of awareness or because they are not
specifically what is needed by the entrepreneur. Due to disconnections in the ecosystem, there is
still a need to further reinforce these connections in order to build a stronger social enterprise
ecosystem. This should be done through further collaboration and openness between all the sectors
in order to achieve the ultimate goal of building a social enterprise ecosystem.
To add to this, although the Philippines is a very conducive place for doing business, with
different resources available for social entrepreneurs to make use of, even without the passing of
the PRESENT Bill, the agricultural sector is still very much lagging behind and is still the most
neglected industry in the country. Growth in the agricultural sector has remained stagnant for many
years, and farmers have been facing the same challenges over the years. Thus, here lies the need
for agricultural social enterprises to continue on in their mission of helping farmers nationwide
achieve inclusive growth.
On the other hand, despite the apparent presence of social entrepreneurs engaging the
agricultural sector, different players in the ecosystem can work together to engage more people to
normalize social entrepreneurship in the country. First, the human capital and support domains can
target the new generation of the youth looking to leave an impact in the society, regardless of their
economic status, as participants or beneficiaries of their programs to make them realize that social
entrepreneurship is a viable career option. Successful social entrepreneurs can also share advice
and their stories to serve as proof that businesses can earn reasonable profits while allowing their
partner communities to earn profits as well. Through their stories, aspiring entrepreneurs can also
learn about what to do and what not to do when starting up a business. Moreover, not only will
this inspire people to become social entrepreneurs, but especially in the agricultural sector, this
will inspire younger farmers that farming is a sustainable career. Through the help of social
enterprises providing them with a stable source of income, farmers will see that there is still hope
for inclusive growth and poverty alleviation in the sector.
Second, the government can build infrastructures that could improve the efficiency of
doing business in rural areas. As most of the rural poor are in the agricultural sector, doing so
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would lessen the operational costs not only for the social entrepreneurs, but also for the farmers in
the area. Local government units should also ensure that initiatives that promote development
reach those who actually need it. Policymakers should ensure that the policies they create are
inclusive and beneficial for the poor.
Third, educational institutions can promote the concept of social entrepreneurship through
seminars or conferences, and how to apply these concepts in their respective businesses. This way,
even though the participants will not start their own social enterprises as it is not for everyone,
they can incorporate the application of the concepts in their respective businesses. By doing so,
social entrepreneurship will not anymore be a concept that is different from traditional businesses
as in the future, addressing the triple bottom line becomes the norm for all businesses in the
Philippines.
At the root and center of this all is the need for society to respect farmers and the
agricultural sector. The role of each player in the ecosystem will not be complete if their initiatives
will not translate to the specific added value in the agricultural sector. Thus, ultimately for this all
to work, everyone must recognize the importance of the agricultural sector to each of our lives, in
order to really make a difference.
Propositions
Table 9
Testing of Propositions
Domain

Proposition

Validation

Policy

There lies a difficulty in passing policies encompassing social Validated
entrepreneurship because there is no consensus yet on the exact
definition of social enterprises.

Culture

The prevalence of existing and successful agricultural social Validated
enterprises encourages entrepreneurs to engage in social
entrepreneurship.

Supports

Support services are always readily available for the use of Validated
social entrepreneurs.

Human
Capital

Educational programs on agriculture and social Validated
entrepreneurship are available to bridge the knowledge gap.

According to the findings, all propositions are validated. Regarding the first proposition,
the study was able to confirm this to be true, primarily regarding the passing of the PRESENT bill,
given that the government would like to limit the definition of a social enterprise for practical
reasons despite there being different forms and models of social enterprises. Moreover, there is the
notion of government agencies that social enterprises are just another form of business, and that
there are already several laws in place for support and ease of doing business.
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For the second proposition, to encourage students and aspiring entrepreneurs to create their
own social enterprises, human capital and support structures expose them to social entrepreneurs
who share their success stories. In the case of Mr. Dizon, a motivation to go into social
entrepreneurship was his attendance in talks created by ACSEnt involving successful social
entrepreneurs. Furthermore, one of Ms. Cavosora’s motivations for growth was to become the
“Human Nature” of carabao milk products. Lastly, Ms. Tan was inspired to pitch the current
business model of Good Food Community because it was apparent that the same business model
worked for other countries; hence, a refined version of the model tailored fit in the context of the
agricultural sector in the Philippines may work for the business.
For the third proposition, there is a growing number of support structures accessible to
social entrepreneurs. This includes incubators such as Gawad Kalinga and LSEED, giving budding
social entrepreneurs the boost they need to start their businesses. Moreover, there is a vast number
of shared services given not only by these support structures, but also by the government. Use of
machinery, space, access to credit and financing, and marketing support are all readily available
for the use of entrepreneurs. However, the gap remains because first, not all aspiring entrepreneurs
are aware of these support systems as verified by one out of three interviewed social entrepreneurs,
or second, there may be no support systems available close to their area.
For the last proposition, training and other information sessions are given by different
domains of the ecosystem. ACSEnt already has established modules for social entrepreneurship
that are also utilized by larger corporations. For students who want to start a social enterprise,
LSEED introduces them to the concept of social entrepreneurship, and gives them lectures and
learning sessions facilitated by successful social entrepreneurs. Although, not specifically tailored
to social entrepreneurship, DTI has a range of training programs and seminars specifically catering
to MSMEs through the Philippine Trade Training Center and Negosyo Centers. For agriculture,
the newly passed Sagip Saka Act of 2016 provides skills development and capacity building for
farmers. With this, and the proper utilization of these available capacity building programs, the
knowledge gap will be addressed and the growth and productivity of the social entrepreneurs and
their partner communities will improve.
Future Studies
Although the study was able to gain insights from the different players in the ecosystem,
how they connect with each other, and how they develop human capital in the agricultural sector,
below are recommendations for future studies that want to explore this topic further:
1. As suggested by Senator Kiko Pangilinan, personally getting to know the stories of the
main beneficiary of this study, the farmer, as well as having site visits to farms are
important aspects in order to gain a true benchmark of their situation and the potential
impact that this study could have brought.
2. Studies should not be limited to social enterprises whose beneficiaries are only within
Luzon, the Visayas and Mindanao island groups should also be explored, as Luzon only
captures about half of the Percentage Share in Total Value of Production in Agriculture,
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according to a 2018 report by the Philippine Statistics Authority, while the other half comes
from Visayas and Mindanao with shares of 17.43% and 35.84% each.
3. Domains beyond the four that were discussed should be explored in order to fully capture
the entire ecosystem. A suggestion is that future studies include the interactions between
all six domains, including finance and markets, as there are still many insights that can be
harvested from these domains.

Given that there are still limited studies done on the social enterprise landscape, more
specifically in the agricultural sector, future researchers are suggested to explore this sector on a
deeper level.
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Bote Central: Aiming for an ‘inclusive’
coffee supply chain in the Philippines
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Synopsis
The Philippine coffee industry holds a story that many Filipinos are far too familiar of—
and sometimes tired of listening to. Vie Reyes, co-founder of Bote Central, recounts how back in
the mid-2000s, large scale plans for the local coffee industry involved mainly big industry players.
In the process, local coffee farmers are left to fend for themselves—most, however, decide to find
alternative sources of income. Vie knew then and there that something had to be done to help
improve the situation of local coffee farmers and, in a bigger scheme of things, the Philippine
coffee industry.
Key Words: Coffee industry, inclusive supply chain
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Enterprises: An Exploratory Study
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Abstract
This study aimed to fill the gap in social enterprise and human resource literature by
exploring the recruitment and retention strategies of Philippine social enterprises. Specifically, the
study aimed to identify the strategies utilized by Philippine social enterprises to recruit and retain
workers, determine the challenges faced by Philippine social enterprises in recruiting and retaining
workers, and examine if the recruitment and retention strategies of Philippine social enterprises
change over their business life cycle. Cross-case analysis approach was used. Data were collected
from three social enterprises.
Case study evidence drew on semi-structured interview and review of archival documents
and Web resources. Study findings suggests that social enterprises in the Philippines uses substream or alternative recruitment channels. Further, these channels were less costly to use and
facilitated faster recruitment. Because the social enterprise owners have significant control over
the alternative channels the ability to hire human resource that will own the business and its
mission is made possible. As the social enterprise move to the next stage of business growth, it
utilized mainstream channel, while still recruiting using sub-stream channel. This was possible
because the enterprise is already financially capable to do so. All of the social enterprises employed
paid manpower at the early stage of the business. Results of the study also showed that the social
enterprise were financially limited to provide attractive compensation during recruitment at the
early stage of the business. Prioritization of the social goal steered the companies to implement an
informal non-financial retention strategy.
Founders and managers of social enterprises can use sub-stream or alternative channels to
help them attract qualified candidates possessing the beliefs, attitudes, knowledge and skills fit to
the philosophy and objectives of the social enterprise.
Key Words: Cross-case analysis, social enterprises, mainstream and sub-stream channels,
recruitment and retention strategies

Introduction
The development of social enterprises has changed the “business as usual” or “the business
of business is business” idea about the purpose that business serves in society. Unlike mainstream
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business counterparts, social enterprises follow a business model where profit is not the only goal
but equal emphasis is placed on creating social value. Seelos and Mair (2005) state that social
enterprises are “rapidly growing number of organizations that have created models for efficiently
catering to basic human needs that existing market and institutions have failed to satisfy” (p.1).
Given their social mission fused with financial objectives, social enterprises operating in a
business environment together with their mainstream counterparts are more challenged to grow
and achieve their performance objectives. Social enterprises should secure legitimacy to obtain
resources and sustain its business (Lee, Shin, Park & Kim; 2018). The role of the social enterprises’
workforce cannot be downplayed in achieving a seemingly contradicting dual goal (Mastrangelo,
Benitez and Cruz-Ros, 2017). Social enterprises in the Philippines are faced with lack of workforce
with business skills, particularly skills such as business development and management, accounting,
legal, tax, marketing, logistics and distribution, and this has become an impediment to the sector’s
growth (Darko et. al., 2015). In the study of Habaradas and Aure (2016) on social enterprises in
the Philippines, they concluded that aside from the challenges similar to traditional for-profit
businesses, “social enterprises carry the self-imposed burden of addressing the needs of those
belonging to the bottom-of-the-pyramid, at the risk of putting a strain on their already limited
resources” (p. 51). The same study (Habaradas, et. al., 2016) also showed that the individual social
enterprises have limited resources, whether human or material.
“The role of human resources in driving social enterprises’ success has generally been
neglected, although prior literature has suggested that HRM contributes to firm performance and
innovation” (Napathorn, 2018). Researches on the role of human resource management in social
enterprises has yet to grow in number. Extant literature related to social enterprise human resources
have focused on studying intention to establish a social enterprise; motivational needs and intent
to stay of social enterprise workers; and intention to quit of social enterprise permanent employees,
among others (Ohana et. al. 2010; Ayoub et. al. 2013; Chinchilla, 2017; Barton et.al. 2018; and
Caringal-Go et al 2018). According to Napathorn (2018) “few studies have paid attention to how
social enterprises attract, manage and reward workers.”
This study aims to contribute to the literature gap by exploring the recruitment and
retention strategy of social enterprises in the Philippines.
Conceptual Framework
The conceptual framework of the study (Fig. 1) is developed by putting together the ideas
adapted from Tam & Gray (2016); Dees & Anderson (2002); Doherty, Haugh, & Lyon (2014);
Napathorn (2018) and Royce (2007).
The organization or business life cycle theory is grounded on the concept that businesses
develop through time in a “predictable, linear, and consistent manner” and as firms move along
these stages of inception, high growth, and maturity their organizational characteristics and
configurations change requiring them to strategically respond (Tam et. al, 2016). At the early
stages of social enterprise development and when facing skills shortages, volunteers act as key
resource for social enterprises (O’Hara, 2001; Badelt, 1997; Cornelius et. al, 2008). According to
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Napathorn (2018) social enterprises uses more of the sub-stream or alternative recruitment
channels compared to their mainstream counterparts. These channels allow social enterprises to
“attract qualified workers whose beliefs and attitudes are consistent with the objectives of social
enterprises” and avoid competition in the mainstream labor market (Napathorn, 2018). In the study
of Royce (2007), the social enterprise manpower can be broadly categorized as paid workers and
volunteer workers. In the absence of financial compensation, social enterprises turn to
incentivizing employees using non-financial rewards in order to retain them (Hynes, 2009). Dees
et. al. (2002) and Doherty et. al. (2014) identified the human resource management challenges of
social enterprises.
The study then will test the following propositions presented schematically in the
conceptual framework:
Proposition 1: Philippine social enterprises utilize more the sub-stream or alternative recruitment
channels at the early stage of the business life cycle.
Proposition 2. The proportion of paid workers to volunteers increases over the business life cycles
of Philippine social enterprises.
Proposition 3. Philippine social enterprises depend more on non-financial incentives to retain
workers.

Figure 1. Conceptual framework
Methodology
The case study method was used. A multiple case design was adopted to enable the logic
of replication or the possibility of confirming or disconfirming the arguments drawn from the other
cases. Qualitative approach was used to collect comprehensive data on the social enterprise
subjects.
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Study Respondents
Purposive or judgement sampling was used in the study. This method is appropriate for a
case study that involves working with small and informative samples. Purposive or judgement
sampling allowed me to select cases that will best enable me to answer my research questions and
to meet my objectives. The basis for judging the social enterprises for inclusion as subject of the
study was based on the definition of social enterprises by Dees and Anderson (2002). More
specifically, the following criteria were used: (1) registered as for-profit business and utilizes
market-based methods to earn income and remain financial sustainable; (2) the social cause is at
the center of the business and it exists and operates in order to pursue a social objective that will
benefit their stakeholders; and (3) at the early, growth or maturity stage of the business life cycle.
Key individuals involved in the social enterprises, specifically the owners and/or founders will be
interviewed.
The study utilized both primary and secondary data. Secondary data about the social
enterprises were sourced from archival documents, websites, published resources and other studies
previously conducted involving some of the subject social enterprises. Primary data were collected
through an interview with the owners and/or founders of the four social enterprises.
Data Collection
A semi-structured interview guide was used in the conduct of primary data collection. The
interview guide contains eight open-ended questions that cover the following key data themes:
social enterprise background, organizational structure and recruitment and retention strategies.
Data were collected through a face-to-face interview. To set appointment for interview, a formal
letter was sent by the researcher to the social enterprises via email. The letters were followed-up
through phone calls and email. The letter informed the interviewee about the title, the aims of the
research, the accompanying benefits and risk for their participation. The letter also included the
general topics covered in the interview. Finally, the respondents were asked whether they agree or
disagree to take part in the study. Voluntary participation or withdrawal from the interview was
articulated in the letter.
The interviews were conducted at the chosen location and time of the interviewee. It started
with a very brief introduction and explanation for the visit with reference to the formal letter sent
and their response agreeing to the interview. Approval for audio recording was secured and ethical
considerations were exercised. Aside from audio recording the interview, note taking was done.
Blank spaces, tables and checklists that were placed in the semi-structured interview guide
facilitated in capturing the interviewee’s responses. The interview questions in the semi-structured
interview guide were asked in appropriate order. Questions were omitted accordingly once answers
have been provided. Furthermore, follow-up and probing questions were posed to the interviewees
to gather the data needed for the study.
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Data Analysis
The data collected were analyzed using the following processes: summarizing and thematic
analysis, categorizing, narrative structuring and cross-case analysis. Summary tables were
prepared to show emerging trends in the changes in recruitment channels and manpower of the
social enterprise.
Narrative structuring involves creating a coherent story from the data collected during the
interview (Saunders, et al., 2010). Detailed case description of the four social enterprises were
written using narrative structuring. Summarizing involves condensing the meaning of large
amounts of text into fewer words allowing to determine the principal themes that have emerged
from the interview (Saunders, et al., 2010). Thematic analysis was used to recognize the patterns
that emerge in the data about the challenges in recruiting and retaining manpower. The recruitment
channels used by the social enterprises and the classification of recruited manpower were
categorized according to the a priori categories and were summarized in a descriptive table.
Cross-case analysis was performed to examine the similarities and differences in
recruitment and retention strategies and challenges among the social enterprises. Results of the
cross-case analysis were used to validate the propositions of the study.
Results and Discussion
Case Descriptions
Sierreza
Background. Sierreza was founded by Cherrys Abrigo in August 2018. It is a zero-waste
retail and convenience store, advocacy business, and a café & restaurant. Sierreza is selling a wide
variety of household commodities that can be bought by consumers on small volumes. This social
enterprise advocates fair trade, and as a store that directly connects the farmers to markets, it carries
an array of organic agricultural produce from the farming community of Daraitan in Tanay, Rizal.
Value added products developed by Cherrys and her team are being served at the café & restaurant
utilizing the agricultural produce from the farms. The main social objective of Sierreza is to
practice fair trade and provide a stable market for the organic produce of farming communities in
the mountains. According to an interview with Cherrys Abrigo:
Every fresh produce sold in the store is bought at a very good price from the farmers……
the farm gate price is equivalent to the market price, that is, whatever the current market
price is and the price known by the farmers. (Selling the product at Sierreza) is like renting
a space in the market and transporting the goods for free, the produce being picked up by
me from the farm…... Even with low volume of fresh produce, they earn a sizeable income
and do not need to clear a big parcel of land to grow these products and earn money.
The P500,000 initial investment used to establish Sierreza came from the founder’s
savings. During its soft opening in July 2018, Cherrys hired two staff / crew. The business
successfully took off and Cherrys found herself looking for additional manpower in August.
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During the time of the interview, Sierreza is beginning to expand. A new store is soon to be opened
in Maginhawa Street in Quezon City. The expansion site in Manila is deemed to be strategic
because it is close to Ateneo and UP Diliman. The academic community, similar to what transpired
in UPLB, is expected to be able to grasp the concept behind Sierreza and be the captured market
of the business.
Organizational structure. Sierreza has a simple organizational structure. The manpower is
composed of the owner / founder, Cherrys, and six regular staff / crew. The staff are not bound by
a contract. In practice, there is no formal hierarchy in Sierreza. The owner considers the manpower
as a team and the staff are all management trainees. There are no designations or positions, that is,
the staff are able to take on different roles such as cashier, cook, dishwasher, among others. During
the first few months of operations Cherrys was hands-on in running Sierreza. She focused on
training her team to be able to let them operate the business on their own. The dynamics is such
because Cherrys wants the staff to be fully knowledgeable about the Sierreza business model. They
are trained in terms of skills, character development and of the principles unique to Sierreza.
Honesty is strictly practiced. At present, the business can be run by the team. They were
empowered to decide about operations issues.
Recruitment and retention practices. Sierreza relied on referrals from friends for manpower
recruitment for the soft opening in July. In the interview with the owner, honesty was among her
priorities. She needed individuals that can be trusted. Reaching out to her circle of friends
somehow allowed her to recruit the manpower she needed. For the August opening, the additional
manpower was recruited through a Facebook posting accessible only to the friends of the owner.
When two of the manpower resigned from work, the owner resorted once more to social media
posting that is limited to her circle of friends. In January 2019, applicants responded to an in-store
posting of job vacancy. After interviewing applicants, the owner involved her team in the
recruitment process to assess whether they find the applicant trustworthy and can effectively work
with the team.
From an interview, the recruitment challenges articulated by the owner are:
1. Finding someone who can take to heart the reason behind Sierreza's existence, own the
job, and not do the operations tasks just for the sake of having a source of income;
2. Increasing/improving capability to provide better compensation to the deserving
personnel; and
3. Finding someone who is completely trustworthy.
First Harvest
Background. First Harvest is a social enterprise based in Gawad Kalinga (GK) Enchanted
Farm in Angat, Bulacan founded by Tajen Sui, Catherine Patacsil and Nico Encarnacion, together
with two mothers in the GK community in 2013. First Harvest is a replicable template for
community-based small to medium scale facility for manufacturing heritage recipes tapping the
indigenous talents and available raw materials in the community. The social mission of the
enterprise is to be able to provide dignified employment to community partners that can uplift their
quality of life. On a broader scale, the enterprise seeks to contribute in improving the country’s
agricultural sector. In an interview with Tajen Sui:
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Working at Gawad Kalinga, I was assigned to become the Kitchen manager,
working with the mothers or “Titas” in the community……We thought about what can be
done during the downtime of the Titas in the kitchen. We discovered that the mothers in
the community are talented and they know how to produce something. So, the first product
was peanut butter. We asked them to produce the peanut butter for us, then we would pack
them in jars without branding and label and we would sell it. We pay the mothers
afterwards. That was the start of the idea. In November 2013 we tried to work the business,
the concept and started selling. The operation was very backyard……We registered in
2015 and we are fully functional.
Working with P2,500 capital, the founders took advantage of GK’s credit line and network
when the idea of the peanut butter production was being tested. One of GK suppliers based in
Manila provided inputs such as peanut, sugar, and packaging, among others, on credit. Payments
are made after the products have been sold. Infusion of additional capital were done when they
started to receive bigger orders. First Harvest product lines include peanut spread, peanut crunch
and salted coco jam. First Harvest targets entry to four product lines, namely, dips, sauces,
dressings, and spreads. Revenues from sales of the products are ensured to have healthy profit
margins that can cover for the business' operational expenses and also fund the business for
expansion.
Organizational structure. The manpower of First Harvest is composed of the head of
operations, two full time production manager, one part time multi-media manager, and 15
productions workers employed in full time or part time capacity. Tajen Sui is the head of
operations, still taking on multiple hats as head of marketing and sales. In terms of financing, he
monitors the production costing making sure that the business is running well and not losing
money. The two production managers were graduate of the School for Experiential and
Entrepreneurial Development (SEED) Philippines school at the GK Enchanted Farm. These
managers were knowledgeable about the social enterprise because they were interns at First
Harvest. After completing the SEED program, they decided to stay and become part of the First
Harvest manpower. The structure is established as such due to the current level of production and
to manage the production cost.
Recruitment and retention practices. When the social enterprise started, the production
workers consisted only of the two mothers from the GK community, who possessed the skill on
peanut butter production. When demand picked up and new manpower were needed, First Harvest
recruited members of the GK community. The dynamics of the recruitment was unique. Since the
product quality has to be maintained and the skill and the recipe was known only to the two
mothers, the First Harvest management allowed the two mothers to select whom to train. They
were comfortable with passing down the recipe to their kids, neighbors, and friends. The two
mothers who own the recipe were then given royalties. At present they no longer work as
production workers. Given that the production capacity of First Harvest is not yet at the optimal
level, production workers were being assigned for the daily production work.
From the groups of trained production workers, the management identified key people and
developed a list of workers to tap to ensure the product quality. This list of personnel is used to
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develop weekly production assignments. The schedule is properly communicated at the beginning
of the production week. With the streamlining the business is able to stick to the production budget
and maintain product quality. Most importantly the management had the ability to trace back who
are accountable for production mistakes that resulted to rejects. At present, the business rarely calls
for additional workers because production became more efficient with the new machine and
production scheduling. While the business has fairly established its production workers, Tajen Sui
acknowledged the problem at the management level. If Sui is to leave his post, the business will
probably close because the structure is unsustainable.
GK Enchanted Farm has a monthly business camp targeting the yuppies who want to learn
about social entrepreneurship, finding purpose in their job, and are looking for new ways of doing
business, among others. The camp is the farm’s strategy to attract people to GK.
Messy Bessy
Background. Messy Bessy is a social enterprise founded by Kristine “Krie” Reyes-Lopez
in 2007. The business is in the manufacturing of natural, biodegradable, non-toxic home and
personal care products. The social mission of Messy Bessy is to provide education, employment
and rehabilitation for at-risk (formerly abused, trafficked, incarcerated impoverished) young
adults. The business sustains development programs for the young adults who are provided with
work training, formal education in high school and tertiary levels, work ethic enhancement
programs and counselling.
An initial capital of P50,000 was used to start Messy Bessy in 2007. The products produced
were positioned as biodegradable, nontoxic, using all-natural ingredients that kill bacteria and
doesn’t emit toxic fumes and chemical residues. The products cost a little more than the
mainstream. With strong branding, the product lines have established steady following.
The youth in the company’s education program, called the learners, are part of the
company’s manpower. They are working in the different departments of the company – they are
assigned in the areas they are interested in and where they can be developed. While working in
different departments at Messy Bessy, the are earning money and paying for their scholarships.
In an interview with Kristine “Krie” Reyes-Lopez:
We grew organically. In terms of the products, we would come out with more based
on what the customers would ask for and also based on what, we in the office, want. In the
beginning it was really very intuitive, we were just doing what we felt was going to do
well. We kept growing, right. Every year our sales grew, since 2007, really quite
significantly. Sales growth was always at double digit. So now that we’re bigger, the
process is different. When we want a new product, decision making is a bit more data
driven.
Messy Bessy is in the high growth stage of the business cycle, according to the founder.
Within the fast-moving consumer goods (FMCG) industry, the company is still small and the
market potential of the product is still big. “We are growing more than 30% every year, high
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growth. I think compared to others in our industry that’s extremely high, compared to P&G, which
is growing at maybe 2%.”
Organizational structure. The top position in the organizational structure of Messy Bessy
is the chief executive officer (CEO). The CEO is the founder of the social enterprise. In 2016 the
non-profit unit focusing on the social mission was put up. This was done to be able to focus on the
scaling and replication of the social program, independent of Messy Bessy. The non-profit unit is
called the HOUSE Foundation with three divisions / functions: replication, operations and program
design. A total of eight employees compose the non-profit unit, two of whom are learners. The
profit-earning unit is Messy Bessy. This unit consists of the sales, supply chain and marketing
functions. There were 38 regular workers in the sales division and 32 learners, being the biggest
division in the profit-earning unit. The supply chain function is led by a supply chain manager.
Under him are the production manager, purchasing supervisor, inventory supervisor and logistics
supervisor. The unit consists a total of 15 regular employees and 14 learners. The marketing
function lead by the marketing manager has six workers, three of them are regular and the rest are
learners. The shared services unit caters to the financing and manpower needs of both the nonprofit and the profit-earning units of the business. There are four regular employees and two
learners in the people center and nine in finance and accounting (six regulars, three learners).
Recruitment and retention practices. When Messy Bessy started, the manpower consisted
of the owner / founder and the production workers, who were the beneficiary of the enterprise’s
social program. The owner hired manpower only on the third year of operations. The recruitment
of manpower was done almost every year at Messy Bessy because the business sustained its growth
and continued to fill in the needed manpower. At the beginning, the owner worked together with
the scholars. There was no volunteer manpower in Messy Bessy. Everyone was salaried.
According to the owner in an interview, “volunteers were for certain activities but not for the
operations because it’s not sustainable. In an interview with Krie Reyes-Lopez:
(Our recruitment is done in) any normal way a business does it. So, we recruited
via online, on Facebook, and job street. I also tap my network. For the scholars, we partner
with the NGOs.
In the beginning it was very difficult. For one, obviously our compensation was not
competitive, in the beginning. And, also a lot of people didn’t really find the potential for
a long-term work or like the potential to kind of stay in the company and retire in the
company and get the financial gain that they want. Also, there’s low awareness. But now
it’s a little bit different. The company is now able to give competitive salary. Also, we find
that it’s quite enticing for the younger workforce, they like more purposeful work.
The company focuses on developing a culture of transparency, trust, collaboration and
being authentic to the mission. The owner believes that these are the best means to compel people
to stay in the company.
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Cross-Case Analysis
Stage of business life cycle
Sierreza is the newest of the three social enterprises, turning only one year in August 2019.
It is the smallest of the three social enterprises in terms of manpower and market coverage. Prior
to establishment of Sierreza, the farm products of the IP farmers started to get steady following
towards the third year of selling these in Saturday bazaars, coupled with promotion of the social
goal behind the business of marketing the organic produce of the IP farming communities through
word-of-mouth. It did not become difficult to promote the value-added products sold in Sierreza
zero-waste store and cafe because all of these were processed using the produce from the farms.
While the owner has no formal business education, the marketing stint in bazaars and linkage with
other distribution channels for organic produce such as Healthy Options and Good Food
Community provided significant experience that contributed to the conceptualization of Sierreza.
First Harvest has been up and running for over five years now since its conceptualization
in 2013. The current line of products is peanut and coco-based spreads, with future plans of
including dressing, dips and sauces on the list. The products are positioned as “lovingly prepared
food using real ingredients”. First Harvest has already attempted to expand their product lines.
They however were limited by the availability of inputs needed for production. While the
production facility of First Harvest is based in Bulacan, its market coverage is not limited to the
area, owing to their marketing strategy of bringing the products “from the farm to the metro”.
Aside from marketing to the people who visits GK Enchanted Farm, First Harvest products are
made available at Human Nature Stores nationwide, and online through the Human Nature online
shopping platform. Human Nature is another social enterprise affiliated with GK. First Harvest
products are also sold at Salcedo Saturday Market in Makati City and Sundays at the Skypark at
SM Aura Premiere, among others.
Messy Bessy is more than a decade old social enterprise and the most established among
the three. The complexity brought about by the size of the business is depicted in its highly formal
organizational structure. It has the highest number of manpower and volume of production among
the three, with market coverage reaching the entire country. Production is very systematic and is
data driven. While synthetic home cleaning and personal products are generally in the mature stage
of product life cycle, natural, biodegradable and non-toxic home and personal care products are
still in the growth stage. Customers are getting more conscious about the products they use at
home. This is evidenced by the double-digit year-on-year growth in sales of Messy Bessy. It is
expected that the business has a lot of opportunities to take advantage of in the FMCG industry.
The analysis of the current level of operations and the self-rating of the social enterprise
founders classify Sierreza and First Harvest in the early stage of the business life cycle while Messy
Bessy in the high growth stage.
Recruitment channel
The cross-case analysis of the findings show that Philippine social enterprises utilizes
alternative recruitment channels in their early stage. Common to First Harvest and Messy Bessy is
to recruit from their beneficiary groups. The nature of the social mission of the two companies,
that is, provision of jobs to their beneficiary group, prompted them to recruit from the alternative
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channel. Sierreza utilized the sub-stream channel to gain full control of the recruitment process
and ensure the recruitment of manpower that will embrace the enterprise’s mission. The affiliation
of First Harvest with Gawad Kalinga benefited them from GK’s internship program, hence the
business also indirectly used this channel. Other significant advantages of the sub-stream channel
utilized by the social enterprises in their early stage were: it was cheap, and the time to recruitment
manpower became quicker. The two companies that recruited from their beneficiary groups,
however, had to train the hired manpower because they lacked the necessary skills required for the
operations of the business.
The findings of the study also showed that when the social enterprise moved to the next
cycle of business growth, it started to utilize the mainstream channel. Recruitment from
mainstream channel was possible because at the growth stage, the earnings of the business allow
it to offer competitive salaries and attract more qualified workers. Further, the level of operations
requires that key positions be filled with qualified workers.
Referral was used by the owner of Sierreza in order to hire candidates with characteristics
that fit with what the owner is looking for, particularly in the willingness to embrace and live by
the social objective of the enterprise. While the beneficiary community can also be tapped by
Sierreza for manpower, the store location suggests that it is more strategic to hire from the locality.
The field operations in the farm however can be done by the members of the IP farming
community. Hiring from them was actually part of the alternatives to the owner once the expansion
of Sierreza pushed through.
For First Harvest, their social objective is provision of jobs to their partner communities,
hence they are first priority as candidates for employment in the enterprise. The production facility
of First Harvest is located at GK Enchanted Farm facilitating the identification of the social
enterprise beneficiaries. Further, these beneficiaries, specifically the GK community mothers
became the manpower of First Harvest. The nature of the social mission mainly dictated the
reliance on alternative recruitment channel. This dynamic, that is, how close is the business to the
beneficiary group and how the social benefit is afforded to them, differentiated First Harvest with
Sierreza. First Harvest’s ability to provide jobs however is dictated by the facility’s production
capacity and product orders. Additionally, as one of the social enterprises in Gawad Kalinga, First
Harvest benefits from the internship program and business camp of GK Enchanted Farm. The
production managers at First Harvest came from the internship program. This provided the
opportunity for Fresh Harvest to develop their manpower from within the organization to take on
the higher management positions in the future.
The social agenda of Messy Bessy is also designed to help the program beneficiary to get
their education. To do so, they are employed as workers in the company so they can send
themselves to school while the company subsidizes their school fees. Similar to First Harvest,
attainment of the social mission of Messy Bessy entails involvement of the beneficiary group in
the operations of the business, specifically by providing them with jobs. When Messy Bessy started
to require additional manpower on its third year, the owner used web-based recruitment and job
street, while still maintaining the alternative channels. The use of mainstream channels allowed
Messy Bessy to hire candidates with knowledge, skills and experience pertinent to the positions in
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their key areas, such as chemist, pharmacist and a production manager who professionalized the
production system. They are paid with industry rates.
Table 1.
Recruitment channels used by three Philippine social enterprises
Business Life Cycle
Recruitment Channels
Stage
Sierreza
First Harvest
Messy Bessy
1. Referrals from 1. Recruitment from 1. Recruitment from
Early
friends
vulnerable groups
vulnerable groups
2. Facebook posting
2. Internship program
3. In-store posting
1. Job street
Growth
2.Web-based
recruitment
3. Network referrals
4. Recruitment from
vulnerable groups
The social enterprises in this study all hired paid manpower at the early stage of the
business. For First Harvest and Messy Bessy, these people were from their beneficiary groups. It
is inherent in their social enterprise model to tap this group as manpower but not on a voluntary
capacity.
Aside from paid manpower, only First Harvest had volunteers from the internship program
of GK. Being popularly known for its platform of incubating social enterprises, interns, both local
and foreign, come to GK for immersion and training for a certain period of time. These interns
were designated accordingly to the various social enterprises in GK. Four interns that were
assigned to First Harvest stayed to become part of the regular manpower. At present, only two of
them remained and are now paid employees of First Harvest. Volunteer manpower is both a plus
and a minus according to the founder of First Harvest. Since they are in for immersion and training,
those that lack skills may affect the production output, especially if they participate hands-on.
However, those that do have knowledge and skills provide significant help. Because internship is
a regular program of GK, it can be expected that even if First Harvest will grow to the next stage
of business cycle, they will still have volunteer work from future interns. Devising a strategy on
how to make the most of the free manpower have to be arranged by the enterprise.
Table 2.
Manpower composition
Manpower
Sierreza
Classification
Early Stage
Volunteers
0
Paid Employees
6

First Harvest
Early Stage
4
18

Messy Bessy
Early Stage
Growth Stage
0
0
12
128
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Recruitment challenges and retention strategies
The founders of First Harvest and Messy Bessy acknowledged that their financial
capability limited them to recruit manpower. This issue was specific to the early stage of Messy
Bessy where the business is not yet able to provide competitive compensation. When the business
started to earn profit, this was eventually overcome. The owner of Messy Bessy also articulated
that a lot of people could not find potential for long-term work and financial benefits from social
enterprises because of their low awareness about the nature of social enterprises. For First Harvest,
the financial liability hampering the recruitment process of the enterprise persists up to present.
The owner of Sierreza put on top of her list the challenge of finding individual who will “own”
and “take to heart” the reason why and for whom the business was established. While attractive
salary was not an issue in recruitment, the owner of Sierreza would like to improve its capability
to provide better compensation for deserving personnel.
Competition from the mainstream market for better paying jobs is articulated by all the
founders. It is very critical that those seeking for employment in a social enterprise should embrace
the company’s reason for existence. Finding meaningful and purposeful work leads an individual
not to focus on the financial remuneration.
Table 3.
Recruitment challenges
Recruitment challenges
Limited access to skilled manpower
Limited financial capability to provide
attractive salary
Shortage and lack of manpower with
both business and social skills

Sierreza

✓

First Harvest

Messy Bessy

✓

✓

✓

Non-financial incentive is a recurring theme of the retention strategies of the three social
enterprises. The strategies are not formalized because they are rooted in the culture of the
enterprises. The founders believe that “owning” the business and its social mission is the foremost
reason that cause the human resource to remain. Ownership of the enterprise and its social goal is
evident at Sierreza through staff empowerment to make decisions concerning store operations
which will have implications on the attainment of the social objectives. The production managers
at First Harvest that are being groomed to replace the founder on the top post were given key
business information and necessary training. Messy Bessy banks on the company’s culture of
openness, transparency, collaboration and being authentic to the mission as the reason why people
stay.
Table 4.
Retention strategies
Retention strategies
Provision of financial or monetary
incentive
Provision of non-financial or nonmonetary incentive

Sierreza

First Harvest

Messy Bessy

✓

✓

✓
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Retention strategies are non-financial and formal strategies are lacking mainly because in
the social enterprise business context fulfillment of social mission is a priority hence sizeable
portion of the company’s profits are used to pursue the mission. For First Harvest, they pay their
workers living wage instead of the minimum wage in the locality. This is how they are able to
provide decent jobs that enhance the quality of life of their beneficiary. The profits earned by
Sierreza are budgeted to cover for the operating costs while sizeable amount is used to pay for the
fresh produce of the IP farming communities at a fair price. While Messy Bessy may have the
ability to afford financial incentives to retain the workers, its priority is also to be able to cater to
more disadvantaged youth. Together with the growth of the profit-earning unit of the company is
the scaling and replication of the social programs. This translates to additional financing for the
social program which will essentially come from the profits of the enterprise.
Conclusion and Recommendation
The role of human resources in driving social enterprises success has generally been
neglected even as prior literature has suggested that HRM contributes to firm performance and
innovation. Researches on the role of human resource management in social enterprises has yet to
grow in number and few studies have paid attention to how social enterprises attract, manage and
reward workers. This study aims to contribute to the literature gap by exploring the recruitment
and retention strategy of social enterprises in the Philippines.
This paper found that social enterprises in the Philippines uses sub-stream or alternative
recruitment channels because the nature of the enterprise designed them to tap their beneficiary
groups as manpower. Further, these channels were less costly to use and facilitated faster
recruitment. Because the social enterprise owners have significant control over the alternative
channels the ability to hire human resource that will own the business and its mission is made
possible. As the social enterprise move to the next stage of business growth, it utilized mainstream
channel, while still recruiting using sub-stream channel. This was possible because the enterprise
is already financially capable to do so. All of the social enterprises employed paid manpower at
the early stage of the business. Because of its strategic affiliation, one of the companies employed
volunteers through an internship program. Results of the study also showed that the social
enterprise were financially limited to provide attractive compensation during recruitment at the
early stage of the business. Prioritization of the social goal steered the companies to implement an
informal non-financial retention strategy.
Recruiting volunteers through internship programs is a viable option for social
entrepreneurs. Engaging in partnership with organizations, schools and other entities can provide
the social enterprises access to manpower. Through internship programs social enterprise owners
can control the qualifications of candidates who apply for internship. This will allow them to select
candidates whose attitudes, behaviors and work performance fit with the culture of the social
enterprise. The interns may go on to become permanent employees.
One limitation of this research is the case study methodology. Hence, results cannot be
generalized across social enterprises in the Philippines. Additionally, there is no social enterprise
in the maturity stage that was included in the study. While the study has provided empirical
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evidence to validate the propositions of the study, it is recommended that additional Philippines
social enterprises be studied.
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Abstract
Market-based organizations are stepping up to bring about positive social change. Forprofit social enterprises have been defying the odds and are taking action to make the world a
better place, even on a shoestring capital – they are overcoming obstacles in serving the poor where
traditional commercial organizations failed to do. This paper focuses on understanding how a
social enterprise, engageSPARK, demonstrates motivation, capability, and opportunity through
organizational practices, as levers for positive social change (PSC). As a young company,
established in 2013, engageSPARK is already able to showcase how the company meets the
requirement for creating PSC. This paper uses a qualitative single case study approach in
understanding how these levers are exhibited in organizational practices. Data were analyzed using
NVivo 10.
Key Words: positive social change; social enterprise; case study research

Introduction
Changing the world seems like an overwhelming goal. After all, the world is inundated with
complex problems that merely thinking of solutions is already paralyzing – what more if you are
to act on it?
The issues that societies now face create a challenging environment for everyone. Despite the
efforts of transnational organizations such as the United Nations and the actions of various
government bodies, sustained and transformative change to address societal problems are not
enough (Trivedi & Misra, 2018). As such, market-based organizations are stepping up to bring
about positive social change (Stephan, Patterson, Kelly, & Mair, 2016). For-profit social
enterprises have been defying the odds and are taking action to make the world a better place, even
on a shoestring capital – they are overcoming obstacles in serving the poor where traditional
commercial organizations failed to do (Seelos and Mair, 2005). The unique combination of private
organizational structure with a social purpose, its generally smaller scale, and connections with
consumers seem to be the strategic formula to create solutions for the world’s lingering social
problems (Trivedi and Stokols, 2011; Trivedi and Misra, 2018).
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Social Enterprises and Social Entrepreneurship
Social enterprises want to make a difference – not through grandiose acts or sweeping actions,
but through small deeds that develop capabilities and provide opportunities for the disadvantaged
or socially excluded group (Trivedi and Misra, 2018). These organizations challenge the status
quo in order to show what is feasible, no matter how daunting it may seem (Seelos and Mair,
2005).
Austin, Stevenson, and Wei-Skillern (2006) defined social entrepreneurship as “an
entrepreneurial activity with an embedded social purpose” (p. 1). He further added that social
entrepreneurship involves innovation in order to create social value that may be present in nonprofit, business, or government sectors (Austin et al., 2006). A social enterprise can have a positive
impact on the economic system by introducing new products and/or industries, creating new
business models, and using its resources to solve societal problems (Santos, 2012; Seelos and Mair,
2005).
Inclusive Growth
Most social enterprises focus on promoting inclusive growth. This goal is aligned with the
United Nations’ Sustainable Development Goals 2030, which utilize different industries, sectors,
and organizations to achieve social inclusion and eradicate poverty. Thus, majority of social
enterprises aspire to help the poor, the disadvantaged, and those at the base of the pyramid, to help
alleviate their poor living conditions, provide proper livelihood, and extricate them from social
exclusion (Kimbu and Ngoasong, 2016; Macke, Sarate, Domeneghini, and da Silva, 2018).
Research Questions
This paper focuses on understanding the levers of positive social change in the context of a
social enterprise, engageSPARK.
1. How does engageSPARK manifest motivation, capability, and opportunity (MCO) in its
organizational practices?
2. What are the specific practices that engageSPARK has engaged in to demonstrate its goal
of achieving positive social change?
Significance of the Study
This study is significant because it is timely and relevant in understanding how social
enterprises create positive social change.
Timeliness. Scholarly attention is now being focused on understanding social enterprises,
because of how they benefit the society. Understanding for-profit social enterprises and how they
leverage market knowledge to drive PSC will help future endeavors of social entrepreneurs
(Stephan et al., 2016).
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Relevance. The importance of understanding how a market-based organization such as a forprofit social enterprise, can help develop the existing knowledge on its practices and activities.
Embracing a broader view of the relationships of these types of organizations and the society pave
the way for enhancing societal well-being (Stephan et al., 2016).

Review of Related Literature
This section will offer an understanding of value – the central element in the study of social
entrepreneurship. It will then proceed to the discussion of positive social change, which is the key
component being investigated in this paper. Theoretical and operational frameworks will be
presented. Synthesis will follow suit, and the research gap will be discussed based on the review
presented in this chapter.
Creating and Capturing Value
Value creation is a result of offering something to the market after all the opportunity costs
and resources related to its creation have been accounted for; value capture, on the other hand, is
getting the appropriate portion out of the created value for the resources and efforts involved in
mobilizing value creation (Santos, 2012).
Most articles would create a distinction between economic and social value when discussing
social enterprises. Santos (2012) argues that this should not be; in developing a theory to
understand the phenomenon of social entrepreneurship, the dichotomy between economic and
social value must be eliminated to create a generic but holistic concept of value. He further
explained that social value does not construe financial gains, as it is only concerned with
addressing the societal needs (Santos, 2012; Certo and Miller, 2008). On the other hand, economic
value already offers social value in itself in the way that it improves societal welfare through better
resource allocation (Santos, 2012).
On the other hand, Seelos and Mair (2005) emphasized that in contrast to traditional
commercial entrepreneurship, the creation of social value is what appears to be the primary goal
of social enterprises; the economic value becomes the by-product that helps sustain the social goals
of the organization, and supports it towards self-sufficiency. Certo and Miller (2008) argue that
they go hand-in-hand, as a social entrepreneur will need to involve creativity in ensuring that social
and financial values are created to ensure sustainability of the organization. While commercial and
social enterprises differ in overall mission, with commercial ventures primarily concerned with
profits and social ventures on social value, both enterprises may create secondary gains (social
value for commercial, profits for social enterprises); the identification, evaluation, and exploitation
of opportunities are the same for both types of enterprises, only with different focus (Austin et al.,
2006).
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Positive Social Change (PSC)
Creating social value is at the heart of social enterprises. But how does it create positive social
change (PSC)?
For the discussion on PSC and the frameworks (sections 2.1 to 2.3), I attribute liberally to
Stephan et al. (2016) who conducted a systematic literature review on this topic, and all the
quotations (i.e. those without citations) are taken from Stephen et al. (2016), unless indicated
otherwise.
Positive social change is “the process of transforming patterns of thought, behavior, social
relationships, institutions, and social structure to generate beneficial outcomes for individuals,
communities, organizations, society, and/or the environment beyond the benefits for the instigators
of such transformations” (p. 1252). It is a process that involves proactive initiation, and in the
context of this study, applies to market-based organizations that engage in value creation through
products that are offered in a competitive environment. Two types of PSC may be present: surfacelevel PSC strategies, where changes can be more directly and immediately observed; and deeplevel PSC strategies, which involve changes that are based on shaping beliefs, attitudes, and
meanings.
PSC involves change in the “target” of PSC projects – this can be the communities or
individuals that would directly benefit from the initiatives. In the context of hybrid organizations,
defined as an organization that combines the elements of for-profit and non-profit enterprise, PSC
can be manifested in mutually beneficial relationships between the organization, its suppliers, and
the supplier communities (Hoffman, Badiane, and Haigh, 2012). Engaging in fair trade, for
example, demonstrates the organization’s moral goodness and goal of creative positive social
impact while attaining financial prosperity.
Positive Social Change Framework (Theoretical Framework)
A systematic review of literature enabled Stephan et al. (2016) to come up with the Positive
Social Change Framework, seen in Figure 1.
The framework identifies two different types of positive social change: one that is rooted in
intrinsic motivation, developing capabilities, and empowering opportunity structures, which result
to deep-level PSC. The other type is based on extrinsic motivation, agnostic of capabilities, and
restructured decision environments – this is called the surface-level PSC.
Motivation. Motivation captures the desire and the drive to alter one’s behavior towards a
goal. Intrinsic motivation is grounded on one’s inner desire and free volition, and is generally seen
as more meaningful and has a long-term effect resulting from greater persistence in pursuing it. on
the contrary, extrinsic motivation is based on external influences that drive one’s behavior –
offering monetary incentives or aspiring for good corporate image, for example (Stephan et al.,
2016; Brockhaus, Fawcett, Knemeyer, and Fawcett, 2017).
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Capability. Capability building is an essential component in PSC. In deep-level PSC,
developing skills is key to enhancing one’s self-esteem and empowerment. In surface-level PSC,
agnostic of capability means that one is not confident enough that skills can be developed or that
things can be learned.
Opportunity. Entrepreneurship is about finding the right opportunities, and acting on it. in
deep-level PSC, empowering opportunity structures are created in order to facilitate change. In
surface-level PSC, the targets (i.e. the individual or the community) are seen to only respond in a
“quasiautomatic” manner that react when external motivation is involved.

Figure 1. Positive Social Change Framework (Stephan et al., 2016)
Change Mechanisms and Enabling Organizational Practices (Operational Framework)
Enabling organizational practices and identifying change mechanisms operationalize the
MCO model shown in the Positive Social Change framework by Stephan et al. (2016). Motivation,
capability, and opportunity are used as levers in achieving positive social change, and specific
organizational practices, project actions, and targets’ responses have been identified (see Figure
2).
On the part of the organization, motivation lever can be demonstrated through building a
shared vision, generating quick wins, or evaluating and providing feedback. The change
mechanism among the targets include engagement in more positive behavior, or increase in
extrinsic motivation.
For the capability lever, organizational initiatives include developing local capacity and
knowledge, involving relevant stakeholders in developing networks through connective
leadership, and developing project skill base. In the change mechanism of the targets, this involve
development of skills and enhancement of confidence.
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Organizational practices in the opportunity lever include building inclusive project
governance, taking advantage of project relationships, creating sustainable project resource
database, and finding innovative and new opportunities.

Figure 2. Mapping of Change Mechanisms and Enabling Organizational Practices Organized by
Change Levers (Stephan et al., 2016)
Research Gap
Positive Social Change (PSC) is not very well investigated in the context of corporate social
responsibility (CSR), social entrepreneurship, and base of the pyramid studies. Literatures that
offer empirical studies on CSR focus inward on organizational activities, and rarely investigate
how these initiatives stimulate societal well-being beyond the boundaries of the organization
(Stephan et al., 2016). In the area of social enterprises, most research focus on possible challenges
faced by the organizations that are born out of competing economic and social goals, and the aim
of creating value rather than capturing value (Santos, 2012; Stephan et al., 2016).
Methodology
This paper utilizes a qualitative single case study method that explores the driving mechanism
for positive social change.
As this research is exploratory in nature, it seeks to understand, through Stephan et al.’s (2016)
framework, how engageSPARK utilizes motivation, capability, and opportunity in creating
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positive social change. Extensive understanding and thorough investigation are required in delving
deeper into this phenomenon (Sekaran and Bougie, 2010; Cooper and Schindler, 2014). Empirical
evidence through a single case study was lent to provide answers to the “how” and “why” of the
particular phenomenon being explored in this study (Yin, 2014).
Case Overview
engageSPARK is a social enterprise that provides technological solutions to companies. It
caters to both commercial and social ventures; in fact, the profits from their commercial clients
subsidize the services they render to non-profit/non-government organizations. The company
offers engagement and communication platforms through the use of technology that is easy to use
and can cater to organizations of all sizes – even the smaller ones. (engageSPARK, n.d.)
Based in Cebu, Philippines, it has clients from all over the world and helps them connect with
their customers or stakeholders via any phone, regardless of the type of phone. Some of its clients
cater to rural farmers in Kenya, Philippines, and Colombia; they have also created awareness
campaigns on HIV, mobilizing HIV-positive citizens in Lesotho and Papua New Guinea. This
organization’s goal is to become a truly inclusive platform through easy-to-use IT mechanisms
that can be used by non-IT personnel (engageSPARK, n.d.).
Data Collection
This paper used secondary data from interviews conducted by Center for Business Research
and Development in 2016. In-depth interviews were conducted by Dr. Raymund Habaradas with
the key officers of engageSPARK: Ravi Agarwal, Founder and CEO, and Nick Brown, Director
for Business Development.
Other sources of information, such as the corporate website and news articles, were also
utilized for this study.
Data Analysis
The transcriptions of the interview were analyzed using NVivo 10. The responses of the
interviewees were first analyzed using the framework. Statements that pertain to motivation,
capability, opportunity, and positive social change were determined and coded in the software.
Word frequency was determined to see the occurrence of recurring themes. Cluster analysis was
also generated to discover if there are concepts that go together. Word trees illustrate how certain
concepts and ideas were discussed by the interviewees. The matrix coding query finally compares
the extent at which each of the interviewee discussed motivation, capability, opportunity, and
positive social change in their individual interviews.
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Results and Discussion
Positive social change is powered by motivation, capability, and opportunity.
The interviews with Mr. Brown and Mr. Argawal generated the following words, which are
illustrated in a word cloud in Figure 3. This highlights concepts such as business (engageSPARK
is a market-oriented social enterprise), people, and enterprise. Word tree was also generated to
show how these concepts were discussed in the paper. There were a lot of discussion on social
enterprise which cover topics such as covering gaps in the market, investing responsibly, and
interacting with NGOs in their line of business.

Figure 3. Word Cloud illustrates word frequency as expressed in the interviews
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Figure 4. Word trees (“social” and “scale” are shown) visualize how the concepts were discussed
in the interviews
Cluster analysis shows the natural grouping of concepts generated by NVivo, as how the
informants discussed these concepts. This is important in determining themes that naturally occur
in the interviews. This can further be processed later to generate typologies or even factor analysis
for each of the lever. However, since this study only utilized two interviews, the software is not
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able to generate cluster analysis for each lever due to limitation in data that the software can work
with.
Motivation. For Nick Brown, motivation is rooted in intrinsic factors. His background in
responsible investing exposed him on ethical standards. “My former CEO had a great model for
our company. I’ve adopted it as my own – change the world, have fun, make money – in that order.
Most people do the other order. They make money, have some fun, and then when they’re old and
rich they’ll like, give 1% to Church, etc.”
Likewise, intrinsic motivation powered Ravi Argawal to focus his capabilities in putting up a
company that can cater to NGOs and other similar organizations. His travels enabled him to see
the bigger picture of how he can help make a difference. “It wasn’t really about finding myself,
it’s about finding what I wanted to do. It was really about what I wanted to do and how I can
leverage my skills, so all that backpacking in Asia, I went to a lot of remote places…From those
travels my conclusion was, over the last few decades, development has done a really good…But
the bottom end, the economic opportunity of finding jobs and making a good living is not… So I
realized that’s probably the part that I can have the most impact, having been a business person.”
Capability. engageSPARK created platforms that helped develop capabilities of users. In fact,
the company claims that it is a “fool-proof” platform that even non-IT personnel can use their
technology-based platform. This was done by involving developers to create the right platform,
and to ensure inclusivity by utilizing communication technology that can engage and interact with
individuals, even in far-flung areas, regardless of the phone model they own.
Opportunity. The organization is creating opportunities for NGOs and other social
enterprises to reach their customers and/or targets (for example, sending emergency alerts during
disasters and surveying if they are safe or not by keying in options) and engaging with them. “Payper-use” scheme created the opportunity for NGOs to utilize their services, so no matter how small
the company is, it will only be paying for services that it needs (Hynes, 2016; Schnabel, 2016).
To quote Nick Brown: “Two barriers or reasons why NGOs are not using this technology.
One was technological, the other was financial. Some companies would solve one after the other.
On the other hand, you’ve got financial barriers, so there are corporate tools to make it easier for
banks and call centers to do their job, but they’re going to require minimums, quotas, subscriptions,
etc.”
This illustrates how the technology can be used in disaster response, as told by Nick Brown:
“Let’s say you are a disaster response NGO or you’re the OCD or NDRRMC here in the
Philippines, there’s an earthquake in Bohol, you already have a list of government officials in
Bohol. You target the group of people who are in Bohol, you have 1500 phone numbers of people
who are in Bohol, you record a message, “Hello, this is Undersecretary, etc. A magnitude 8.0
earthquake has been detected in Bohol. Press 1 if your community has emergency needs. Press 2
if your community has no emergency needs, Press 3, etc.”
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The organizational practices of engageSPARK in relation to the different levers are
summarized in Table 1. To illustrate, Figures 5 and 6 graphically show the percentage of how the
levers were discussed.

Table 1.
Organizational Practices of engageSPARK

Levers
Motivation

Capability

Opportunity

Organizational Practices
•
•
•
•
•

Find something that can make use of the founder’s business acumen
Shared vision with the company
Personal philosophy of changing the world, having fun, and making money
Created a platform that is user-friendly even for non-IT personnel
Enabled a system that can interact with individuals even in rural areas, with
any type of phone
• Created opportunities for NGOs to interact with their targets
• Created opportunities for commercial enterprises by offering “pay-per-use”
scheme so even small organizations may benefit from the technology being
offered

Figure 5. Summary of Responses by Lever
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Figure 6. Summary of Responses by Interviewee
While the interviews only covered the organizational operations, PSC was demonstrated in a
case shared by Nick Brown. While working with Mercy Corps, they wanted to understand if
engageSPARK’s platform can help incur behavior change in improving savings of individuals.
“We did our study, we had our sample size. We had our engageSPARK group. We worked
with 20,000 beneficiaries. So one group, they just got a standard in person education training –
someone comes in, organizes the 200 people in the room and “I’m gonna teach you about how to
save, and then I’m going to go home.” The other group got that in-person education, and then they
got a soap opera telenovela delivered to them on their phones, two episodes a week for sixteen
weeks.
So now, twice a week, they got a two-minute call, it was a telenovela. After that, there’s a
question: Press 1 if you think Ben and Joy should buy a TV, Press 2 if you think Ben and Joy
should save their money for next month’s tuition…Savings rate doubled. 106% increase in savings
by having that constant contact, just by doing that twice a week…”
Conclusion and Recommendation
As positive social change is not well-studied in the area of social enterprises, the single case
study discussed in this paper provides rich insights about how motivation, capability, and
opportunity act as levers for PSC. In identifying the specific organizational practices, each lever
was clearly demonstrated. engageSPARK is in the right path towards creating positive social
change.
The limitation in this study is because it only used secondary data and no further interviews
were conducted beyond the organization officers, the targets/clients were not able to demonstrate
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how they engaged in change mechanism, and how developing their skills actually created
opportunities for them to enhance their confidence.
As such, covering the change mechanism by investigating the targets/clients is a natural next
step for this paper. Understanding the levers under the change mechanism of the targets/clients
will provide a holistic picture of how PSC can be achieved by market-based organizations.
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Abstract
This study explores the extent to which stakeholder engagement impacts the different
factors of mission drift - performing, organizing, belonging, learning. Two social enterprises were
included, namely Messy Bessy and Bohol Bee Farm, each contributing 100 respondents.
Descriptive statistics was used to analyze the demographics of these social enterprises as well as
its mean and standard deviation. The correlation test showed that all factors of stakeholder
engagement have a significant relationship to only the learning factor of mission drift. In linear
regression analysis, multiple R showed that all variables have a weak positive relationship except
for completeness to performing and completeness to organizing which show to have a moderate
positive relationship. On the other hand, adjusted R-squared showed that materiality, completeness
and responsiveness variables of stakeholder engagement explain the performing, organizing,
belonging and learning factors of mission drift by a small percentage - the highest being 11.9%.
In multiple regression, only the relationship of completeness and responsiveness with learning
remained significant. These results were consistent with the interview done with one representative
from the management of each enterprise. Owners, employees, external stakeholders and
beneficiaries of the social enterprises will be of an advantage as it continues or improves its
stakeholder engagement and cultural variety to avoid mission drift based from the findings in the
study. The findings of this study may also help the social enterprises the school is helping in order
to successfully attain both goals - social and economic. Future research can include more social
enterprises in other areas of the country, and even social enterprises owned or operated by persons
with disability. In order to expand the study, future researchers may identify and test more
variables, which are presumed to affect mission drift and include some other social enterprises,
even social enterprises owned and/or operated by persons with disability.
Key Words: Social enterprise; stakeholder engagement; mission drift
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Introduction
In social enterprises (SE), social value creation is the core into which it operates as such
ventures have a market-based organizational form while having a sense of purpose to create
positive change in society. As a result, this industry is positioned right in the middle of a traditional
business model and a charity model (Battilana & Lee, 2014). Social enterprises are relatively new
organizational forms and are also referred to as hybrid organizations because of its two-pronged
objectives of making profit while trying to achieve its social missions (Raišienė & Urmanavičienė,
2017).
In the Philippines, the problem addressed is the reduction of poverty by considering the
poor as primary stakeholders. Stakeholders are any individual or group who play a role in the
business that can affect the achievement of the firm’s objectives and decision-making process.
There has been a continuous emergence of it as people are becoming more aware of social
enterprises. According to the British Council (2017), in 2017, the Philippines had nearly 165,000
social enterprises. However, to date, there is still no established definition of what a social
enterprise and there is a lack of study on how SEs operate in the Philippines.
Jones (2007), as cited by Ebrahim, Battilana, & Mair (2014), stated that mission drift is
the risk of losing sight of the social missions of the organization in its attempt to generate revenue.
The risk of mission drift may not be distinct to SEs since it is also present in other industries such
as microfinance. However, it is critical for them because of the following reasons: (1) SEs depend
on commercially generated revenue to be able to support the business operations financially, and
(2) SEs would fail to attain the goal of creating and delivering social value to its beneficiaries once
they lose sight of its social mission (Ebrahim et al., 2014).
There is a vast number of SEs but there is a limited number of studies on them and it is
with this background that the researchers asked “How can social enterprises sustain both ends of
their mission?”
Background of the Study
Social enterprises originated in the 1800s. In Philippine, Dacanay (2007) noted that in
2007, there were 30,000 social enterprises in the Philippines while Asian Development Bank
(2012) reported that in the 2012 the total number of social enterprises have significantly decreased
to 20,000.
At present, there is limited study on social enterprises in the Philippines despite its
increasing number. Mr. Norby Salonga, a development specialist of the Lasallian Social
Enterprise for Economic Development (LSEED) at the De La Salle University (DLSU) states that
social enterprises, upon reaching the 5-year mark, only head in one of two directions – success or
failure. Mr. Salonga believes that this is a result of the SE losing its sight on its social objectives
while trying to sustain its economic viability so that it could support its beneficiaries. The same
reasoning was also mentioned by Rykaszewski, Ma and Shen (2013) on their study on Failure in
Social Enterprises.
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A previous study by Rammus & Vaccaro (2014), discussed strategies of two social
enterprises in Italy to address mission drift. Both social enterprises have already drifted from their
mission. One of the social enterprises did not involve stakeholders in their strategy and failed to
counterbalance their social values and objectives. The other enterprise engaged their stakeholders
through stakeholder engagement and social accounting thus, enabling them to address their
mission drift.
Given the present number of social enterprises in the Philippines and the assumption that
most do not make it past the 5-year mark, this study aims to prevent mission drift. This study also
aims to understand how social enterprises work in the Philippines. In particular, it aims to find the
answer to the question “Does the extent the social enterprises uphold the degree of stakeholder
engagement significantly impact its inclination to mission drift?”
This study focuses on two social enterprises which were established in the Philippines more
than 5 years ago: Messy Bessy, a producer of natural, biodegradable, non-toxic home and personal
care products (messybessy.com), and Bohol Bee Farm, producer of quality organic crops and
products and a favorite tourist destination in the Visayas. These two businesses can represent social
enterprises for the reason that the highest number of social enterprises in the Philippines are retail
and tourism (Asian Development Bank, 2012). Messy Bessy helps youth at risk, and sells home
care and products for men, women and babies which are earth friendly. On the other hand, Bohol
Bee Farm helps the farmers and residents of the community, and provides products and services
that attract tourists in the area.
Review of Related Literature
Stakeholder Engagement plays an important role in all businesses, more so in social
enterprises as their beneficiaries - the people whose lives they are trying to uplift - are greatly
affected. In fact, Patridge, Jackson, Wheeler, & Zohar (2005), describes stakeholder engagement
as the efforts of the organization to recognize and include the stakeholders as well as their concerns
in its overall operations and decision-making processes which was built around the overarching
principle of inclusivity (Krick, Foraster, Monaghan, & Sillanpää, 2005). These are materiality,
completeness, and responsiveness. Materiality is informing the stakeholders on the issues and
objectives of the business. Completeness is the principle wherein the stakeholders understand the
issues and objectives of the business. Responsiveness is the principle wherein stakeholders and the
business experience a two-way dialogue. These three principles act as guidance, which have to be
integrated in the organization's process of stakeholder engagement and adjusted to the
organization's own language.
There is a lack of study regarding mission drift in social enterprises as most researches
focus on the microfinance industry. However, upon examining mission drift in social enterprises,
it was noticed that most studies discuss the aftermath once the social enterprise has already
experienced it. Ramus & Vaccaro (2017) developed an inductive comparative case study where it
revealed the extent to which stakeholder engagement and social accounting may successfully
support social enterprises effort in rebalancing its position between wealth generation and social
value creation. They found that once SEs have deviated from its original mission and leaned
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towards the business aspect, reevaluation of its “partners by virtue of the coherence of their values,
skills, and capabilities with its previously abandoned socially oriented objectives.” Furthermore,
it was emphasized that social accounting alone cannot counter the effects of mission drift.
The factors for mission drift are performing, organizing, belonging and learning, is
according to the study of Smith & Lewis (2011), adapted by Gonin, Besharov, Smith, & Gachet
(2013). Performing deals with the striking of balance regarding the control and documentation of
business outcomes, which are clear, specific quantitative, and short-term as well as of social
outcomes, which are ambiguous, qualitative, long-term. Organizing is about the system and
processes. Belonging is about the identity and interpersonal relationships. Learning is about the
continuous knowledge gained in the social enterprise. These four are referred to as organizational
tensions, however, Gonin et al (2013) specifically related this to social enterprises and how these
tensions surface between business ventures and social mission, which is mission drift.
Moreover, it should also be noted that tension should not be seen negatively as it is
necessary to balance the two ends of the spectrum.
Framework

Figure 1. Operational Framework
Figure 1 illustrates the operational framework used in assessing whether there is a
significant relationship and effect on stakeholder engagement to mission drift. Hypotheses 1-12
(H1-H12) determine the significant relationship on the factors of stakeholder engagement to the
factors of mission drift by analyzing the p-value and Pearson R via correlation. Hypotheses 13-24
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(H13-H24) determine the significant effect on the same variables, and hypotheses 25-28 (H25-H28)
determine the significant effect on stakeholder engagement as a whole to the factors of mission
drift both of which is done by analyzing the p value, multiple R as well as adjusted R via regression.
Methodology
A mixed method design was applied as the study contains a quantitative and qualitative
analysis which allowed for a comprehensive understanding and analysis of such. For the
quantitative part, descriptive design was utilized to determine the statistics of the demographics of
the social enterprises as well as the mean and standard deviation of the survey. In addition, causal
explanatory method, specifically single and multiple regression was used to determine the effect
of stakeholder engagement on mission drift while correlation coefficient was used to determine
the relationship of the same variables. As for the qualitative part, an interview was conducted to
gather more information and to verify the quantitative data gathered from the interview of top
management regarding the variables included in the research.
In order to create a comparative interpretation, purposive sampling design was used for
both Messy Bessy and Bohol Bee Farm. It was estimated that these social enterprises involved
have around 300 stakeholders. That being known, 100 stakeholders were selected from each
enterprise to represent 30% of the entire population in accordance with the Central Limit Theory
of Chebyshev to approximate a normal distribution.
For the research instrument, a questionnaire was created using a 5-point Likert scale.
Simultaneously, a semi-structured interview of one member of the top management for each social
enterprise was used to get more information about the business and the variables applied used.
Data from both instruments were compared thereafter.
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Table 1
Demographics of the Respondents

Results
Table 2
Correlation and Regression Results
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Table 1 shows that majority of the members of the respondent social enterprises are female
with an age range of 20-27, a college graduate or college undergraduate, and have been in the
business for around 1 to 4 years.
Correlation. The p-value in Table 2 shows that only materiality to learning, completeness
to learning, and responsiveness to learning have a significant positive relationship, which confirms
Ha4, Ha8, and Ha12, respectively.
Table 3
Multiple Regression Results

Linear Regression. Based on the Multiple R value in Table 2, all variables have a weak
positive relationship except for completeness and performing, completeness and organizing which
showed moderate positive relationship. Furthermore, based on the Adjusted R-squared value, the
variables mainly, materiality, completeness and responsiveness only explain performing,
organizing, belonging and learning by a small percentage (the highest being 11.9%).
Multiple Regression. Multiple regression was done to combine all variables of stakeholder
engagement into one model. This was to check if it will remain significant despite the change and
if social enterprises have an effective job on Stakeholder Engagement. Based on the results of
multiple regression in Table 3, when the variables of Stakeholder Engagement were regressed
together, only two remained significant, specifically completeness and responsiveness, with
learning. All others are not as significant while the two remained indifferent when combined.
In addition to the surveys, the researchers conducted interviews with one person from top
management per social enterprise. Thereupon, the data gathered from the surveys was compared
to the data gathered from the interview.
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Analysis
Considering the two social enterprises, the study showed that stakeholder engagement does
not have a significant impact in the social enterprises’ inclination to mission drift. When the
variables of stakeholder engagement were regressed together, only materiality and completeness
had a significant effect to learning. Responsiveness was not significant when it was regressed
together with stakeholder engagement unlike when it was individually regressed. All other
variables under mission drift, specifically, performing, organizing, and belonging had no
significant effect. Additionally, the only significant relationship comprised of the three variables
of stakeholder engagement and learning. Although, it is important to note that the relationship is
weak.
Learning tension is the variable wherein one gains continuous knowledge in the social
enterprise. In order to experience this, a strong foundation on the social enterprise and its advocacy
has to be fully established and stakeholder engagement plants that strong foundation. Materiality
requires that the stakeholders be informed on what the social enterprise is, completeness allows
them to understand the issues and its advocacy and responsiveness allows the stakeholders to
experience a two-way dialogue wherein they can address issues and meet business objectives.
This foundation allows the employees to further gain knowledge on how to adapt, renew
and innovate while remaining committed to the mission and keeping an effective growing
business. That is why, the researchers concluded that learning tension is a significant variable to
stakeholder engagement and social enterprises.
As gathered from the interview with the representative of Messy Bessy, learning tension
can be seen in the organization as they continue to think of ways to reduce their environmental
impact by being proactive in reminding the customers that they can recycle their containers or
return them so it would not be thrown away. They have also been contemplating on putting up
several refilling stations for their products. Although they continuously think of products that cater
to the needs of the market, they do not strive to develop so many, which may be the reason behind
the weak relationship of learning with responsiveness. Conversely, the interview with the
representative of Bohol Bee Farm reveals that learning tension was observed as they constantly
look for new materials, new menu, or new ways that will enable them to use local materials. As
much as possible, they try to make use of materials that are readily available in their area. Such
instances demonstrate the effects of the knowledge in the social enterprise and their actual efforts
to adapt and innovate while remaining committed to the social mission and efficiently growing the
business.
The three other dependent variables of mission drift, specifically, performing, organizing
and belonging, do not have a significant effect on Stakeholder Engagement. However, it should
still be considered and not overlooked. These factors are still variables to consider in maintaining
a balance for the social enterprises’ mission but not necessarily in relation to stakeholder
engagement.
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Conclusion
Social enterprises is a mission-oriented endeavor, which means that it involves the typical
functions of a business and a social mission organization. Overall, social enterprise is not a
common study and this research can help understand how social enterprises work in the
Philippines. From the results, it shows that stakeholder engagement does not have a significant
effect on the inclination of a social enterprise towards mission drift, which contradicts the study
by Rammus & Vaccaro (2014). However, it is important to note that it should still be considered
as these factors are still variables in maintaining a balance for the social enterprises’ mission.
Recommendations
It would be beneficial for Messy Bessy and Bohol Bee Farm to retain their way of engaging
the stakeholders since it is deemed to be already high in all three factors. However, they could still
improve on certain factors under mission drift. Specifically, it would be beneficial for Messy Bessy
to find a balance in direction and empowerment while it be would be advantageous for Bohol Bee
Farm to evaluate their documentation of business and social results and to strengthen it social
mission. Other businesses may use the study to gauge their level of stakeholder engagement and
inclination to mission drift. As for the academe, it is suggested that the concepts of this study may
be offered in courses. Finally, in order to expand the study, future researchers may identify and
test more variables, which are presumed to affect mission drift and include some other social
enterprises, even social enterprises owned and/or operated by persons with disability.
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Abstract
Philippines Mining Law requires all operating mines invest 1.5% of their annual operating
costs in a Social Development and Management Program (SDMP). In the town of Kasibu, Nueva
Vizcaya, Barangay Didipio has a high-grade underground gold and copper mine operated by the
Oceana Gold which acquired Didipio in 2006 through a merger with Climax Mining Ltd. and
commenced commercial production as an open pit operation in 2013. In 2016, the mine transitioned
from an open pit to underground operation, with production from the underground commencing in
early 2017. The research was conducted using a combined data gathering methods. Ocular
observations, house-to-house interviews, key informants interviews and focused group discussions
were done simultaneously. The objective of this study is to evaluate, assess and correlate the
impacts of the mining operations to their immediate environment. Results of the study showed a
copper contamination in both impact and confluence for Didipio mining and that there are
confirmed adverse impacts to the civil, economic, social and cultural rights of various communities
that live in the mining-impacted areas as well as those downstream of the mine operations.
Key Words: Sustainable Mining, Civil Rights, Economic Rights, Social Rights, Cultural Rights

Background of the Study
Through the leadership of Madam Tessie Sermonia-Acosta and the Diocesian of
Bayombong, Nueva Vizcaya including University of the Philippines Manila and their able
scientists who conducted the in-depth analysis of the data in the study, this research study has come
to reality for the benefits of all the stakeholders of Didipio, Kasibu, Nueva Vizcaya.
Didipio has a high-grade underground gold and copper mine located on the island of Luzon
in the Philippines. Oceana Gold acquired Didipio in 2006 through a merger with Climax Mining
Ltd. and commenced commercial production as an open pit operation in 2013. In 2016, the mine
transitioned from an open pit to underground operation, with production from the underground
commencing in early 2017. The operation is subject to regular monitoring, inspection and
verification by various government agencies and by a Multipartite Monitoring Team (composed of
members representing national government agencies, local government units and communities).

457 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Didipio Mine engages with communities to improve our management of key issues and
impacts, identify opportunities, inform our business strategy and activities, collaboratively develop
social investment programs and respond to concerns or issues relating to our business activities.
Didipio works with 11 communities adjacent to the mine. These include the host community of
Didipio and 10 surrounding communities, a total of more than 15,000 residents. Three downstream
communities are in the Municipality of Cabarroguis in the Province of Quirino, and seven upstream
communities are in the Municipality of Kasibu in the Province of Nueva Vizcaya.
Social Development Management Program
Philippines Mining Law requires all operating mines invest 1.5% of their annual
operating costs in a Social Development and Management Program (SDMP). At Didipio,
they commenced our SDMP in 2013 to provide funds for the sustained improvement of
living standards of our host and adjacent communities. The SDMP requires investment in
the specific areas of social services and infrastructure, communications and training.
Memorandums of Agreement (MOA)
Since the early 1990s, companies responsible for exploration and development at
Didipio have made agreements with host and adjacent communities to invest in social
infrastructure and services. Many of these commitments were executed at the time the
agreement was made, while others were delayed or scheduled to be delivered after the
commencement of mining operations. They continue to honor these commitments which
include infrastructure projects such as roads, schools, a medical facility, and other
initiatives focused on agricultural development, skills building and small business
development.
Indigenous Rights and Free Prior and Informed Consent
The Philippines is culturally diverse with more than 100 identified ethno-linguistic
groups. The Philippines National Government passed the Indigenous Peoples Rights Act in
October 1997, establishing formal processes for recognizing the right to customary land
tenure and self-governance. In 1996, the Department of Environment and Natural
Resources (DENR) awarded the Bugkalot tribes of Nueva Vizcaya a Certificate of
Ancestral Domain Claim. In 2002, the DENR certified that the Barangay of Didipio was
not included in the Certificate. While Free and Prior Informed Consent (FPIC) was not
required, we did obtain favorable endorsement for the mine from the Didipio community
in 2002, as part of our Environmental Compliance Certificate process.
The area around the Didipio mine has been home to different groups over time
including the Ilongot, the Ifugao, and the Bugkalot, and we engage with them all. We
recognize and respect the processes established in the Philippines for the determination and
recognition of the rights of communities, including that of Indigenous Peoples, and comply
with all requirements.
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Surface Rights Acquisition
In accordance with the provisions of the Philippines Mining Act, OceanaGold
commenced a surface rights acquisition program in 2005 to negotiate and enter into
agreements with landowners and occupants within the Didipio Project area. The program
provided a compensation and benefits package with beyond what was required by law,
including a relocation benefit. Under this program, various individuals voluntarily executed
agreements with the Company and more than 500 agreements were in place by July 2008.
Most residents remained in the local area.
In accordance with the Mining Act rules and regulations, proceedings were initiated
with a Panel of Arbitrators in 2006 for a small number of residents where no agreement
could be reached with the company. Discussions continued independent of the legal
proceedings and agreements were ultimately amicably concluded with these residents prior
to the commencement of commercial production in 2013. They have received complaints
from some community members regarding surface rights acquisition and other land related
issues. Didipio has an established complaints process for community members to discuss
and seek a collective resolution of these concerns. Where the company and the complainant
are not able to resolve the issue, the process is moved to a Panel of Arbitrators (comprising
Department of Environment and Natural Resources and the Mines and Geosciences Bureau
Region Two) as set out in the Philippine Mining Act of 1995.
The complaints process was formalized in 2012 and is continuously reviewed and
updated as required. Since then we have received 95 complaints related to land. 61 of those
complaints have been resolved, 18 remain open and are still under investigation and 16
have been elevated to the Panel of Arbitrators. This includes complaints received prior to
2012.
Livelihoods and measuring social impacts and change
OceanaGold is committed to improving our understanding of how our operations
generate change and impact at the local, regional and national levels. At Didipio, this
includes the social outcomes and tangible benefits delivered by the SDMP and other
community programs, the livelihood and socio-economic impacts related to our operations
and impacts on land, water and biodiversity.
Didipio is currently reviewing the household studies and livelihood baselines
implemented during the exploration, project development and operational phases of the
mine. They are working with external experts and in collaboration with communities and
government to better-understand how the mining operation has contributed to change over
time, the community’s perceptions and concerns, and to identify improvements – including
the economic standing and welfare of local communities.
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Agriculture
Agriculture has been, and continues to be, an important livelihood for local families,
and Didipio has ongoing agricultural initiatives in our 11 host and adjacent communities in
Quirino and Nueva Vizcaya. These include: (1) Collaboration with the Department of
Agriculture on strengthening traditional and organic farming practices. (2) Supporting the
organization of 13 agricultural cooperatives (some of whom provide food to Didipio’s
mining camp). (3) Partnerships with Grameen Australia Philippines and local farmers to
promote organic farming and with Business for Development and local farmers to improve
market opportunities for coffee.
There have been allegations the mine has negatively impacted agriculture,
especially citrus. Data from the Philippines Statistics Authority shows that production of
corn and palay (rice at the stage prior to husking) has increased from 2011 to 2016 in Nueva
Vizcaya and Quirino. Agricultural Research on Citrus Production of the Municipality of
Kasibu, Nueva Vizcaya prior 2008 to 2016, an independent study conducted by the
Municipal Agricultural Office of the Municipality of Kasibu, outlines a decline in citrus
production beginning in 2011 due to pest and disease infestation resulting in low yields.
Most of the remaining citrus plantations in the area are located more than eight kilometres
upstream from the Didipio mine in Barangays of Malabing, Wangal, Tadji and Binogawan.
In 2015, we commissioned an entomologist from the University of the Philippines
to conduct and onsite investigation at local citrus farms. The report validated that the citrus
farms were affected by the citrus tristeza virus that had spread from other affected citrus
farms in southern Luzon. This research included a forum to share methods for preventing
further spread of the pest and disease infestation and production and post-harvest
techniques. We continue to strengthen our focus on agriculture and support to non-mining
livelihoods as a key part of Didipio’s long-term closure strategy.
Livelihoods and measuring social impacts and change
OceanaGold is committed to improving our understanding of how our operations
generate change and impact at the local, regional and national levels. At Didipio, this
includes the social outcomes and tangible benefits delivered by the SDMP and other
community programs, the livelihood and socio-economic impacts related to our operations
and impacts on land, water and biodiversity.
Didipio is currently reviewing the household studies and livelihood baselines
implemented during the exploration, project development and operational phases of the
mine. We are working with external experts and in collaboration with communities and
government to better-understand how the mining operation has contributed to change over
time, the community’s perceptions and concerns, and to identify improvements – including
the economic standing and welfare of local communities.
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Human Rights
The development of Didipio from an exploration project to an operating mine
occurred over 19 years. We take the allegations against OceanaGold and previous owners
in relation to mine development activities seriously. We respect human rights at all our
operations, and OceanaGold has a framework of policies and commitments for how we all
operate. This includes a commitment to the United Nations Declaration on Human Rights.
We periodically review the alignment of our operations and activities with our policies.
In 2018, we commenced a two-year effort to enhance Human Rights respect and
performance in the business, including training for executive leadership, our Board,
management teams and staff, and a human rights due diligence process conducted across
our global operations. We are implementing this due diligence process in line with the UN
Guiding Principles on Business and Human Rights.
Complaints and grievances
The Didipio Mine regularly engages with local communities to collaborate on social
development initiatives, address community questions and concerns about our operations,
and listen to feedback on how to improve our performance. The complaints process was
formalized in 2012 and is continuously reviewed and updated as required. Since then
Didipio has received 110 grievances, of which 75 have been resolved and closed, 19 are
the subject on ongoing investigation, and 16 have been elevated to a Panel of Arbitrators
comprising Department of Environment and Natural Resources and the Mines and
Geosciences Bureau Region Two. This includes complaints received prior to 2012. We
have regular community meetings, and a community-based office through which
community members can raise concerns and be provided feedback. We also have a
confidential whistle-blower hotline service, managed by Deloitte, through which anyone
can report concerns relating to non-compliance with our Corporate Code of Conduct.
Objectives of the Study
1. Evaluate the impacts of the mining operations to their immediate environment. Specifically,
2. To assess the impacts of the two mining operations on the biological, chemical and physical
aspects of the riverine ecosystem.
3. To correlate the impacts of the mining operations on the lives and livelihood of the
communities affected
Results
NV is one of the five most geo-hazardous province in the entire country as declared by the
MGB. There is high probability of flooding in urban centers such as Bambang, Bayombong, Solano
and Bagabag. The NEDA declared NV as a “watershed haven” supporting 7 hydroelectric power
and irrigation dams. Our province’s economy is agricultural-based economy and not industrialbased economy.
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Table 1
Physico chemical parameters

Table 2
Biological parameters
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Figure 1. Heavy Metal Analysis: Sediments

Figure 2. Heavy Metal Analysis: Water
Conclusions
There is copper contamination in both impact and confluence for Didipio mining. Other
factors that contributed to the contamination would be the increase in turbidity that influences the
fate of heavy metal as well as the bio-physical functions of the river ecosystem. There are
confirmed adverse impacts to the civil, economic, social and cultural rights of various communities
that live in the mining-impacted areas as well as those downstream of the mine operations.
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Recommendations
Immediate suspension of mining operations should be imposed until needed rehabilitative
and investigative measures are implemented.
Comprehensive assessment of the impacts of all mining activities within the vicinity of
each site must be conducted.
Regular monitoring of the qualities of both sediment and water samples to determine the
extent of the heavy metal contamination There must be diligent efforts to rehabilitate affected river
and terrestrial ecosystems which should involve containment of pollutants, restoration of damaged
parts of the watershed and monitoring of the extent of contamination in flora and faunal species.
Review of local and national mining, environmental, land and other policies related to the
resulting impacts of the Didipio mines such as the Clean Water Act, Pollution Control Law, and
the Mining Act of 1995, among others, and the possible pursuit of legal actions based on the
findings of this study.
Capacity-building of the affected local communities in monitoring the impacts of the mine
site, promoting effective resource management alternatives, and in engaging in direct actions and
other activities to protect the people’s lives, property and environment.
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Abstract
Up to one-third of the world’s food, which is equivalent to about 1.3 billion tons, gets rotten
before it is consumed (United Nations Food and Agriculture Organization, 2016). With the
problems in food waste, the United Nations has made one of its Sustainable Development Goals to
“ensure sustainable consumption and production patterns” (Sustainable Development Goal 12,
n.d.). Mourad’s (2016) framework aims to address food waste management by presenting
hierarchies of food surplus and potential solutions. The researchers used this framework to
describe the food waste solutions of four supermarkets in the Philippines. The group selected four
supermarkets from a list of the top supermarkets in the Philippines, and interviewed face-to-face a
senior executive from each company. The researchers also used email and phone inquiries for
follow-up questions.
Results showed that weak prevention was the most prevalent solution practiced, while strong
prevention was the least practiced solution.
Key Words: Food waste, supermarkets, SDG 12

Background of the Study
Hunger is one of the most pressing issues that developing countries are facing. And yet
according to the United Nations World Food Programme (as cited by Peace Corps, n.d.), “There is
enough food in the world today for everyone to have the nourishment necessary for a healthy and
productive life.”
Based on the 2015 Global Hunger Index, “the food and nutrition situation in the Philippines
is rated as ‘serious’ – despite steady improvements since the 1990s, positioning the country at 53
out of 104 countries” and that “prevalence of undernutrition remains an issue of public concern”
(World Food Programme, 2016).
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To address this issue, the UN has made responsible consumption and production of food
one of its Sustainable Development Goals (SDGs). SDG 12 aims to ensure sustainable
consumption and production patterns; specifically, the third point of this goal (12.3) states, “By
2030, halve per capita global food waste at the retail and consumer levels and reduce food losses
along production and supply chains, including post-harvest losses” (Sustainable Development Goal
12, n.d.).
However, up to one-third of the world’s food, or about 1.3 billion tons, gets rotten before
it is consumed (FAO, 2016). In Europe and North America, per capita food waste amounts to
between 95 and 115 kg. per year compared with 6 to 11 kg. in developing nations in sub-Saharan
Africa, south Asia, and southeast Asia (FAO, 2016).
Food waste impacts the environment, the economy, and society; therefore, Mourad (2016)
proposes that food waste be managed following a hierarchy of food surplus and potential solutions.
Using this framework, the researchers determined: 1) whether supermarkets in the Philippines
have food waste; and 2) which solutions these supermarkets implement in managing food waste.
While research has been done on food waste management practices in developed countries such
as France and the United States, no similar study has been done in the Philippines, based on the
researchers’ online search.
Sources of Food Waste
Food is “any substance—whether processed, semi-processed, or raw— that is intended for
human consumption,” and “includes drink, and any substance that has been used in the
manufacture, preparation, or treatment of food (Food Loss & Waste Protocol, 2019).
The FAO website (2019) defines food loss and food waste as follows:
Food loss is defined as “the decrease in quantity or quality of food.” Food waste is
part of food loss and refers to discarding or alternative (non-food) use of food that
is safe and nutritious for human consumption along the entire food supply chain,
from primary production to end household consumer level. Food waste is
recognized as a distinct part of food loss because the drivers that generate it and the
solutions to it are different from those of food losses. (FAO, 2014)
According to the Food and Agricultural Organization (FAO, 2016), one-third of the food
produced globally for human consumption – annually, about 1.3 billion tons– is lost or wasted,
resulting in the waste of finite natural (e.g., land, water, and energy), human, and financial
resources, and increasing greenhouse gas emissions (FAO, 2015).
Food waste in medium- and high-income countries is due to consumers’ behavior and
countries’ legislative policies, such as the granting of agricultural subsidies that may result in overproduction of crops, part of which is lost or wasted (FAO, 2015). Citing various scholars, Morone
and Privett (2016) state that
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Excessive food production leads to the over-utilisation of natural resources,
including land, water and fossil fuels (e.g., McLaughlin and Kinzelbach, 2015;
Pinstrup-Andersen, 1999). This, in turn, leads to unnecessary resource depletion.
Moreover, the degradation of food in landfills emits methane and carbon dioxide,
increasing GHG emissions (Hall et al., 2009).
Another major cause of food waste is quality standards that emphasize the appearance of
food (FAO, 2016).
In its report on Global Initiative on Food Loss and Waste Reduction, the FAO (2015) states,
In low-income countries food loss results from wide-ranging managerial and
technical limitations in harvesting techniques, storage, transportation, processing,
cooling facilities, infrastructure, packaging and marketing systems…In the
subsistence farming systems of poor smallholder producers, quantitative losses
result directly in less food being available, and therefore contribute to food
insecurity.
Food Loss and Food Waste in Supermarkets
As can be seen in Figure 1, the food supply chain includes growing, processing or
manufacturing, retailing, and consuming food (Papargyropoulou et al., 2014).

Figure 1. Activities giving rise to food losses and waste in the food supply chain (Adapted by
Papargyropoulou et al., 2014, from Parfitt et al. (2010), Smil (2004), & Lundqvist et al. (2008)).
At the retail part of the chain, to which supermarkets belong, potential problems include
improper handling, damage during transport, and lack of proper storage facilities or conditions
(The Government Office for Science 2011a; Parfitt et al. 2010, as cited in Papargyropoulou et al.,
2014).
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Food Waste Management
The European Union (2008, as cited by Papargyropoulou et al., 2014) developed the food
waste hierarchy as its framework for dealing with food waste. As shown in Figure 2, prevention
is the most favorable option, an option that Mourad (2016) mentions as well.

Figure 2. The Waste Hierarchy (Adapted from European Parliament Council, 2008a, as cited by
Papargyropoulou et al., 2014)
Mourad (2016) presents four solutions (see Table 1) of varying impact to prevent food
waste: strong prevention, weak prevention, recovery, and recycling.
Table 1
Potential Benefits and Limitations of each Category of Solutions (Mourad, 2016)
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Note. Reprinted from "Recycling, recovering and preventing ‘food waste’: Competing
solutions for food systems sustainability in the United States and France" by M. Mourad,
2016, Journal of Cleaner Production, 126, p. 467. Copyright 2016 by Elsevier Ltd.
Mourad (2016) classifies solutions into four categories, with the first two relating to
prevention and the other two focusing on avoiding turning food surplus into food waste. The first
solution, strong prevention, focuses on curbing consumption and production of unnecessary food,
and is the only solution that questions the need for food surplus (Mourad, 2016). Strong prevention
is followed by weak prevention, which refers to lessening food waste (Mourad, 2016).
In recovery, food that is still safe for consumption is given to those who need or want it
while in recycling, food that is no longer safe for humans is converted into energy, compost, and
animal food (Mourad, 2016).
Strong Prevention
According to Mourad (2016), strong prevention involves “reducing change through
structural changes” such as:
•

Challenging “‘productivism’ (the “commitment to an intensive, industrially-based and
expansionist agriculture with state support based primarily on output and increased
productivity” (Lowe et al. 1993, p. 221, as cited in Ward, Jackson, Russell, and Wilkinson,
2008), ‘over-industrialization,’ and ‘homogenization’ of food production, along with the
permanent availability of a wide range of foods through complex commodity chains”;

•

Reassessing safety criteria that “entail throwing away large quantities of food or the loss
of nutritional quality and freshness,” partly because they look ‘ugly’;

•

Having “more seasonal variability, with greater proximity to the land, and sharing more
food through stronger social links, based on trust rather than formal agreements”; and

•

Altering “consumption patterns, including less choice and availability” and decreasing
overall consumption, particularly of animal products.

Strong prevention – transforming people’s production and consumption patterns is the least
promoted food waste management option because unlike the other categories of solutions, it is not
perceived as increasing profit margins of wholesalers, retailers, and other food distribution key
players (Mourad, 2016).
Weak Prevention
According to Mourad (2016), weak prevention refers to the “belief that improved processes
and technologies – without a fundamental change in the business model – are enough to
significantly prevent and almost eradicate waste.” Mourad (2016) explains that weak prevention
relies on “companies' voluntary commitment and ‘best practices,’ both of which do not push
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beyond economic profitability,” and “is predicated on the assumption that it will not lead to major
transformation in food markets.”
Examples of weak prevention are improving packaging, using technology to prevent waste,
and optimizing “large-scale and standardized (over)production systems” – solutions that do not
change the business structure (Mourad, 2016).
Food waste reduction does not always have to be the responsibility of the supermarkets as
consumers can contribute to reducing food waste (Mourad, 2016). Selling food products at
discounted prices and encouraging consumers to shop wisely and check the labels of food products
are examples of weak prevention (Mourad, 2016).
Recovery
Recovery occurs when food surplus is donated to food banks, charities, and people who
need or want it (Mourad, 2016). Food donation usually involves partnerships with the government
or NGOs, and requires formalized procedures and strict guidelines to ensure that safety rules are
followed, businesses are able to protect themselves from liabilities, and tax incentives are easily
calculated (Mourad, 2016).
Recovery also includes re-processing food, such as using ugly fruit to make jams (Mourad,
2016).
In the United States and France, food recovery is the most encouraged practice in
government, nonprofit entities, and businesses, which deem food surplus as a normal result of
variations in demand, price, and seasonality (Mourad, 2016). To ensure they do not run out of
supply, businesses stock more food; thus, food surplus exists (Mourad, 2016). In both countries,
companies that donate food not only receive tax incentives, but also reduce disposal costs and
build positive public images (Mourad, 2016).
However, Mourad (2016) states that donations do not always address the hunger problems
because most of the donated food, bread and pastries, have little nutritional value.
Recycling
Recycling involves using food surplus or waste that is inedible for humans, and turning it
into industrial materials such as chemicals and cosmetics, compost, animal feed, or energy
(Mourad 2016). Although recycling is at the bottom of Mourad’s (2016) hierarchy of food waste
solutions, it is the first, most used solution for municipalities and companies, even in the United
States (Mourad, 2016). Because of this focus, prevention and recovery efforts, which rank higher
in the food waste hierarchy, can be neglected (Mourad, 2016).
Food Waste Management Practices of Supermarkets in Developed Countries
Kroger, one of the largest supermarkets in the United States, has the following programs
that tackle hunger and food waste in landfills:
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•
•
•

Its partnership with food banks, which has resulted in the distribution of 287
million meals from 2008 to June 2016;
Its anaerobic digestion program in California, which turns thousands of tons
of food into energy and keeps them out of landfills; and
Its compost facilities in its stores (Food Waste, 2016).

Walmart in the United States also has various food waste management solutions such as:
•
•
•
•
•
•

Improving its inventory forecasting and ordering;
Adjusting product displays to increase turnover;
Equipping employees to better care for food up to the end of shelf life;
Labeling most private-brand products with “Best if used by”;
Donating unpurchased food to organizations that distribute it to people in
need; and
Recycling inconsumable food into livestock feed, compost, or natural gas
(Walmart, 2019).

In France, supermarkets that throw food away are fined (Chrisafis, 2016). The French
supermarket Intermarche has sold generally unsellable “ugly fruit and vegetables” so successfully
that “many companies in Europe and the United States started exploring similar initiatives”
(Mourad, 2016).
French industry experts, with the support of the Ministries of Industry and Agriculture, have
also promoted “smart” packaging and technological innovation to prevent waste (Mourad, 2016).
To address its one-million-ton food waste problem, Italy passed a law in August 2016 that
encourages supermarkets to donate food items past their “use by” dates without facing sanctions
(Kirchgaessner, 2016).
Sainsbury’s, the second largest supermarket chains in the United Kingdom (Great Britain,
2019), has instituted the following food waste management practices:
•
•
•
•

Transforming food waste into energy using anaerobic digestion instead of
sending it to landfills;
Improving its inventory control and sales forecasting;
Donating unsellable but edible food to charities; and
Advising customers on how to store produce and providing recipes on how
to use leftovers (FAO, 2013-b).

Aeon, a chain of Japanese supermarkets, sends its food waste to recycler Daiei Kankyo,
which turns the waste into compost, which in turn is used in Aeon-operated farms. Aeon stores
sell the crops and donate unsold rice to food banks (Aeon, 2015).
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Research Design
Mourad’s (2016) framework, although not focusing on supermarkets, proposes food waste
solutions in various sectors, including supermarkets. The researchers used Mourad’s framework
to determine the food waste management solutions supermarkets that the Philippines use.
The group selected four supermarkets from a list of the top supermarkets in the Philippines,
and interviewed face-to-face a senior executive from each company. The researchers also used
email and phone inquiries for follow-up questions. The interviews were done in 2017.
Makati Supermart
Company and interviewee profiles. Makati Supermart was founded in 1961 by Henry
Ng. Makati Supermarket Corporation is now headed by Henry’s son, Peter.
Josephine Co has been the store manager of Makati Supermart since 1989. She started at
the original Makati Supermart in Makati and continued to manage the supermarket when it moved
to Alabang in 1994.
Food waste management practices. For Makati Supermart, lack of product proximity
and the weather are key factors that lead to food wastage: “We can’t really avoid these things
especially when it rains in that province” (J. Co, personal communication, November 9, 2016).
Co cites as an example bananas sourced from Baguio (in Northern Luzon) that sometimes have
become black or rotten by the time they arrive at the store in Alabang, Metro Manila.
Makati Supermart does not have strong prevention measures. It chooses fruits that would
generate fewer complaints about ugly fruits and vegetables from their customers. Co (personal
communication, November 9, 2016) cites how some customers complain, and she does not want a
complaint to be sent to the DTI. Makati Supermart cannot also dictate the consumption patterns
of its customers.
Co (personal communication, November 9, 2016) believes that upper management
determines how much food to order and discusses how to reduce food waste. Any customer
inquiry about food waste is relayed to top management: “We don’t want complaints from
customers who would describe our supermarket with something like, ‘Look, all they have is
spoiled food’” (J. Co, personal communication, November 9, 2016).
As Co (personal communication, November 9, 2016) points out, managing food waste is a
big concern because customers point out ugly fruits and vegetables to them:
“We see to it that the delivery is in good condition. If we see that the fruit or
vegetable is yellowish, right then and there, we reject it. We don’t accept it
anymore. If we accept it, we will lose our customers.”
Makati Supermart has weak prevention measures.
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According to Co (personal communication, November 9, 2016), perishable goods that are
fit for consumption but are not aesthetically pleasing are: (a) disposed of; (b) returned to suppliers;
or (c) sold at discounted prices for final consumption or for conversion by its customers into other
food products such as banana ketchup.
Vegetables, as opposed to canned goods, spoil the fastest; their two main food waste
management solutions are to throw expired food away and to return food that is about to expire to
suppliers when possible (J. Co, personal communication, November 9, 2016).
According to Co (personal communication, November 9, 2016), imported goods are
sometimes held too long by the Bureau of Customs (BoC) that the products near expiration by the
time they arrive at the supermarket’s warehouse, so Makati Supermart talks to its suppliers about
selling these expiring products:
•
At a discount (e.g., 50% off or buy one expiring product, take one expiring
product); or
•
As part of a bundle with non-expiring items or even with items that are not
typically used together (e.g., Maggi Soy Sauce and Nestle All-Purpose
Cream). In the latter case, the supplier forgoes the functionality of these
products in favor of selling slow-moving products and pushing for higher
sales.
Selling these products at lower prices allows the supermarket to recover at least part of the
costs while bundling the items allows the supermarket to push sales of slower-moving items to
reduce the likelihood of food waste (J. Co, personal communication, November 9, 2016).
Makati Supermart has no food waste recovery measure. It does not give unsold but still
edible food away to organizations or people who need or want it (J. Co, personal communication,
November 9, 2016).
Makati Supermart does not recycle food waste. Rather, food that is about to expire,
whether fruits, vegetables, meat, seafood, dairy, or processed food, is pulled out five days before
the expiration or spoilage date and thrown in outside dumpsters, which are monitored because
management does not want to be held liable in any way if someone consumes any food within its
area of responsibility (J. Co, personal communication, November 9, 2016).
All of the actions of Makati Supermart in connection with food management does are
focused on ensuring high customer satisfaction and making money. Makati Supermart’s food
waste management solutions mostly aim to recover costs of food products, especially those that
are nearing expiration.
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Welcome Supermart
Company and interviewee profiles. Benito Cua Sun Sing founded Rotonda Grocery and
Cold Store in 1948 on E. Rodriguez Avenue, Quezon City (Chua, 2014). The grocery was renamed
Welcome Supermart in 1983 after the welcome arch that separates Manila from Quezon City. In
that same year, the supermarket added two branches in Novaliches and Valenzuela (J. Cua,
personal communication, February 10, 2017).
Steven Cua is the current owner, President, and Chief Executive Officer of Welcome
Supermart. He is also on his second term as President of the Philippine Amalgamated
Supermarkets Association (PAGASA), a role he assumed in 1999 after being PAGASA’s Vice
President for 11 years.
Juanito Cua, brother of Steven Cua, is a board member and former general manager of
Welcome Supermart. He handled the supermarket for about 20 years until Steven took over.
Food waste management practices. According to S. Cua (personal communication,
February 19, 2017), one problem or issue relating to food waste management is the different terms
that are used: “There are 40 types of terminologies: ‘used before,’ ‘best before,’ ‘consume before,’
‘expiration date,’ ‘expires on,’ etc.”
J. Cua (personal communication, February 10, 2017) considers food waste as Welcome
Supermart’s biggest problem because the supermarket absorbs the cost of these items, such as fish,
meat, and vegetables, which cannot be returned to suppliers. Fruits and vegetables result in the
most food waste, followed by meat and fish, then dairy; last are processed goods (J. Cua (personal
communication, February 10, 2017). Food waste is factored in when computing prices because
most of the time, food waste is inevitable (S. Cua, personal communication, February 19, 2017).
According to S. Cua (personal communication, February 19, 2017), pests cause food waste
and have caused him to change his business practices over the years: “Pests [are] a big problem.
Nobody wants to discuss that because it’s unsanitary, but that is a big problem also.”
Welcome Supermart does not have strong prevention solutions. It does not try to influence
production or consumption patterns.
However, it has several weak prevention solutions.
S. Cua (personal communication, February 19, 2017) views food waste as an “efficiency
problem” that grows only if a supermarket has many stock-keeping units (SKUs), resulting in the
need for more accurate monitoring from both the employees and the merchandisers hired by the
manufacturers.
Welcome Supermart has improved its processes for fragile goods by moving the warehouse
to the ground floor and installing a ramp and a conveyor belt to reduce breakage and to improve
overall handling (J. Cua, personal communication, February 10, 2017).
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The supermarket prioritizes products that come in durable packaging (e.g., foil packs vs.
glass bottles) to minimize food waste and loss (J. Cua, personal communication, February 10,
2017). It also negotiates to receive goods on consignment if these are new or relatively unknown
to consumers, such as China-made candies whose package labels cannot be read by the average
shopper (J. Cua, personal communication, February 10, 2017).
J. Cua (personal communication, February 10, 2017) says forecasting is very important
because items in the backroom of the warehouse are sometimes forgotten. Ordering varies per
food category, with fresh goods being ordered daily and processed goods being ordered based on
their reorder points (S. Cua, personal communication, February 19, 2017). Usually, when the
supermarket sells a product for the first time, only a small quantity is ordered; then, the employees
check how long it takes for the first batch to be sold and how much is sold in a week or in a certain
season (e.g., weekend, payday weekend), then forecast and determine the reorder point (J. Cua,
personal communication, February 10, 2017).
J. Cua (personal communication, February 10, 2017) explains that food waste occurs when
employees in the warehouse don’t properly monitor stocks. Welcome Supermart has about 23,000
SKUs, which are hard to keep track of; thus, food waste will always be present (S. Cua, personal
communication, February 19, 2017). When J. Cua was supermarket president, there was not much
food waste because he would actively monitor the stocks and talk to the category people – i.e.,
employees who deal with the suppliers and decide the pricing, margin, orders, and displays (J.
Cua, (personal communication, February 10, 2017).
As supermarket president, J. Cua (personal communication, February 10, 2017) would also
usually limit the stock of fruit and vegetables to avoid spoilage and the accompanying stench that
could spread throughout the supermarket premises.
Handling (managing the items from the manufacturer to the distributor to the wholesaler
or retailer) food items improperly also leads to food wastage (S. Cua, personal communication,
February 19, 2017).
Welcome Supermart’s food waste is usually in the form of “expired products, dented
products, unlabeled products, pest-infested items, products that have spoiled even before
expiration date, broken/cracked/mishandled items, loss due to shrinkage (i.e., water content has
diminished actual weight especially for fresh produce and frozen foodstuff), products halfbitten/finished by employees or customers, half-opened/-torn packaging” (S. Cua, personal
communication, February 19, 2017). S. Cua (personal communication, February 19, 2017) admits
though that it is “very difficult to measure actual food wastage.”
According to S. Cua (personal communication, February 19, 2017), manufacturers give
seminars and printouts to distributors on how to handle their products because they don’t want
their products to be wasted, and the distributors are usually held accountable by the manufacturer.
On their end, distributors try to reach their quotas by the end of the year: “They either take it and
sell it to someone cheaper, or tell you ‘sell it already [on a] buy one, take one [basis]’” (S. Cua,
personal communication, February 19, 2017).
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When faced with impending food waste, management immediately thinks of how to return
the products to the suppliers. “If not 100% [is recovered, recovering] 50% is better than just
throwing [the products] away. You try to maximize everything you can get from it.” (J. Cua,
personal communication, February 10, 2017)
Slow-moving items are bundled with faster-moving ones to “push sales of an item. One is
fast-moving, you need it; the other one is slow-moving” (S. Cua, personal communication,
February 19, 2017). S. Cua (personal communication, February 19, 2017) admits that the bundling
combinations may at times seem “weird,” but this is because the bundled products come from the
same manufacturer.
According to J. Cua (personal communication, February 10, 2017), bundling is usually
done with the help of suppliers. Describing bundling as a “win-win” situation for the seller and
consumer, J. Cua (personal communication, February 10, 2017) states that “the 2+1 is normally
given by the company, but the +1 [free item] is nearing expiration. That’s what they do to move
it out.”
Welcome Supermart has also set up a HORECA (Hotels, Restaurants, and Caterers) shelf,
from which customers, mainly food establishments, can buy near-expiring food products at
discounted prices.
Customers are informed through in-store audio announcements to check the expiration
dates; they are also advised by the employees that bundled or discounted items should be
consumed immediately (S. Cua, personal communication, February 19, 2017).
Some items nearing expiration are also sold on installment to supermarket employees at a
discount so that the supermarket can still make a profit (S. Cua, personal communication, February
19, 2017).
Welcome Supermart does not have recovery solutions. It does not redistribute food to
charities, other organizations, or people who need or want the food.
Welcome Supermart does not have recycling solutions. The most it does is sell food waste
to a buyer, who converts the food waste into compost and recover about 5% of the food cost (J.
Cua, personal communication, February 10, 2017).
The supermarket throws away expired dairy (J. Cua personal communication, February 10,
2017).
J. Cua (personal communication, February 10, 2017) mentioned “absorbing costs,”
“wastage,” and “food savings,” indications that management is concerned with the survival of the
business and prioritizes profit maximization.
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S. Cua (personal communication, February 19, 2017) asserts
Since business is an economic activity, obviously it has to survive because no matter
how friendly you are to your environment and to your community, if you close
down, then you can't be friendly anymore at all…Of course the priority is economic
[solutions]. What will we do [if] we're losing money because of wastage of this
item?
In other words, Welcome Supermart considers food waste as a hindrance to increasing
profit. They practice mostly weak prevention solutions that aim to push sales of certain products
or help bring food nearing expiration to customers who will use it immediately.
J. Cua also mentioned how technology can be used to combat food waste, citing the use of
radio frequency identification (RFID) in tracking expiration dates: “[There are] perhaps a few
[supermarkets] that [use RFID]. I attended this seminar before, with ICTSI, I think. They do
RFID warehousing for their companies. Let’s say they accommodate 30 to 40 principals, and then
all their goods are tagged. So they know which ones [are] about to expire, which ones will be first
in, first out.”
SM Supermarket
Company and interviewee profiles. SM Supermarket opened its first branch at the Ayala
Center in 1985 (SM Supermarket celebrates, 2010). The SM Retail Group has two segments: (a)
non-food, made up of THE SM STORE and specialty retail stores; and (b) food, made up of SM
Markets, WalterMart, and Alfamart (SM Investments Corporation, 2018).
SM Markets has three store formats:
•
•
•

SM Supermarkets, the original brand of the Food Retail Group, have a wide
array of food and non-food products and services inside SM malls;
SM Hypermarkets have the biggest store format, and operate inside SM
malls or as stand-alone stores; and
Savemore, the mid-format neighborhood supermarket, serves smaller
communities (SM Markets, 2018).

Liza San Juan started as a management trainee in 1992, then became an assistant store
manager, and is now operations manager of SM Supermarket Makati. Frances Corsiga started in
2009 as a marketing assistant at the SM Food Retail group, where she is now an Ad and Promo
Manager.
Food waste management practices. San Juan (personal communication, February 22,
2017) defines food waste as food that is not sold and gets rotten – usually, produce. At SM
Supermarket, fruit and vegetable trimmings make up most of their food waste. According to
Corsiga (personal communication, February 22, 2017), the supermarket removes the unwanted
parts of produce because Filipino customers complain quite a lot. L. San Juan (personal
communication, February 22, 2017) also states
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Yes, we also do [have food waste in SM Supermarket], but it’s more of the fats and
the skin. For fish, it’s more of the scales and the innards. Processed goods, in terms
of canned meat and packaging, if [they] reach expiration date [, then yes, they’re
food waste].
Both San Juan and Corsiga (personal communication, February 22, 2017) say all SM
Supermarket branches follow the same procedure in handling food waste. For example, canned
goods that are about to expire are “sent [back] to the supplier, so it’s mainly their disposal and not
ours” (F. Corsiga, personal communication, February 22, 2017).
SM Supermarket does not have strong prevention solutions as it determines what to order
based on what their customers buy, and not the other way around. Food waste is minimized using
SAP-enabled daily forecasting and thus, does not affect profit much (F. Corsiga, personal
communication, February 22, 2017). Order quantities are based on what is demanded by its
customers, and are adjusted when management predicts that demand will be high (e.g., during
typhoons and food shortages). Corsiga (personal communication, February 22, 2017) also says
that they push sales so that they can sell everything.
SM Supermarket has weak prevention solutions.
SM Supermarket ensures that the items they receive are of good quality to minimize food
waste (F. Corsiga, personal communication, February 22, 2017). RFIDs are used to track
inventory, specifically for cycle counts and price checking, but there are plans to include expiration
dates in the RFID data (L. San Juan, personal communication, February 22, 2017).
Corsiga (personal communication, February 22, 2017) says that they invest in refrigeration
and train merchandisers on how to properly store food.
When food is nearing expiration, SM asks its suppliers to do promotions (e.g., buy one,
take one) and coordinates with them about bundling near-expiring (e.g., in one to three months)
items (L. San Juan, personal communication, February 22, 2017).
For some fresh goods, SM informs its customers through a sign that says “consume within
the day” (L. San Juan, personal communication, February 22, 2017). Sometimes, fruits and
vegetables are already bundled when delivered to the supermarket, not because they are about to
rot, but because of an oversupply of the produce (L. San Juan, personal communication, February
22, 2017).
This way, SM Supermarket is able to maximize the shelf lives of the products it sells in
collaboration with its suppliers, who also track the shelf lives of their own products (F. Corsiga,
personal communication, February 22, 2017).
SM Supermarket does not have recovery solutions. It does not donate to food banks,
charities, or people who need or want expiring food.
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SM Supermarket does not recycle its food waste. Food items that will not be returned to
suppliers but can still be used for other purposes such as animal feed are separated from items that
have no more benefit; both are brought to the supermarket’s material recovery facility, and then
collected by a hauler, who ultimately decides how to use the waste (L. San Juan, personal
communication, February 22, 2017).
Based on the above information, SM Supermarket aims to maximize its profit because, as
Corsiga (personal communication, February 22, 2017) puts it, “We’re a business.”
Corsiga (personal communication, February 22, 2017) notes that government support,
which is non-existent, could improve food waste management on a national level.
Rustan’s Supermarket
Company and interviewee profiles. In 1998, spouses Bienvenido Tantoco Sr. and
Gliceria Rustia Tantoco founded Rustan Supercenters, Inc. (RSCI), which manages and operates
Rustan’s Supermarkets, Shopwise Hypermarts, and Wellcome convenience stores (Shopwise,
2015). RSCI is now owned by Robinsons Retail Holdings, Inc. (Dumlao-Abadilla, 2018).
Edgar Fernandez has been with RSCI since 2000 and is Assistant Vice President for Fresh
Merchandising of RSCI. He is also a director of the Food Retail Sector for the Cold Chain
Association of the Philippines (About CCAP, 2019).
Jess Linga began her career at Shopwise in 2004 as a salesclerk, and worked her way up to
store manager of Rustan’s Supermarket Makati in 2014.
Food waste management practices. Fernandez (personal communication, February 22,
2017) says that the food category with the shortest shelf lives and therefore the most prone to waste
is fruits and vegetables, especially cabbage and lettuce, which last in the supermarket only for a
day. This is followed by fresh meat and seafood, then dairy products, and finally, canned goods
(E. Fernandez, personal communication, February 22, 2017). Some dairy products such as yogurt
are processed to last for 14 to 30 days, thus giving the supermarket more elbow room to sell the
products before they expire (E. Fernandez, personal communication, February 22, 2017).
Rustan’s Supermarket has no strong prevention solution for fear of losing sales. It has no
concrete goal of tackling food waste head on; rather, it prefers to push and increase sales to lower
the percentage of food waste to food sold (E. Fernandez, personal communication, February 22,
2017). It does not seek to change the consumption patterns and fluctuations of purchases of
customers, which Fernandez (personal communication, February 22, 2017) thinks the supermarket
cannot control:
“The moment you think about food waste, that’s the moment you control your
orders, the moment you will control your sales, and the tendency of your food waste
is to increase in terms of ratio/percentage. So our training and our programs [for
our] store operations [are] not to think about food waste. Think about growing sales
[instead]”.
480 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Fernandez (personal communication, February 22, 2017) believes that food waste is
unavoidable in supermarkets, so rather than trying to eliminate it, the company should focus on
reducing it. And driving business growth is the best way to reduce food waste because when
supermarket sales increase, the proportion of food waste decreases (E. Fernandez, personal
communication, February 22, 2017).
Rustan’s Supermarket has weak prevention solutions.
The supermarket has an automated standardized system between branches for restocking
dry food items; in contrast, each branch forecasts the volume of sales for fresh produce to gauge
how much produce should be ordered for the store (E. Fernandez, personal communication,
February 22, 2017).
Food products are labeled with the expiration or best-consumed-before dates, but the
supermarket does not actively remind customers of these dates (E. Fernandez, personal
communication, February 22, 2017).
The supermarket bundles items products to offer customers more value, increase sales, and
increase the chances of food being consumed before it expires; however, it does this without
consulting its suppliers, resulting in product bundles that may be complementary but not
necessarily coming from the same supplier (E. Fernandez, personal communication, February 22,
2017).
The supermarket also does progressive markdowns for some items; for example, dairy
products that have a one-month shelf life and that are two weeks or one week away from expiring
can be marked down by 20 to 50 percent (E. Fernandez, personal communication, February 22,
2017).
Rustan’s Supermarket does not have recovery solutions. It does not redistribute food that
is about to expire for human consumption.
Rustan’s Supermarket used to be affiliated with a charitable organization for children from
the province of Rizal, but due to issues of food safety and the non-compromise of food products
nearing or past the best-consumed-before period, it no longer partners with that organization or
with any other organization (E. Fernandez, personal communication, February 22, 2017).
Rustan’s Supermarket has one recycling solution: it uses unsold coffee beans as fertilizer
and compost because coffee is rich in nitrogen, a crucial nutrient for plants (E. Fernandez, personal
communication, February 22, 2017).
Some dry food items that are about a month away from expiration are returned to the
vendors while expired food is disposed of and doused with diesel or soapy water to ensure that it
will not be consumed by scavengers and to avoid legal liabilities (J. Linga, personal
communication, February 22, 2017). The food is then hauled off by garbage disposal trucks to
municipal dumpsites. (J. Linga, personal communication, February 22, 2017).
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Conclusion
The results from this study of the four supermarkets may be indicative of the practices of
the other supermarkets in the Philippines.
In line with Mourad’s (2016) observation, the terminology and understanding of food
waste was an issue for some supermarkets. For example, S. Cua (personal communication,
February 19, 2017) rues how “there are 40 types of terminologies, say, ‘used before,’ ‘best before,’
‘consume before,’ ‘expiration date,’ ‘expires on,’ etc.” However, all of the supermarkets said that
food waste is inevitable in their industry.
Supermarkets in the Philippines do not have strong prevention solutions to address food
surplus because they are afraid to lose sales. They do not advocate decreasing excess food
production or changing the consumption patterns of consumers. In fact, they base their food orders
on their consumers’ consumption patterns and on seasonal events because they want to increase
their sales. Their practice supports Mourad’s (2016) observation that among the four solutions,
strong prevention was “the least promoted solution and only appears in marginal social movements
or in individual conversations as a non-official disclosure” (Mourad, 2016).
In stark contrast, supermarkets in the Philippines resort to weak prevention solutions
because of the economic benefits (higher sales and cost recovery) they reap from these.
Supermarkets in the Philippines prioritize profits. They see this as a means of survival, without
which they would not be able to serve their customers.
The weak prevention solutions include: (a) improving processes and technology to
maximize efficiency (e.g., forecasting, warehouse layout, RFIDs); (b) bundling near-expiring
items with fast-moving items; and (c) selling near-expiring items at discounted prices to retail
customers, small eateries, and employees.
However, these practices do not fundamentally change the supermarkets’ business models.
Supermarkets in the Philippines do not have recovery solutions to address food surplus.
Three of the supermarkets mentioned that they do not want to give out food because they want to
avoid any liability that could arise from possible food poisoning.
Except for Rustan’s Supermarket, which recycles its expired coffee beans into fertilizer,
supermarkets in the Philippines do not recycle food waste. Other solutions that the supermarkets
resort to are returning the goods to their suppliers, who assume the responsibility of disposing of
the food that is about to expire, and handing off their food waste to haulers, who determine what
to do with the waste.
Mourad’s (2016) study shows how the French government intervened in managing food
waste. In the Philippines, the supermarkets comply with the government’s trade and industry
regulations, none of which has to do with food waste management. Hence, the supermarkets come
up with their own solutions.
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Having a food waste management system similar to that of France would help in making a
sustainable food supply for the exponentially growing Philippine population. SM Supermarket
believes the introduction of a law on food waste management would be a big help on the national
level while Welcome Supermart would like more government offices to be proactive in finding
more food waste solutions.
Recommendations
Two of the four cases that the interviewed belong to the top Philippine supermarkets, which
have many branches nationwide. All interviews were done in Metro Manila. Other researchers
can study stores in the rest of Luzon and in the Visayas and Mindanao to validate the statements
of the two supermarkets that food waste management practices are standard for all their Philippinebased branches.
The researchers also recommend that manufacturers, distributors, and merchandisers be
included in future studies to find out what happens after supermarkets return near-expiring food
items to them. Details regarding the collaboration among distributors, manufacturers, and
merchandisers in reducing food waste can be identified. Moreover, interviewing food-waste
haulers of supermarkets would also be useful.
The researchers also encourage research on how on food waste management practices in
supermarkets can be improved. Lastly, the researchers recommend that government officials be
interviewed about plans for food waste management in supermarkets.
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Abstract
This paper explored how and to what extent sustainability enterprises practice and integrate
sustainable consumption and production (SCP) in their business, as measured through a
synthesized criteria from Aure, Mia, and Daradar (2018), and Willard (2012). Through the use of
multiple case study analyses, this paper focused on small to medium sustainability enterprises
(SMEs) that are based in the Philippines, namely Albero, Jacinto & Lirio, and Stuff by Serena, that
have expressed, via their vision and mission statements, their aim for sustainability. The
synthesized criteria from existing literatures of Aure et al. (2018) and Willard (2012) were used to
further explore and assess to what degree aspects of SCP do the enterprises fulfill, as well as any
underlying factors or trends on why or why not enterprises have succeeded in achieving some
aspects of SCP. In addition, the researchers adopted the external variables from past studies by
Kushwaha and Kumar Sharma (2017) to measure the motivation behind these entrepreneurs as a
descriptive factor for their application of sustainability into their businesses. Findings showed that
none of the enterprises were able to fulfill all the elements in the synthesized criteria, but one is
working towards the total fulfilment of such. Each combined criterion was categorized according
to feasibility, based on controllability and commononality, which SMEs which can further used as
sustainability building blocks. Moreover, three out of the four variables adopted from Kushwaha
and Kumar Sharma (2017) are considered strong influencing factors in entrepreneurs’ shift towards
sustainability and adopting SCP behaviors. Further research should be done to test this study’s
framework towards other sustainability enterprises in order to improve and better understand the
theories and practices of enterprises in pursuing SCP.
Key Words: Sustainability Enterprises, Sustainability Entrepreneurship, Sustainable Consumption
and Production, Triple Bottom-line, Sustainable Borrow-Use-Return Business Model, 12 Criteria
for Assessing Achievement of SCP, External Factors of Motivation, Sustainability, Strategy,
Closed-loop Production System
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Introduction
Sustainability is a major concern today (Ülkü & Hsuan, 2017). Sustainable Consumption
and Production (SCP) aims at “doing more and better with less,” such as improving economic
activities by using fewer resources or reducing wastes and pollution, but improving the quality of
life. Being a long-term process to change unsustainable practices, implementing SCP would need
multi-stakeholder initiatives (Bauer et al., 2018). However, due to its cross-cutting and systemic
nature, full integration of SCP remains to be a challenge.
The problem lies within the operationalization of SCP, as it does not have common or
standardized measurement in order to assess its achievement (Aure, Mia & Daradar, 2018).
Furthermore, measures of SCP still lack exploration on the underlying factors or possible trends
on why enterprises have succeeded in achieving some aspects of SCP, yet are still trying to achieve
other aspects.
For the purpose of this paper, the researchers developed a synthesized criteria from existing
literatures of Aure et al. (2018) and Willard (2012) in order to answer the following research
questions. (1) How do the selected sustainability enterprises integrate the triple bottom-line into
their processes? How does their practice of SCP aspects reflect this? (1A) How do the selected
sustainability enterprises practice SCP? What aspects of SCP do they accomplish and what factors
induce this? (1B) What aspects of SCP remain unaccomplished by sustainability enterprises? What
inhibits the pursuance of these aspects? (2) How does SCP affect businesses' overall marketing
strategy, positioning, and purpose? (3) Why do entrepreneurs adopt the concept of SCP into the
core of their business and how effective is its integration and entrepreneurial implementation in a
developing country with an emerging market such as the Philippines?
To aid the researchers in conducting the multiple case study analyses, the propositions of
this research are the following: (1) The sustainability enterprises do not fully meet each of the
synthesized criteria from Aure et al. (2018) and Willard (2012) into their business practices,
hindering them from fully integrating SCP. (2) There is proof that the sustainability enterprises
meet each of the synthesized criteria from Aure et al. (2018) and Willard (2012) allowing them to
integrate SCP into their business practices.
Review of Related Literature
Defining Sustainability Entrepreneurship
There has been a recent influx of attention on sustainable development, with most studies
linked to sustainable entrepreneurship (SE) (Jolink & Niesten, 2015). Koe and Majid (2014) noted
that this surfaced as a significant area of study in entrepreneurship. Since the conception of
sustainable development, there has been an emphasis on the practical need for more sustainable
production systems (Pogutz & Micale, 2011). However, various researchers have used the term
“environmental/green entrepreneurship” in place of “sustainable entrepreneurship.” The
researchers want to address the topic of SE, specifically, SCP.
SE and SCP are rooted on sustainable development (Pogutz & Micale, 2011), where SE is
a concept in literatures which surfaced to relate both sustainable development and entrepreneurship
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literature (RaudeliÅ, TvaronaviÄ ienÄ, Dzemyda, & Sepehri, 2014). SCP is coined from the
conception of sustainable development and is under the umbrella term of SE (Parra, 2013).
Furthermore, the words “sustainable” and “sustainability” have been used interchangeably.
However, according to the study of Alonday, Aure, Kang and Mapue (2013), there are clear
definitions. While the word “sustainable” is understood as a business’s capability of long-term
operations, “sustainability” is pertinent in society and how it revolves in its different social,
economic, and cultural aspects. Sustainability enterprises, therefore, are rooted on the triple
bottom-line (3BL).
Significance of Triple Bottom-line
The 3BL is a standard for corporate sustainability, in which businesses determine their
accomplishments through their corporate social responsibility (CSR) (Santiago, 2013). However,
SE does not only involve CSR, but also on development programs being integrated into their
business model, thus the 3BL as integral to the core of the enterprise and its operations. Since the
concept of SCP involves both supply and demand chains and how it influences the 3BL, it is then
important to evaluate its different aspects appropriately (Aure et al., 2018).
However, criteria for measurement of SCP varies across different literatures. For this study,
synthesized criteria for assessing the success or failure on the achievement of SCP aspects will be
used as adopted by Aure et al. (2018) in Table 1.
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Table 1
12 Criteria For Assessing Achievement Of SCP
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As companies progress toward being more sustainable enterprise, Willard’s (2012)
Sustainability-Borrow-Use-Return Business Model acts as its criteria. The criteria is overlaid in a
3-nested-dependencies model of a sustainable society which is the 3BL.
Table 2
Sustainable Borrow-Use-Return Business Model

Significance of External Pressures on Entrepreneur Sustainability Application
As the business environment shifts to a greener orientation, there is an ongoing quest to
search for the influencing factors on why entrepreneurs pursue SE. In the study of Kushwaha and
Kumar Sharma (2017), they have found that green marketing factors (GMF), changing consumer
behavior (CCB), and favorable market conditions (FMC) are influencing factors to this pursuit,
while eco-friendly people (EFP) is not a direct influencing factor. Through the use of pre-existing
literature on the topic, a hypothesized link on all the key variables was established to understand
the influencing factors as seen in Figure 1:
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Figure 1. Hypothesized influencing factors for sustainable entrepreneurship
Note. From “Factors Influencing Young Entrepreneurial Aspirant’s Insight Towards Sustainable
Entrepreneurship.” by Kushwaha and Kumar Sharma (2017)
As SE and SCP concepts being fairly new, there is still much room to explore this field of
study. While Kushwaha and Kumar Sharma (2017) addressed the variables that influence the shift
to sustainability entrepreneurship, current literature has not addressed how external pressures
strengthen SCP behavior (Dubey, Gunasekaran, Childe, Papadopoulos, Wamba, & Song, 2016).
Similarly, there are no common or standardized measures for SCP to assess its achievement (Aure
et al., 2018). The researchers seek to address these gaps by creating a synthesized criteria
synthesized from Aure et al. (2018) and Willard (2012) based on the 3BL to further explore and
assess SCP achievement, as well as any underlying factors or trends to its achievement.
Past studies on sustainable business practices have predominantly centered on large
enterprises while little attention to small and medium-sized enterprises (SMEs) despite its
cumulative environmental and social impacts on sustainability (Alayón et al., 2017). The
researchers seek to address this by having sustainability entrepreneurs from SMEs as the focus of
this case study.
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Research Framework
Conceptual Framework
This study focuses on how and to what extent sustainability enterprises practice SCP,
measured through the use of the criteria as developed by Aure et al. (2018) and Willard (2012).
The researchers have synthesized the criteria from Aure et al. (2018) and Willard (2012) wherein
both sets of related criteria are segmented to the corresponding 3BL, as shown in Figure 2.

Figure 2. Conceptual Framework: Synthesized Criteria
Adopted From Aure et al. (2018) and Willard (2012)
Operational Framework
This study utilized the conceptual framework used in Figure 2, a synthesized criteria
adopted from Aure et al.’s (2018) 12 criteria for assessing achievement of SCP and Willard’s
(2012) Sustainable Borrow-Use-Return Business Model. Since GMF, CCB towards green
products, FMC, and EFP have a presumed influence on sustainable entrepreneurs, the researchers
adopted the variables from past studies by Kushwaha and Kumar Sharma (2017) in order to
measure the motivation behind these entrepreneurs as a descriptive factor for their application of
sustainability into their businesses. Thus, Table 3 expounds the data requirements of this study,
and the propositions of this study will be tested through the case study method by examining the
following: (1) company background and information, (2) case study participants, and (3) the
evidence using the synthesized criteria from Aure et al. (2018) and Willard (2012).
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Table 3
Summary Table Of Data Requirements

Methodology
Research Design
The researchers chose a qualitative approach to this study due to the holistic, humanistic,
and interpretative nature of the approach to depict the causality of the variables through multiple
methods of inquiry (Marshall & Rossman, 2014). The appreciation for the complexity in the
interactions would enable the researchers to delve deeper into the variables and focus on exploring
the practical, human experiences of motivations, perceptions, and influences to undertake SE.
According to Yin (1984), case research is useful in addressing research which has
explanatory questions such as “how” and “why” questions. With SCP being a contemporary
concept and the framework to be researched upon are external variables that cannot be manipulated,
the researchers have found that a case study would be the most suitable in exploring the topic,
focusing on select sustainability enterprises that comply with the data requirements. To further
distinguish the case study design, the researchers will use an embedded multiple case study as it
showcases nuances of the attitudes and behaviors of the individuals to be used as data alongside
interpretation of the operational success. Consequently, this approach was found to be more
suitable to assess similar and contrasting results, and delve into a deeper understanding and
appreciation for each case.
Respondents of the Study
The sustainability enterprises chosen for the study will be based on the enterprise’s mission
and vision statements aiming towards sustainability. Each chosen sustainability enterprise will
have at least two respondents––a community development officer which may or may not be the
owner itself, and a consumer of said sustainability enterprise.
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Research Instruments
In line with the qualitative research approach, the researchers will be adopting inductive
reasoning, wherein predictions on circumstances are based on previous knowledge and are
necessarily probabilistic (Hayes, Heit & Swendsen, 2010). The researchers will be conducting
interviews on the complex decision behind becoming an entrepreneur, allowing for “full expression
of the interrelationships between the many variables that can impact on one person’s ultimate
decision to start a business” (Stevenson, 1990, p. 442). Additionally, information from secondary
sources such as media reports, company, and promotional material was gathered to supplement the
interviews. While the researchers make no claim that these select cases are generalizable as stated
in the limitations, it is more than adequate for the purposes of moving forward the dialogue and
theory on SCP in sustainablility enterprises.
Data Results and Analysis
Albero
Company Profile
Albero is a local furniture manufacturer and retailer in the Philippines started in 2017 that
creates furniture and statement pieces to breathe life into spaces (Albero, 2019-a), envisioning to
provide sustainable furniture and decorations that promote a greener lifestyle, functionality, and
healthier living conditions for homeowners.
Albero was classified as a sustainability enterprise due to its emphasis on the 3BL
throughout its business, as prescribed by Aure et al.’s definition (2018). Albero’s aim for
sustainability can be evidenced through their business model. They tackle the economic objective
by manufacturing and retailing furniture and statement pieces that are of high-quality and
durability; for the environmental objective, Albero upcycles waste from their parent company, Las
Palmas, as a resource to create small furniture or statement pieces; and for the social objective,
they sponsor graduating students from the City College of Angeles, one of which is the son of one
of their laborers.
Interviewee Profile
Ms. Isabel Lim, a graduate of Bachelor of Science, Major in Management from Ateneo de
Manila University (AdMU) and is one of the founders of Albero together with Lance Tan, and
created the company as part of their undergraduate thesis (I. Lim, personal communication, June
30, 2019).
Jacinto & Lirio
Company Profile
Jacinto & Lirio, meaning “Hyacinth” and “Lily”, is a social enterprise that creates multifunctional plant leather goods that are sustainably made from water hyacinths (Jacinto & Lirio.
2019-a). Water hyacinths reproduce at exponential rates, thus are known to be the most damaging
aquatic plant worldwide.
Jacinto & Lirio is rooted on the 3BL, where development programs are integrated into their
business model. Firstly, they tackle the economic objective by their manufacturing and retailing of
plant leather lifestyle goods. Because the material used in the goods are made of water hyacinth,
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a plant normally considered as water pollutants, they also fulfill the environmental objective. In
partnering with communities who are affected by the water hyacinth infestation and providing them
with livelihood and access to training, they addresses the social objective as well.
Interviewee Profile
Ms. Anne Mariposa - Yee, is a graduate of AdMU and is the CEO of Jacinto & Lirio. She
was previously the creative director of the company, previously known as Jacinto & Lirio
Enterprises, when she was still pursuing it as an undergraduate thesis along with her five thesis
mates (A. Yee, personal communication, February 26, 2019).
Stuff by Serena
Company Profile
Stuff by Serena is committed to provide beauty and body essentials that are earth-friendly,
locally and sustainably sourced. They take pride in their products that are 100% natural, oceansafe, and biodegradable made with edible ingredients.
Stuff by Serena’s actions manifest their being a sustainability enterprise in the fulfillment
of the 3BL. For the economic objective, they manufacture and retail a wide range of travel and
beauty essentials to the local market; for the environmental objective, they create products that use
recycled, biodegradable, and ocean-safe materials; and for the social objective, they source all raw
materials locally while employing fair trade practices.
Interviewee Profile
Ann Bernadette Portillo is a graduate of Bachelor of Arts, Major in Communication from
AdMU and the founder of Stuff by Serena (A. Portillo, personal communication, April 11, 2019).
Cross-Case Analysis
Application of the Analysis of External Pressures on Entrepreneur Sustainability Application
In the study of Kushwaha and Kumar Sharma (2017), they have found that GMF, CCB,
and FMC are direct influencing factors that affect the pursuit of entrepreneurs towards
sustainability, while EFP is not a direct influencing factor. To validate how entrepreneurs are
motivated by external factors into applying sustainability to their enterprises and evaluate any
trends that strengthen their pursuit, the researchers measured the four factors as developed by
Kushawaha and Kumar Sharma (2017) across the case studies.
EFP were found to play a role in pursuing SE, but it is not a main factor (Kushwaha &
Kumar Sharma, 2017). The researchers have discovered that Albero’s co-founder does not
consider herself to be an EFP, but was influenced by her enterprise to be more environmentally
conscious; while their customer also does not consider himself to be an EFP, and purchases not
because of its sustainability. Contrary to the case of Albero, the founders of Jacinto & Lirio and
Stuff by Serena consider themselves to be EFP and try to cut down their own consumption and
their environmental footprint. Majority of customers of both enterprises consider themselves to be
an EFP, and purchase due to its environmental sustainability. Thus, it is clear that even with the
founders identifying themselves as EFP, it does not indicate that a sustainability business will be
pursued nor how strongly SCP is implemented into the business. Further, the rising presence of
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consumers that patronize sustainable products is not necessarily a driving factor in pursuing
sustainability businesses for entrepreneurs, nor is sustainability the main purchase intention.
GMF was found to be a strong external pressure in the adoption of SCP into the
sustainability enterprises. In all three cases, the enterprises practice green initiatives and
communicate this in their marketing. Albero promotes their sustainability through informing their
consumers about how their products are sustainably made; in return, people purchase because of
their transparency in production. Jacinto & Lirio informs customers on their upcycling of waste
and community livelihood programs; consequently, their customers continue to because of their
environmental sustainability, transparency in production, and livelihood programs. Stuff by Serena
markets her products as fairly-traded, organic, and biodegradable, among others; thus, her
customers continue to patronize her brand because of its environmental sustainability. Of the
participants, most understand that eco-products help the environment and it entails necessary costs,
whether financial or otherwise, but there are a considerable number of their consumers who are not
aware of eco-labeling. Despite this, the case studies show how effective GMF is across all
enterprises, as it encourages green purchase behavior and is then a strong influencing factor in
strengthening SCP behavior and also affects the success of a sustainability enterprise.
CCB is visible in all the case studies, where they receive more support and purchases from
the market because of their sustainable practices, despite higher-priced products. In the case of
Albero, Ms. Lim acknowledges how their customers are more environmentally conscious, as they
receive generous support and increasing purchases whenever they share their sustainable practices
in sustainability fairs or furniture exhibits, with many also choosing to forego packaging. For
Jacinto & Lirio, many of their customers consider themselves to be environmentalists, pro-Filipino
made, and advocate socially-relevant brands; thus are willing to buy higher-priced products if these
are eco-friendly. Similarly, Stuff by Serena’s customers are also mostly environmentally conscious
and are willing to pay more for eco-friendly products. In the consumer survey, participants for all
enterprises admitted that their preferences have changed over time to be more sustainable, and they
invest in eco-friendly products even if it is more expensive. As consumers’ purchasing behavior
change to be more sustainable, there is greater demand for sustainability enterprises, thus
strengthening SCP behavior. The case studies prove that CCB is not only a strong influencing
factor in strengthening SCP behavior, but is also a strong influencing factor to the pursuit and
success of SE.
FMC play a huge role in influencing sustainable entrepreneurs because structural, social,
economic and institutional factors impact them to invest in sustainability-related businesses
(Kushwaha & Kumar Sharma, 2017). For Albero, they saw the opportunity to create products out
of Las Palmas’ failure to address their own waste, which opened new job opportunities, customers,
and markets that can increase the demand for green products and services. In the case of Jacinto
& Lirio, Ms. Yee mentioned that the Department of Trade and Industry (DTI) was tackling the
local water hyacinth problem, and saw an avenue to start a company that will help solve this. The
case studies prove that FMC is a strong influencing factor in strengthening SCP behavior, and to
the pursuit and success of sustainability entrepreneurship.
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Application of Synthesized Criteria
Table 4
Cross-case Table on Sustainable Practices based on the Synthesized Criteria

The researchers have found that certain combined criteria have been fully satisfied across
all case studies. Across all the different case studies, criteria combined with Willard’s Sustainable
Borrow-Use-Return Model from 2012 that were usually satisfied included Investment in Natural
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Capital and Responsible Consumption. This indicated that sustainability enterprises found
measures easier to adopt when these are related to their commitment to look after the environment
and society, and providing product awareness for consumers to make more informed purchase
decisions. On the other hand, criteria combined with Aure et al.’s 12 Criteria For Assessing
Achievement of SCP from 2018 that were usually satisfied included measures such as SocioEfficiency, Social Responsibility, and Futurity. The accomplishment of these factors indicated that
sustainability enterprises tend to satisfy SCP through social impact or value added to communities,
taking accountability of their business’ direct and indirect activities to the present generation by
complying with laws and ethical behavior, and sustaining social well-being of future generations.
Criteria that have not been met or only partially met tend to be due to an enterprise’s use of
a depletive natural resource as their main raw material, with no alternatives. This is evidenced in
the cases of Albero, which uses wood for their furniture, and Jacinto & Lirio, which uses water
hyacinths for all their products. Furthermore, unmet criteria is also because of the lack in
institutionalizing an integrated closed-loop production system. It is difficult to completely take
back all restorable waste generated by an enterprise for reuse into the production system, though
Stuff by Serena works towards that goal. Evidently, there is a lack in proper institutionalization of
waste recollection and restoration to fulfill a closed-loop production system. The main concerns
in fully satisfying the combined criteria are rooted in proper management of waste and depletive
resources.
Using the findings from the cross-case analysis, the researchers were able to evaluate the
feasibility of the synthesized criteria applied to the enterprise through delineating each criterion as
common or uncommon across the case studies, and internally controllable or uncontrollable factors
for the enterprise. This is depicted in the figure below:
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Figure 3. Cross-case Feasibility Grid
In analyzing the feasibility, the researchers have found that the synthesized criteria depicts
trends that indicate measures of gradated feasibility through its commonality of fulfillment or nonfulfillment, as shown in Figure 4.

Figure 4. Sustainability Building Blocks for Sustainability Enterprises
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The criteria was evaluated if it can be initiated internally or within reach through the
sustainability enterprise’s own means, indicating it is a controllable factor, or if it requires external
agents, indicating it is an uncontrollable factor. The trend for common and uncommon factors lie
on the frequency of the sustainability enterprises in satisfying or not satisfying each combined
criterion on the synthesized framework. Criteria that are controllable-common and controllableuncommon are regarded as sustainability measures that are relatively easier to achieve by
enterprises, whereas uncontrollable-common and uncontrollable-uncommon are relatively more
difficult to achieve, respectively.
As seen in the figure above, controllable-common factors found in the cross-case analysis
are regarded as sustainability measures easiest to adopt by the enterprise, as these are both a trend
across the cases and is internally achieved. Criteria founded mainly on the economic and mostly
on the environmental dimensions of the 3BL are of greater feasibility to the enterprises, as these
are essentially grounded upon the maximization of the enterprise’s internal resources.
The controllable-uncommon factors are those that are within the internal capacity of the
sustainability enterprises for full achievement, yet the results of fulfillment across the case studies
vary greatly and may be at opposing extremes. Though the achievement of the factors may be
within the sphere of the sustainability enterprise, the results may vary greatly depending on the
enterprise’s internal initiative to fulfill the sustainability measure, as well as the internal resources
to support the initiatives.
The uncontrollable-common factors are affected by the sustainability enterprises’
achievement and compliance with external agents and are visible in its trends across all case
studies. Criteria that comprise uncontrollable-common factors fall under the social dimension of
the 3BL for full achievement, and the environmental dimension for partial fulfillment across the
cases. These factors are commonly fully achieved despite being externally dependent, as social
responsibility merely requires ethical and law compliance; on the other hand, ecological redesign
is heavily reliant on both internal capability and institutionalized recollection and restoration of the
business’ wastes, thus requiring the aid of key stakeholders.
Uncontrollable-uncommon factors are regarded as the most difficult to achieve as external
agents play an important role in the satisfaction of the combined criterion, and there is no definite
trend amongst the case studies. The criteria listed under uncontrollable-uncommon factors mostly
fall under the environmental dimension of the 3BL where the factors of Ecological Redesign and
Eco-Effectiveness are found to be difficult to fully achieve by sustainability enterprises as it
requires the external and institutionalized recollection and restoration of wastes, as well as
provision of customer solutions, where both factors require aid from the sustainability enterprise’s
key partners and customers. As such, achievement across the cases also vary.
Conclusion and Recommendation
Through the cross-case analyses, findings show that none of the sustainability enterprises
have fully met all the elements in the synthesized criterion into their business practices, hindering
them from fully integrating SCP. However, one of the sustainability enterprises is working towards
the total fulfilment of such.
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The researchers discovered that the sustainability enterprises found various measures easier
to adopt when it is in relation to looking after the environment, aiding consumers in making
informed purchase decisions, their social impact to communities, compliance with laws and ethical
behavior, and sustaining social well-being of future generations. However, there are some aspects
in SCP that remain unaccomplished, with the main inhibitor ultimately tied to proper and
institutionalized management of waste, and the use of depletive sources. In order to become a true
sustainability enterprise, the researchers suggest that the sustainability enterprises implement a
proper closed-loop production system through institutionalizing its recollection and restoration of
its wastes, integrate and expand social programs, and look for additional sustainable resources apart
from one depletive source.
In a developing country like the Philippines, adopting SCP into the core of the business
would aid enterprises in offering goods and services that help people and the environment, while
simultaneously minimizing waste and pollutants and ensuring that future generations will not
suffer. As sustainability enterprises become more aware of SCP and how there are underlying
measures in their pursuit to sustainability, they may be able to move towards its full integration
and use the Sustainability Building Blocks (Figure 4) as a guide for its strategic roadmap towards
greater sustainability as it indicates measures that are relatively easier to adopt by enterprises,
proven by the cross-case study, and may also be referenced as a framework for aspiring
sustainability enterprises and SMEs. This way, they may be able to better meet the needs of their
consumers without jeopardizing the needs of future generations.
It can be concluded that in the four factors by Kushwaha and Kumar Sharma (2017) is that
the three, namely, GMF, CCB, and FMC, are considered important by entrepreneurs as they shift
towards SE and adopting SCP behaviors. These external pressures are then factors that strengthen
the enterprises’ adoption of SCP into their business and even their pursuit of their corresponding
businesses. Therefore, this framework provided by Kushwaha and Kumar Sharma holds true for
this research paper based in the Philippines.
Future Research
The researchers recommend the next set of researchers to conduct a similar study,
preferably through an immersion of the business and its operation, on the same enterprises - namely
Albero, Jacinto & Lirio, and Stuff by Serena - to assess whether the sustainability entrepreneurs
are able to continue practicing sustainability and move towards further integrating SCP in their
respective enterprises. This would also evaluate if these sustainability enterprises would fully
satisfy the synthesized criteria by Aure et al. (2018) and Willard (2012) in the future and verify the
current information the sustainability entrepreneurs have provided in this case study.
The next set of researchers can also focus on improving the current set of interview and
survey questionnaires or crafting a standardized research instrument to enable uniform comparison
across sustainability entrepreneurship research studies.
Moreover, given the standardized interview and survey questionnaires, the researchers
recommend the next set of researchers to conduct a similar case study to more than three
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sustainability enterprises, categorized more specifically to the years of operation, mission and
vision, and products or services it offers among others. The duration of the study can also be
increased, as well as the scope of study can be expanded outside of Greater Manila. This would
allow further evaluation of all the elements present in the sustainability enterprises, as well as the
integration of SCP.
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Abstract
This is a case study of Suyac Island which is a marine protected community in Negros
Occidental. It presents the social, economic, and environmental impacts of the shift in the
production and consumption of resources from a highly dependent fishing economy that follows
the “take-make-use-dispose” regime to a more circular management of resources that is
ecotourism. The study used mixed method to measure and describe the impacts as well as identify
endogenous resource management practices. Results revealed that ecotourism on the island
improved living conditions through provision of alternative means of livelihood and
entrepreneurial opportunities for both men and women. There is also a perceived higher
participation, involvement, and volunteerism in the community. Likewise, there are notable
actions toward environmental conservation and protection of marine resources. Analysis of the
impacts provide support to a circular management of resources, particularly in this case, the marine
protected resources. The study underlines the applicability of circular management of marine
protected resources and the endogenous practices that necessitated the transition.
Key Words: Circular Management of Resources, Circular Economy, Consumption, Production,
Marine Protected Area (MPA), Marine Protected Resources, and Ecotourism

Introduction
Suyac is a small island of 1.8 hectares with about 800 residents and 137 households. It is
part of the Sagay Protected Landscape / Seascape (SPLS) in Sagay City in Negros Occidental.
Sagay City is naturally blessed with a highly diverse and productive marine ecosystem that includes
reefs, mangroves, and seagrass beds. In the late 1970s, then municipal mayor initiated action for
the conservation and management of the dying coral reefs because of illegal fishing in the area.
The project was initiated with the help and technical expertise of Siliman University Marine
Laboratory. These and other activities led to the establishment of marine sanctuaries, and
eventually, the declaration of the Sagay Protected Landscape/Seascape (DENR,2015).
In 2001, the Sagay Marine Law was passed to establish protected areas to include Suyac
Island. A mangrove eco-park was established and is being managed by the Suyac Island
Ecotourism Association (SIETAS) in partnership with the Barangay Council of Taba-ao. This
mangrove eco-park features century old mangrove tree species (home of the biggest Pagatpat in
the Philippines), giant fruit bats, boardwalks (400m functional, 800m planned), migratory birds
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(i.e. every January), cottages and a small swimming area. The park has a 100-person carrying
capacity.
Today, residents of Suyac island claim that their island is “bugana” or rich. “bugana”
because of its century old mangroves, birds, fishes, crabs, as well as its warm and hospitable people.
However, this was not always the case. The almost eight hundred (800) residents used to think that
they were poor. “We used to only depend our livelihood on fishing. Sometimes my husband caught
a lot of fish, other times none at all” Eden, L. (2015, October 28) [Personal interview].
Suyac Island, just like any other island economies used to follow a take-make-use-dispose
regime of production and consumption that takes a huge toll on natural resources. The mind set in
a take-make-use-dispose regime is that resources will always be abundant and thus a possibility of
an infinite increasing production. According to Bonciu (2014), This regime, stemmed from the
concept of linear progress in which the key for a better future can only be achieved by accumulation
of wealth.
Thus, as people aimed for accumulation of wealth, overall needs exceeded by more than
fifty percent (50%) of the regenerative capacity of the earth (Bonciu, 2014). As in the case of island
communities, fewer fishes are caught due to overfishing and illegal fishing activities. Likewise,
continued extraction of other marine resources for increased consumption and production have
resulted to lesser outputs, closer to physical extraction impossibility. This over extraction of
resources has not only resulted to environmental issues but also issues on social, economic, and
health of island communities.
The declaration of Suyac Island as a Marine Protected Area (MPA), imposed environmental
conservation policies that transformed the way resources are managed. Fishing zoning and season
were enforced, and extraction of marine resources were regulated and, in some cases, prohibited.
These has presented resource management and economic challenges to the community.
Economic prosperity vs. environmental security remains an issue today, more than ever. It
is not however an issue of which to value more but how to establish new patterns of production
and consumption that improves the well-being of society and increases resource sustainability at
low or no cost to the environment.
This study presents the impacts of a shift in the production and consumption of marine
protected resources and describes endogenous practices in the process of change. The study
specifically provided answers to the following:
1. How can a shift to a circular way of managing marine resources are impact on the
community in terms of:
a. Social
b. Economic
c. Environmental
2. How can environmental conservation/protection result to social and economic wellbeing of the community?
507 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Literature Review
Marine Protected Area
A Marine Protected Area (MPA) is a category of protected areas under the International
Union Conservation of Nature (IUCN). Protected area as defined by IUCN (2017) is a clearly
defined geographical space established and managed through legal means to achieve conservation
of natural and cultural assets. There are other definitions of protected areas, but this is the most
widely accepted definition.
An MPA, according to IUCN, “involves the protective management of natural areas so as to
keep them in their natural state.” MPAs can be conserved for several reasons including economic
resources, biodiversity conservation, and species protection. They are created by delineating zones
with permitted and non-permitted uses within that zone. It is vital to have an in-depth knowledge
of the area to define ecological boundaries and set objectives for the MPA. It is also important to
have the support of the public and established techniques for surveillance and monitoring of
compliance. The IUCN engages in advocating for the expansion of the MPA network through
reliable science and by engaging with local stakeholders.
Furthermore, an MPA is a managed area of sea that is designated legally to protect and
maintain state of biodiversity and associated cultural assets (Kenchington, Ward, & Hegerl, 2008).
It includes marine parks, nature reserves, and locally managed marine areas that protect reefs,
seagrass beds, shipwrecks, archaeological sites, tidal lagoons, mudflats, saltmarshes, mangroves,
rock platforms, underwater areas on the coast and the seabed in deep water, as well as open water
(Kenchington et al., 2008).
According to Kenchington, Ward, & Hegerl (2008) In 1988, the World Conservation Union
(IUCN) General Assembly called upon national governments, international agencies and the nongovernmental community to protect, restore, use wisely, and understand and enjoy marine heritage
of the world through creation of a global system of marine protected areas that considers
conservation and human activities that affect marine environments.
In many parts of the world, there is a growing focus and appreciation of the need for more
MPAs and for better management generally of coastal and marine environments.
Modern technology has increased the range of uses of, and access to, marine environments,
supporting industries such as fishing, tourism, aquaculture and the development of new forms of
drugs from marine biodiversity. However, unless managed sustainably, the uses and users of
marine ecosystems can threaten, change, and destroy the very processes and resources that they
depend on.
Circular Economy
Circular Economy is viewed as an alternative to the traditional linear “take-make-usedispose” regime of production and consumption which denotes increasing use of scarce resources
in attaining economic growth despite consequences of its unabated use. CE relies on value creation
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through the restoration, regeneration and reuse of resources and forms of consumption that involves
active and responsible users. Initially, its application can be significantly traced in manufacturing
industries however other fields like tourism has also adopted the use of the principles in its
operation.
A notable contribution to the development of the CE concept is the “Spaceship Earth”
metaphor presented by Barbara Ward and Kenneth Boulding in 1969 wherein the latter presented
the idea of economy as a circular system needed to maintain the sustainability of human life on
earth. Clearly it is instilling the idea of the proper and conscientious use of scarce resources as well
as consumption of products made from these resources.
Other contributors such as the Ellen MacArthur Foundation viewed the concept of Circular
Economy as a “potential way for our society to increase prosperity, while reducing dependence on
primary materials and energy” making it ingrained in a continued economic growth paradigm. In
support of this view is the definition of Charonis (2012) of Circular Economy as a system that is
designed to be restorative and regenerative.
One field wherein Circular Economy principles can be applied is in tourism, primarily
because of the impact it can make in both the destination area’s economy and the environment.
Ecotourism is a type of tourism that is in line with the principles of Circular Economy of creating
value while reducing cost or risk of accessing resources and eliminating resources.
Ecotourism
In 2002, the World Commission on Protected Areas (WCPA) came up with guidelines for
planning and management of protected tourism areas. It mentioned the importance of a plan that
describes how tourism will be managed in a protected area. The plan includes goals, policies and
actions which is known as management plans and are based on visioning exercises (Eagles,
Mccool, & Haynes, 2002).
The Park Management Plan lists all park policies. It is comprehensive to include how
tourism should be managed, impacts mitigated, and opportunities enhanced. There are other more
specialized plans such as: Visitor Use Plan, the Visitor Activity Management Process (VAMP),
the Tourism Optimization Management Model (TOMM), the Limits of Acceptable Change (LAC)
or a Visitor Impact Management Plan (VIM) (Eagles et al., 2002).
Guidelines for development of park tourism according to WCPA emphasizes that natural
and cultural environment shall be the basis of tourism development and policies and must be toward
maintaining high quality environment and conditions. It also highlighted the importance of
ensuring quality of visitor experience.
Success of tourism management in protected areas depends on involvement of stakeholders.
Interest groups important in the management of tourism in protected areas are: 1) society/local
communities, 2) park managers, 3) tourism operators, and 4) visitors and users (Eagles et al., 2002).
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The Convention on Biological Diversity (CBD) also came up with guidelines that advocate
an ecosystems approach to planning for tourism. It is an approach that acknowledges that tourism
thrives on healthy and functioning ecosystems and thus has to be integrated in the production and
consumption of tourism(Secretariat of the Convention on Biological Diversity, 2015).
The same with the WCPA guidelines, the CBD guidelines for tourism management requires
stakeholder participation to come up with a vision and a clear agreed roadmap and guide for
sustainable tourism.
It further introduced some instruments that can be used to address impacts of tourism on
biodiversity. These are: (1) enforceable regulations backed by legislation (e.g., waste management,
visitor restrictions, and zoning regulations), (2) voluntary instruments (e.g., voluntary compliance
with a standard, sustainability certifications, and Corporate Social Responsibility), and (3)
economic instruments (e.g., incentives to take certain action, gaining revenue for conservation
activities, impact fees, insurance discounts, reinsurance funds, entrance or user fees, and business
funding).
One of the types of tourism that is known to work effectively in protected areas is ecotourism.
Ecotourism according to UNWTO (2018) refers to forms of tourism which have the following
characteristics: 1) all nature-based forms of tourism in which the main motivation of tourists is the
observation and appreciation of nature as well as the traditional cultures prevailing in natural areas;
2) contains educational and interpretational features; 3) generally but not exclusively organized by
specialized tour operators for small groups; 4) minimizes negative impacts upon the natural and
socio-cultural environment; and supports the maintenance of natural areas which are used as
ecotourism attractions by generating economic benefits for host communities, providing alternative
employment and income opportunities, and increasing awareness towards conservation of natural
and cultural assets.
In the Philippines, ecotourism is also the type of tourism recommended for protected areas
as stated in the Law entitled: “National Integrated Protected Areas System (NIPAS) Act of 1992
(RA 7586). Recognizing applicability of ecotourism for sustainable development, several
regulations have been made in support for ecotourism.
One of these is the Executive Order no. 111 which established the guidelines for ecotourism
development in the Philippines. This EO provided for a National Ecotourism Development Council
that among others, develops the national ecotourism strategy, formulate policies, review, evaluate
and approve ecotourism projects, devise accreditation and incentives mechanism, conduct
consultations, provide for technical and financial assistance, and supervise implementation of
policies (Philippines, 1999).
Likewise, the Department of Environment and Natural Resources issued DAO No. 2013-19
which is a guideline on ecotourism planning and management in protected areas. The objectives of
the guidelines are to institutionalize ecotourism planning and management process in protected
areas, promote ecotourism, introduce ecotourism business, promote inclusive equity of socioeconomic benefits, and ensure participation of both women and men (DENR, 2013).
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According to DAO No. 2013-19 ecotourism planning and management process includes: 1)
site assessment, 2) formulation of Ecotourism Management Plan, 3) implementation of EMP, and
4) monitoring and evaluation of the progress of the EMP.
An EMP shall consist of a zoning for visitor use (provided for in the Tourism Act on Tourism
Enterprise Zones (TEZs)), visitor site planning and design, sustainable infrastructure design, visitor
management, and revenue generation.
Review of guidelines in planning and management of MPAs revealed important components
and processes. Similarities include a management plan that should be a participatory output of
stakeholders. The guidelines also emphasize on the importance of conservation and integrating the
ecological systems in the conduct of tourism in the area.
Recommended tools for management are 1) regulations/legislation, 2) voluntary
certifications/regulations 3) economic incentives/ disincentives and funding, and 4) visitor
education.
Ecotourism incorporates objectives and principles of guidelines in managing protected areas
and even the Philippines have recognized it as an effective approach towards sustainable
development.
Ecotourism policies in the Philippines have incorporated the guidelines for managing tourism
in protected areas. The focus of ecotourism guidelines and regulations however is more on-site
planning and design while little attention are given to visitor management, visitor education,
voluntary certifications, economic incentives and funding, local regulations, and government
service standards.
Tourism Impacts
It cannot be denied that tourism brings about positive economic impacts though income
generation, foreign exchange earnings, and government revenue through taxation (Rutty, Hall,
Grossling, & Scott, 2015; World Tourism Organization (WTO), 2015). However, this is not always
guaranteed. It requires careful planning for destinations to reap the economic benefits derived from
tourism and avoid negative economic impacts such as inflation, opportunity costs, seasonality of
jobs and income and economic leakage (Badalamenti et al., 2000).
Tourism impacts on social development as mentioned may be hard to measure and cannot
be precisely attributed to tourism. However, positive social impacts may be measured by improved
HDI(Hall et al., 2012) . Negative impacts on the other hand are more difficult to measure but studies
showed that prevalent negative tourism impacts are exclusion of marginal members of the
community, displacement, and increased cost of property (Cárcamo & Gaymer, 2013; Fabinyi,
2008, 2010).
The most apparent positive environmental impact of tourism is conservation of the natural
heritage (Hall, Gossling, & Scott, 2015) while most negative environmental impacts are
overwhelmingly manifested in mass tourism due mostly to infrastructure development (Cárcamo
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& Gaymer, 2013). Environmental impacts are also hard to measure and may not be precisely
attributed to tourism because of the complexity nature of tourism. These impacts may also be
uniquely different depending on geographical spaces (Lew, 2014) . Thereby, approaches and good
practices may be different to each destination.
Method
This is a case study using mixed methods. A convergent mixed methods design was used,
which is a type of design in which qualitative and quantitative data are collected in parallel,
analyzed separately, and then merged. The reason for collecting both quantitative and qualitative
data is to provide a more complete understanding of the research problem.
The qualitative data were gathered thru focus group discussion, interviews, observations,
documents, and records. While quantitative data were gathered using survey questionnaires and
existing statistical data. Collection of both forms of data used parallel variables, constructs, or
concepts.
On the other hand, quantitative data was used to measure social, economic and
environmental impacts to a shift in the production and consumption of marine protected resources.
Wilcoxon Signed Rank Test measured the median difference between conditions before and after
the shift.
Discussion
Impacts
The following presents the results of the Wilcoxon Signed Rank Test that determined the
tourism impact in the Marine Protected Community of Suyac Island in terms of economic, social,
and environmental conditions. Wilcoxon Signed Rank Test measured the median difference
between conditions before and after the ecotourism program was carried out and confirmed at 5%
level of confidence that results may be due to chance or otherwise.
a. Economic
Table 1 presents the results of Wilcoxon Rank Test on Tourism Impacts on Diversity,
particularly on living conditions. The items measured were: (1) income earned, (2) opportunities
for income/employment, and (3) savings.
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Table 1.
Result of the Wilcoxon Signed Rank Test, Suyac Island Tourism Impacts on Economics
Decision at 5% level of
No.
Null Hypothesis
Z
Sig.
Significance
1
The median of differences 6.543
0.0000
Reject the null hypothesis
between income earned before and
after the tourism program is zero.
2
The median of differences 7.891
0.0000
Reject the null hypothesis
between opportunities for income /
employment before and after the
tourism program is zero.
3
The median of differences 6.680
0.0000
Reject the null hypothesis
between savings (in terms of
money in excess of expense)
before and after the tourism
program is zero.
The results showed that economic well-being after the tourism program is generally
significantly higher compared to before the program was implemented. All items have P value less
than 0.05 indicating compelling evidence that population median differs.
The impact on economic well-being is perceived to have improved significantly. Tourism
in the island has provided diversity of income for families with a median difference of Z=6.543.
Majority of the residents in Suyac island used to source their income only from fishing. The
community did not have much income to obtain necessities for a better quality of life. This is
further worsened by the fact that agricultural-based livelihood is always subject to income
irregularities due to uncontrolled conditions such as change in weather. These circumstances made
it harder for residents to get out of poverty.
The implementation of the tourism program in the island brought income opportunities to
the community through alternative means of livelihood and entrepreneurship. With increased
incomes, improvements in living conditions were reported.
A SIETAS member expressed the impact of tourism in the family in terms of income: “So
totoo nga yung sinabi ng Mayor na may income. So yung mga lalaki nangingisda yung asawa
minsan may duty … So kahit konti lang ang kuha ng asawa so merong extra income yung mga
asawa.” (So, there’s truth in what the Mayor said, that there is income. So the men still catch fish
and the wives sometimes have duty in the CBE…So, there is an extra income).
The member further adds: “Yung ano …for example yung mga estudyante namin ngayon
walang huli yung husband namin walang kuha so ano nag-iisip na kami san na kami kukuha ng
pampamasahe namin sa mga estudyante namin? So pagtapos pag may meron na kaming mga guests
dito may income na kami pag-uwi namin. So yun bina-budget na namin, ito pampamasahe para
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bukas pag walang huli.” (For example, if our husbands are not able to catch fish, so we become
worried of where we will get the money for our children who go to school. But if there are guests
here, then we have income when we get home. We budget it and save some just in case there will
be no catch again tomorrow). This supports the impact result for savings of Z=6.680 median
difference.
Table 2 shows supporting information on the impact of tourism on the income of the Suyac
Island MPC in terms of number of tourist arrivals and funds earned from the community-based
tourism enterprises.
Table 2.
Suyac Tourist Arrivals and Funds from CBE
No. of
Year
Entrance
Pax

Cottage/
Tent

Tables and
Chairs

Souvenirs

2013

4,875

48,020.00

90,800.00

1,475.00

505.00

2014

6,797

70,420.00

160,950.00

1,150.00

1,605.00

2015

8,256

112,820.00

169,800.00

650.00

6,227.00

2016

7,595

223,625.00

219,700.00

500.00

8,684.00

2017

8,892

317,490.00

286,450.00

1,475.00

2,525.00

2018

10,440

524,735.00

422,510.00

4,090.00

8,492.00

46,855

1,297,110.00 1,350,210.00

9,340.00

28,038.00

Total

Table 3.
Suyac Tourist Arrivals and Funds from CBE (horizontal - continuation)
Catering/
Others
Total
Year
Paddling
Food
(Donation)
Income

Expenses

2013 100,504.00

5,080.00

2,692.00

249,076.00

2014 240,270.00

3,430.00

10,945.00

488,770.00

2015 263,134.00

6,800.00

31,323.00

590,754.00

2016 276,322.50

16,400.00

21,579.00

766,810.50

187,699.00

2017 380,739.00

7,954.00

37,405.00

1,034,038.00

264,093.50
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2018 439,815.00
Total

1,700,784.50

21,050.00

21,699.00

1,442,391.00

526,051.95

60,714.00

125,643.00

4,571,839.50

977,844.45

Suyac Island received a total of 46,855 tourists from year 2013 to 2018 valued at 4.5 million
pesos. The highest earning CBE is the catering/ food which amounted to 1.7 million pesos,
followed by cottage rental of 1.3 million pesos, and entrance fees of 1.2 million pesos. These
figures are a reflection of a positive economic impact for the community.
The program has created a sustainable livelihood for the community and made the people
more resilient. The funds helped the members in times of calamity, death of family, and loss of
job. A member explained how the fund works : “Yung 40% ine-explain naman namin na napupunta
sa organization 60% yun naman yung amin so dini-divide namin sa grupo na naka on-duty… May
finance po dito sa eco-park. Sa mga board work sa mga cottages pampa-ayos. Yung sa 40% namin
kinukuha yun…yung meron kaming sinu-support na estudyante. Iskolar. Yan ang ano namin.
Miyembro namin. Kasi marami na siyang anak kaya sinusuportahan namin sila… Meron din
kaming pang-Emergency…kunwari ma-ospital yung members merong PhP 1,000.00” (40% of the
fund goes to the organization and the 60% is divided among those who are on duty. For the
maintenance of the eco-park such as the boardwalk and cottages, we get that from the 40%. We
also fund the schooling of one of our members who has many children. We also have emergency
fund for let’s say hospitalization. We give out one thousand pesos).
Tourism also increased gender participation. Women are now able to bring income for the
family and they have learned to budget their money and allocate them for their needs of the family.
A member shared, “Yun, pag-uwi mo isi-separate mo na ito para sa ano ito para sa ano bigas, ito
sa ulam, sa estudyante. Natuto na kaming mag-budget. Pag minsan kasi pag maliit lang yung
income, pag-uwi mo i-fo-focus mo nalang yung ano mo sa estudyante. Yung income mo, dun mo
nalang. Uunahin mo nalang muna ang estudyante. Kasi yung mga ano bigas ganun pwede ka
namang umutang sa tindahan. Eh yung pamasahe ng estudyante hindi naman pwede mautang yun.
So kapag maliit yung income, sisigurahin na namin yung pamasahe kinabukasan para sa
estudyante. So yan natutunan na din namin mag budget. Kasi ma'am yung noon naman ang income
lang namin sa pangingisda lang naman yung budget na namin inaano nalang namin sa, pagkain dun
nalang yun nalang inaano namin. Sa estudyante naman, pag dumadating na yung estudyante
sumasakit na ulo namin kung san kami kukuha ng pampamasahe kaya natutunan na din namin ang
mag budget. Sa income namin dito…” (Today, we have learned to budget the money we bring
home and allocate it for food, school… Sometimes, if the income is short, we tend to just budget
it for the transportation allowance of our children who go to school outside of the island. We
prioritize the schooling of our children and just borrow money for other necessities like rice. The
income from fishing is just enough to buy food for the family; we used to find it difficult to find
money to fund for school. It was a constant headache for us to find money to send our children to
school, but now with our extra income, we are now able to allocate money to fund the schooling
of our children.
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Tourism has increased opportunities for income and employment with Z=7.891. It is able
to provide diverse opportunities for income and employment for the community most especially
for women.
Income opportunities in the eco-park include tour guiding, cottage rental, paddling, catering
and souvenirs.
b. Environmental
Table 4 shows the result of the Wilcoxon Signed Rank Test on Environment. The items
measured were: (1) policies on conservation, (2) compliance to conservation policy, (3) resource
use, and (4) biodiversity.
Table 4.
Result of the Wilcoxon Signed Rank Test, Suyac Island
No.
1

2

3

4

Null Hypothesis
The median of differences
between
policies
on
conservation before and after the
tourism program is zero.
The median of differences
between
compliance
to
conservation policy before and
after the tourism program is
zero.
The median of differences
between resource use before and
after the tourism program is
zero.
The median of differences in
biodiversity before and after the
tourism program is zero.

8.199

0.0000

Decision at 5% level of
Significance
Reject the null hypothesis

8.273

0.0000

Reject the null hypothesis

7.881

0.0000

Reject the null hypothesis

7.448

0.0000

Reject the null hypothesis

Z

Sig.

Results show that conservation protection after the tourism program is significantly higher
compared to conservation protection before the program with Z=8.199 and P< 0.000 for policies
on conservation, Z=8.273 and P<0.0000 for compliance to conservation policy, Z=7.881 and
P<0.0000 for resource use, and Z=7.448 and P<0.000 for biodiversity.
As for the environment, the community then was unappreciative of the rich resources in
their area. There was also no sense of stewardship and they only see the environment as a source
of income that must be utilized to its full potential.
The tourism program encouraged communities to be stewards of their
resources/environment. They have learned that their development is dependent on the condition of
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their environment. Environmental security is very important for their sustainable development,
most especially at this time of unpredictable weather conditions due to climate change.
As a Marine Protected Area, policies on conservation is strictly implemented. Suyac Island
is under the Republic Act No.9106 which is a law establishing the Sagay Marine Reserve and the
ways in which it is to be managed. The policy includes among others: allowable infrastructures,
livelihood/economic activities, and resource use. The policy also emphasizes on prohibited acts to
support conservation such as hunting, dumping, use of motorized equipment, mutilating, defacing
or destroying objects of natural beauty and ecological importance and etc. With tourism in place,
policies on conservation and compliance to conservation improved with Z=8.199 and Z= 8.273
respectively. National policies on conservation governing Suyac were further strengthened by the
policies and code of conduct that SIETAs drafted for the eco-park. Below is a figure of the code of
conduct in Suyac Mangrove Ecopark.
The tourism program increased environmental and conservation awareness in the
community. With tourism orientation and training programs conducted by the LGUs, members
became aware of the importance of the mangroves and the policies on mangroves conservation. A
member recounts that a person can be imprisoned if the mangroves were cut. The penalty would
be 6 years. “Oo so ini siyang bagay (this thing) pag may isang tao na manguha kahit pa sa humol,
pwede ka kaagad kasuhan…Penalty, 6 years imprisonment”. The bantay dagat are also very active
in enforcing the law.
Likewise, resource use improved at Z=7.881. It is not as much improvement compared to
policies on conservation and compliance as the community still aims to be able to catch as much
fish as possible but have been compliant with sanctuary policies. With the eco-park in place, the
mangroves are now enclosed and closely monitored.
Biodiversity also improved at Z=7.448. The community changed their perspective towards
conservation of their natural resources as evidenced by a member’s remark on bats and its value to
the place and community: “Kasi noong unang panahon pag may nakikita silang flying foxes
pinapatay nila pinapaalis. Pero hindi na-realize na isa yan sa mga tumulong sa cross pollination.
Nakakatulong pala. Noon kasi hindi namin na-appreciate nung hindi pa kami nakaka-ano ng
learnings, binabalewala namin pinapatay namin tinitirador” (We used to kill the flying foxes. We
didn’t realize that they help in cross pollination. We didn’t appreciate their role until we learned
about it).
A member also shared that: “Meron kaming kantang ginawa sa entertainment namin tapos
sinasabayan namin ng sayaw. Syempre awit namin nanagsasabing bugana kami” (We have a song
that we sing and dance during entertainment for our guests; it’s our song; it talks about how rich
we are).
Moreover, Suyac is a haven for bats or flying foxes with P. hypomelanus having the largest
population in the area. In a recent study, 1,052 individuals of P. hypomelanus were found roosting
while P. vampyrus, having 109 individuals. The presence of mangroves in the island is a key factor
for the flying foxes’ habitat selection. Pteropus species which are mostly found in Suyac often
choose trees which provide better protection against unfavorable environment and updrafts. The
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P.hypomelanus and P. vampyrus camps were found to occupy the same host mangrove trees--the
Pagatpat (Soneratia alba). This is the most common species of tree, found in the area with, an
estimated height of 9m.
To further substantiate the results of the impacts of the tourism program to diversity, a
Regression Analysis was employed to identify characteristics of the households that significantly
impact diversity. Table 5 presents the Regression Analysis on Diversity.
c. Social
Table 6 shows the result of the Wilcoxon Signed Rank Test to determine the change in
social capital, particularly of Trust in Suyac Island after the implementation of the tourism
program.
Table 6.
Result of the Wilcoxon Signed Rank Test Suyac Island’s Social Capital on Trust
Decision at 5% level of
No.
Null Hypothesis
Z
Sig.
Significance
1
The median of differences between 7.830
0.0000 Reject the null hypothesis
effectiveness of organization in
dealing with problems in the
community before and after the
tourism program is zero.
2
The median of differences between 7.948
0.0000 Reject the null hypothesis
community participation before and
after the tourism program is zero.
3
The median of differences between 7.798
0.0000 Reject the null hypothesis
community involvement before and
after the tourism program is zero.
4
The median of differences between 8.004
0.0000 Reject the null hypothesis
confidence in self and abilities before
and after the tourism program is zero.
Trust as measured in terms of perceived effectiveness of organization in dealing with
problems in the community, resulted to a significant impact of Z=7.743 and Z=7.830 respectively.
Members feel at ease in the association. They describe it as “Dito parang na-re-relax ka”.
They trust decisions and information from the association because any important decision that has
to be made is discussed and confirmed with the members; “Pinapa-confirm muna saming mga
miyembro yung sa ganun sa ganyan.”
The SIETA has set a regular meeting, which is last Thursday of every month. A member
mentioned that they discuss the positive and negative things that may happen and plan for it. “Plano
namin mga problema kung ano ang mga negative or positive o sa darating pa kung anong mga
plano sa darating na panahon o year na mapapag usapan.”
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Matters discussed during meetings remain within the association and is settled right away
to prevent discussions outside that may cause misunderstandings; “Kung dito, dito lang talaga hindi
na pwedeng lalabas. Ganun kasi syempre for example is yung community mo, hindi natin
maiiwasan na tatak-tatak ng bunganga. Dito palang, dito is okay na pag andun na sa labas, tatalak
lang ng tatalak. So yung pinag-usapan, lalaki at lalaki minsan may nag-gagawa ng gulo so
something ganun, dito na. So ngayon, kung anong problema, dito lang isesettle na agad. Positive
na yun samin”.
Inclusion and solidarity as measured in terms of perceived community participation,
community involvement and effectiveness of organization in maintaining peace, resulted to a
significant impact of Z=7.948, Z=7.798, and Z=7.586 respectively.
Community participation has the highest impact among the three measures as community
participation is strengthened by the establishment of the SIETAs. The SIETAs enabled the
community to come together for a unified vision and goals for the community. Community
involvement is likewise apparent as members voice out their views on matters concerning the
organization and the community.
Although a significant improvement is also seen in the effectiveness of the organization in
maintaining peace, it is to be noted that there are also those in the community that are against
tourism in the area as they sometimes have caused disruptions or resistance in the undertakings of
the association. As mentioned by a member; “Yun pong negative meron pong mga haka haka na
sabi nila pag nagkaroon po ng government, sila na po dito” (There are some people in the
community who think that the government might take over the management of island).
However, solving problems has become easier now; “Madali nang maayos. Mas madali na
naming naso-solve yung problema. Kasi hindi naman natin masasabi na yung asosasyon is perfect
na talaga syempre sometimes meron ding mga pagkakamali, hindi din maiiwasan tao lang din
naman kami.”
In terms of empowerment, confidence has the highest impact of Z=8.004. Tourism in the
area has boosted confidence of the community, most especially of the members of the association.
The tourism program helped the community to acquire skills and experiences that enabled them to
confidently face and attend to their foreign visitors.
For a member, the tourism program helped her gain more experience; “Bale sa ano po,
ma'am nakakuha po kami ng dagdag experience”. Another explained that they used to think poorly
of themselves; but now, they have the confidence to face and talk to their foreign visitors; “Kasi
po ma'am ibinaba po namin yung mga ginagawa namin dito so noong unang panahon wala pa
kaming nakikilalang iba sa island mga tao dito pag humarap sabihin na nating sa mga foreigner so
nung panahon dito kuba pa hindi pa maka-usap ng maayos pero sa ngayon okay na…ngayon
haharapin na namin yan. May lakas na kami ng loob. Trying our best sa mga foreigners ma'am.
Parang nag-level up na din po kami parang ganun po.”
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A member even observed that the lady members are now putting on make-up while on duty;
“Yung sa akin, ma'am yung sa mga miyembro nakita ko na mga beauty na sila, ma'am kasi nakikita
ko pag naka-duty na sila ma'am may mga lipstick na sila.”
Likewise, their children upon joining the eco patrol also gained confidence; “So parang
nag-level up na din yung mga bata nagkaroon na sila ng self-confidence na makiharap makihalobilo sa mga malalaking tao mga ganun… kapag may mga VIP Guests kami, sila na yung
pinapaharap namin.”
Environmental conservation/protection and social and economic well-being of the
community
The following are discussions on how environmental conservation and protection have
affected social and economic well-being of the community. It discusses endogenous practices of
the community and important elements that emerged in relation to the shift in the production and
consumption of marine protected resources.
a. Awareness
Tourism development in Suyac employed a participatory development approach to engage
the community to participate as they formulate vision, mission, and goals for community
development.
Participatory development starts from the basic belief that every day, people in low-wealth
communities are not the target for community development projects; rather, they are the people
who determine, drive, and control the entire development process. Participatory development starts
from the assumption that marginalized and low-income people best understand the problems they
face and how to fix them.
A Tourism Planner was invited by the former Mayor of Sagay to craft a tourism master
plan for the City and Suyac Island was identified as a possible priority site. This is because of its
asset—the mangrove Forest which, according to Dr. Primavera; a biologist, could possibly be the
oldest mangrove Forest in the whole of Negros. The Local Government of Sagay saw this as an
opportunity to improve the well-being of the people in the island.
The community was also made aware of the value of their natural assets. These were done
through a series of lectures. The Tourism Planner described the community’s awareness as: “So
medyo all of a sudden nagbukas yung kaisipan nila kasi coming from somebody who is not there,
mas parang believable. It’s a good strategy kasi pagka third party ang nagsasabi na wala naman
akong ibang agenda dun just to tell them the truth” (All of a sudden, they have become more aware
of the value of their assets and all the more they believed in it because it is an affirmation from
someone who is not from there. It is a good strategy to have a third party say it without any agenda).
One commendable feature of the program design is the high value, low volume strategy. It
stresses the importance of putting value on the natural capital. The Tourism Planner emphasized
on tourism packaging and for community to think as “tour operators”. That way, the community
can add more value to their tourism offers and not just earning from entrance fees: “Kasi ang
tendency ng mga government na mag to-tourism sila naniningil lang sila ng Entrance Fee na super
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mura. Minsan sampung piso twenty pesos meron pa ngang limang piso. Thinking na kikita sila dun
but it’s not viable ano ba naman yung limang piso para ka lang nag CR diba? Buong araw ka na
don tapos mag-iiwan ka pa ng basura. Tapos sinong magliligpit?” (The tendency for some
government is to open a destination for tourism and collect an entrance fee that is very minimal.
Sometimes, they will collect ten, twenty or even just five pesos, thinking that this will already be
viable. What is five pesos? It is just a public toilet fee. It cannot compensate for the whole day stay
of a tourist who will even leave their rubbish in the area. Who will then clean up the mess?).
The Tourism Planner recalls her first encounter with the community on assessing the value
of their natural capital: “Mahirap ba kayo o mayaman?’ So syempre sasabihin nila, Mahirap. So
pag tinanong mo, bakit ka mahirap? Wala akong pera. ‘Ano yung nakapaligid sa’yo?’ ‘May coral
reef kami may Mangrove, may ganyan.’ ‘O, mayaman ka pala eh.’ ‘Eh kaso di naman namin
pwedeng putulin yung puno para ibenta or kung ano kunin yun kasi bawal, Protected Area.’ ‘Yun
ang sikreto. Tuturuan ko kayo paano kumita ng hindi niyo yan uubusin. Na aalagaan niyo pa’ yun
ang kagandahan ng community-based tourism. Because you have to sustain your capital you have
to take care of your capital. Kasi bigay ng Diyos yan walang tutumbas na pera dyan. Andyan na
yan sa’yo eh. Capital mo yan so the more you take care of it, the more na kikita ka dyan” (Are you
poor or rich? The obvious response from them would be poor. So, when asked why, they will tell
you that they don’t have money. And so, I asked them what they see in their surroundings and they
would answer, we have coral reef, mangrove… I told them they are rich given the resources that
they have. But they replied that they cannot cut the mangroves to sell or use it because it is illegal.
That’s when I told them that I will teach them to earn without cutting all the mangroves or using
all their natural capital).
Sometimes, it takes someone from outside or a phenomenon to make communities
appreciate and value the things that they have. One such example was when the mangrove forest
of Suyac protected the community from the havoc of typhoon Yolanda. From then on, Suyac
residents have had a heightened appreciation and are more cooperative in the ecotourism
development program.
A SIETAs member explained how the community embraced the development idea as: “So
unang-una,…wala kaming ideya kung paano ito basta nakatira lang kami dito. So may isang tao na
nakadiscover nitong Island namin. Ito po si Dra. Primavera isang Marine Biologist siya po ang
naka-discover ng Island namin. Sa tingin niya ang ganda ng lugar…”(We were not aware of the
value of what we have until Dr. Georginne Primovera, a Marine Biologist studied the island and
told us how beautiful our place is).
There are some members of the community who were open to development through tourism
but there were also those who were hesitant. Public hearings were made to kick off the development
project. Noli recalls: “… so sa public hearing po di po nating maiwasan yung positive nakisama
kami sa kanila sa kanya so sa ngayon nandito kami kasama kami dito. Yun pong negative meron
pong mga haka haka na sabi nila pag nagkaroon po ng government, sila na po dito. Yung sabi
naman ng Mayor, ay hindi po yun mangyari kasi po ah ang ginagawa ko lang ay para sa inyo sa
kabutihan niyo. Para meron kayong tinatawag na income” (During the public hearings, there were
those who were positive and were willing to join and now we are members of the association. On
the other hand, there were also those that had negative perception of the program fueled by doubts
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that the government will take over the Island. But the former mayor assured us that it will not
happen and that they were there for the good of the community and for the community to earn
income).
b. Accountability
The formation of associations or groups of stakeholder manifests accountability through
community acceptance and commitment to the development program. Accountability follows the
realization of the value of resources and one’s participation in the vision for the community.
One of the objectives of the program is also to get everyone in the community involved and
work on whatever resources that they have. Since most are fisherfolks and high school graduates,
the best that they can offer for the program is their story—their story in the island, as it becomes
the tourism product and experience.
Accountability of the community towards the program can be manifested in their
membership in the association and their commitment to allot their time for meetings and training.
However, community’s enthusiasm towards the program can be lost if not supported by the
government in terms of budget for food, training, and project implementation.
c. Ability
Likewise, it is also important for the community to equip themselves to service the tourist
well. This is because if the community will not prepare for the possibilities in the future, it is most
likely that others will take the opportunity. Thus, this results to economic leakage.
Capacity building for the community can be a challenge because some become reluctant to
finish training that could last for several days. They would worry about not being able to work and
to provide for the family’s needs while on training.
This is when support of the local government becomes very important, in terms of providing
food for the family while on training. But sometimes, government budget also becomes a challenge.
There are delays in project implementation due to budget constraints that lowers the community’s
excitement and enthusiasm. The Tourism Planner expresses that: “Yung momentum nawawala kasi
ang bagal kumilos ng gobyerno. Ang bagal talaga ng gobyerno. Kesyo, hindi pa nabudget-an,
syempre yung budget cycle mo, for the next year pa parang ganun. So, in the meantime anong
gagawin ng community?” (The momentum is lost because the government is slow in action. Slow
in action because of budget issues. So, in the meantime, what will the community do?)
Mechanisms (such as policies, organized community associations and budget allocation or
sustainable development funding) have been put in place to ensure the continuance of development
programs for the community. These necessitate implementation and project maintenance.
Aside from the necessary resources needed for the maintenance of the program, there is
also an established monitoring and evaluation tool conducted during their annual planning
workshop.
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d. Adaptability
The common goal of the development program is for the community to be self-reliant to be
a productive unit in society. These are to be achieved through: 1) ensuring the health of the residents
through provision of health services, 2) Increasing productive capacity of residents through
education and training, and 3) Affording them the opportunity to increase their economic income
through alternative livelihood other than farming.
As to Suyac’s experience, the SIETAs members did not only improve in the above
mentioned aspects through provision of support services from the program but it also enabled them
to think for themselves and to introduce ways in which to improve themselves and the community.
The women now are empowered as they engage themselves in entrepreneurial activities in
the conduct of the ecotourism program. A member boasts of their confidence as: “noong unang
panahon wala pa kaming nakikilalang iba sa island mga tao dito pag humarap sabihin na nating sa
mga foreigner so nung panahon dito kuba pa hindi pa maka-usap ng maayos pero sa ngayon okay
na…May mga seminar kaming ina-attend-an… ngayon haharapin na namin yan. May lakas na
kami ng loob. Trying our best sa mga foreigners. Parang naglevel up na din po kami parang ganun
po.” (Back in the days when there were few foreigners who visit the island, we did not talk to them,
but now we have the confidence to talk to them… we attend seminars to help us. We are trying our
best and I can say that we have leveled up).
They have also established their own code of conduct for tourists which is in accordance
with their culture and values.
Conclusion
A shift from a linear to a circular model of production and consumption of marine protected
resources is possible and may result in improved living conditions of island communities while
protecting valuable resource assets of the area. Maniche et al. (2017) mentioned that a transition to
a circular economy requires a socio-technological process. A socio-technological process is multilevel and multi-dimensional process requiring fundamental changes in the technical, economic,
social, and cultural and political systems. The process of change is a social learning process that
creates endogenous innovations. In the case of Suyac Island awareness, ability, accountability, and
adaptability were essential elements of the transition.
Awareness of the ones valuable resource assets make one feel “bugana” or rich. It is through
awareness that people are able to appreciate their resource assets and change how they use them.
awareness also provides information on alternative ways to capitalize on the environment.
However, for the community to properly use and put value on its natural assets, an enabling
environment through policies must be provided and the community must be prepared in terms of
knowledge and skills required for entrepreneurial services.
Capacity building efforts for the community must be undertaken in order for the community
to be prepared to design their own tourism offerings as this will emphasize the importance of
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visioning, governance, resource management and stewardship (environmental security), and
stakeholder satisfaction. It will also necessitate policy formulation for institutionalization of the
program.
This way, the community becomes more confident about what they do and creates a sense
of ownership or accountability. They will now use and put value on their resources for the purpose
of sustaining their day to day needs and their future. Residents would now think not about
themselves only but collectively for the well-being of the whole community. In Suyac’s case, the
locals willingly joined the association—SIETAS.
Tourism is one option for the community to engage in to bring about development in the
area. The active participation of the residents in the undertaking will give them the determination,
drive and control of the entire development process because they best understand the problems
they face and they know how to fix them. The community at their own pace can craft their tourism
offers as what they see fit for their community needs and vision. This can only be made possible
through an association.
It cannot be denied that formation of associations or groups of stakeholder manifests
community acceptance and commitment to the development program. As such, communities
become more confident in crafting their indigenous product offerings as well as policies that will
protect their valuable assets in the community.
Policies, organized community associations and budget allocation or sustainable
development funding mechanisms must be put in place to ensure the continuance of circular model
of economy in a marine protected area setting.
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Abstract
The construction industry is a significant contributor to economic growth through the
development of infrastructures. Unfortunately, it is also a significant contributor to various
sustainability issues. The paper aims to determine the relationship and effect of Firm
Innovativeness, Government Support, and Market Orientation on the adoption of Sustainability in
the construction industry. The study was conducted on Equi-Parco Construction Company, a
distinguished Filipino-owned construction company. A total of 110 questionnaires were distributed
to top and middle managers of the company and the owner of the company was personally
interviewed. Simple Linear Regression, Multiple Regression, and Pearson Correlation Method
were all used to analyze the quantitative data whilst Content Analysis was used to analyze the
quantitative data. Pattern Matching was performed to synthesize the data and to observe the
similarities and differences between the qualitative and quantitative data. The simple linear
regression analysis presented each of the variables to have a highly significant effect on the
Sustainability of Equi-Parco Construction Company by manifesting p-values less than 0.001. The
multiple regression results manifest the same results, by exhibiting an overall p-value of less than
0.001. However, it was also found that Government Support and Market Orientation are more
significant than Firm Innovativeness with the former having a smaller p-value than the latter. The
study also observed that all variables have a strong positive relationship with sustainability with Rvalues greater than 0.7. Through pattern matching, the observed trend from the quantitative data
was confirmed as the qualitative data presents firm innovativeness as a lesser priority than both
Government Support and Market Orientation. With this, it was proven that Firm Innovativeness,
Government Support, and Market Orientation all have a significant effect and a strong positive
relationship with the sustainability of Equi-Parco Construction Company.
Key Words: Sustainability, Innovativeness, Market Orientation, Government Support,
Construction
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Introduction
Sustainability is to meet the needs of the current generation without compromising the
future generation’s ability to meet theirs. It is further defined into three dimensions: Economic,
Social, and Environmental Sustainability (Elkington, 1994). Abidin (2009), states that
sustainability is can only be achieved once all three dimensions are satisfied. Unfortunately, due
to rapid urbanization and the desire for economic growth, sustainability has just become an
afterthought to a lot of industries as they try to meet society’s demands.
The construction industry is one of the most significant contributors to rapid urbanization
and economic growth (Giang & Pheng, 2011). This is due to the nature of its operations in which
it provides jobs, invites investments, and allows mankind to access their needs more efficiently.
Unfortunately, the process of satisfying the ever-growing needs of mankind for greater social
development and economic development causes irreversible damage to the environment (Cui,
et.al., 2018). With the severity of its impact on the environment, the market has called for more
sustainable operating methods. Thus, the creation of Sustainable Construction. However,
sustainable construction is found to only address environmental issues (Bamgbade, et.al. 2017).
But as mentioned earlier, sustainability is only achieved if all three dimensions are satisfied.
In the Philippines, the construction industry is said to be entering the golden-age of
infrastructure. With the administration launching the “Build! Build! Build! Project”, the industry
is expected to receive a significant amount of support from the administration as it will be given a
budget that accounts to 5% of the country’s Gross Domestic Product. With the expected growth
and several studies exhibiting the significant contributions of the construction industry to various
social issues, economic issues, and environmental issues, it is extremely important for the
construction industry to adopt processes and concepts of sustainability in their methods, processes,
and products for it to reduce its contribution the previously mentioned issues, and contribute to
social justice, environmental protection, and greater economic growth. (Abidin, 2009).
The study aims to investigate the effects of Government Support, Market Orientation, and
Firm Innovativeness on the adoption of Sustainability in a construction firm. The three variables
were chosen as they create an environment suitable for adopting and practicing sustainability,
stimulate behavior that induce high quality performance and innovative activities, and implement
change and transform processes of an organization, respectively.
Equi-Parco Construction Company is a rapidly growing company which aims to embark
on the expansion of its projects and offered services. The company’s vision, mission, and quality
policy also aims to achieve sustainability. This study may aid in determining critical factors to
direct their company towards the fulfillment of its vision and policies.
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Literature Review
Sustainability
Sustainability was first defined as seeking to meet the needs of those in the present without
compromising the ability of future generations to meet theirs (WCED, 1987). The concept of
Sustainability was better understood when John Elkington introduced the term Triple Bottom Line
(TBL). The idea of the triple bottom line goes beyond traditional measures of profits and return on
investments; the triple bottom line measures a company’s economic value, degree of social
responsibility, and environmental impact (2004). This simply indicates a shift of organizations
from short-term financial goals to long term economic, environmental, and social influence
(Arowoshegbe, 2016). A duty was given to the members of society to care and have respect to
incoming generations and to the non-renewable resources of the present. It is the responsibility of
the present generation to maintain and protect the environment while promoting economic growth
and optimizing human and material capital (Abidin, 2005). The World Business Council for
Sustainable Development defined Sustainable Development as “the simultaneous pursuit of
economic prosperity, environmental quality, and social quality.” This implies that an organization
aiming for sustainability is obliged to function under all three pillars of sustainability, namely
Environmental Protection, Social Well-being, and Economic Prosperity.
Government Support
The government plays a major function in the construction industry (Tunji-Olayeni, 2018).
Government support may be in the form of financial and/or non-financial initiatives (Bell, 2002),
such as tax allowances, grants, loans, information technology, social support, productivity
assistance, financial capital, and so forth (Songling, 2018). The government has the possibility to
help with firms’ survival, growth, and success. Firms that receive strong support from the
government can perform better compared to other firms (Bell, 2002).
Market Orientation
Market Orientation, which is a firm’s process of generating market intelligence pertaining
to current and future customer needs, the dissemination of the intelligence across departments, and
the organization wide responsiveness to it (Kohli and Jaworski, 1990).
Firm Innovativeness
Firm Innovativeness is the ability of a firm to constantly introduce new products to the
market, or open new markets through integrating both strategic orientation and innovative behavior
(Wang and Ahmed, 2004).
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Research Gap
It has been noted that Sustainability has three dimensions. Studies have been conducted,
with regards to each dimension of sustainability. However, there are limited studies that discusses
sustainability holistically.
Firm Innovativeness is also highly studied in literature. But firm innovativeness
influencing sustainability are also limited. Through the literature, there is also no set measures for
this variable.
Studies with regards to Government Support is also limited. Furthermore, there is a lack of
literature with regards to the effect of financial support from the government. Literature mainly
discusses the influence of government regulations on sustainability.
With regards to Market Orientation, the researchers have found it to be widely studied in
literature. However, studies directly linking its influence on sustainability is limited. Lastly, all of
the variables are found to lack literature with regards to the construction industry in the Philippines.
Framework
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Figure 1. Operational Framework
Linking Firm Innovativeness and Sustainability
Several studies reveal the importance of innovativeness on the adoption of sustainability.
The study of Bamgbade, et al, specifically, shows that construction processes that include
innovative practices are known to lessen the detrimental effects of construction projects (2016),
thus promoting sustainability (Rodriguez and Wiengarten, 2017). Additionally, with the
construction industry as a leading industry in most economies, dimensions of innovativeness are
known to improve the implementation of sustainability (Wang, 2014). The Resource-Based View
(RBV) theory is relevant in this study as it justifies how innovation demands for special resources
that are different from other products (Hitt, et al, 2016) and it examines the influence or the effects
of innovativeness on the sustainability performance of an organization (Bamgbade, et al, 2017).
H1: Firm Innovativeness has a significant relationship with the Sustainability of Equi-Parco
Construction Company.
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H4: Firm Innovativeness has a significant effect on the Sustainability of Equi-Parco
Construction Company.
Linking Government Support and Sustainability
Governments at every level and in all regions of the world are beginning to recognize the
importance of sustainability. According to Shafii, et al, the involvement of the government plays
an important role in the achievement of sustainability (2006). Furthermore, Bell states that while
much of the responsibility of advancing sustainability falls on the shoulders of private sectors,
there is an anticipating demand of sustainable products, services and systems which is an
obligation and opportunity for governments (2002). In this study, government support and
sustainability was linked through the Readiness for Change theory, which is a multidimensional
construct influenced by the beliefs of the employees within the organization if they are able to
implement change within the organization (Holt, et al, 2007). In this study, sustainability will be
viewed as a change initiative. The theory then will correspond to the extent of readiness of the
organization in implementing sustainability regulations and policies, enforced on them by the
government.
H2: Government Support has a significant relationship with the Sustainability of Equi-Parco
Construction Company.
H5: Government Support has a significant effect on the Sustainability of Equi-Parco
Construction Company.
Linking Market Orientation and Sustainability
According to Crittenden, et al, sustainability is a major concern for marketers in the 21st
Century since marketing strategies and activities are linked to the future of the natural environment
and marketers have to be concerned about consumption as related to sustainability since
consumption has resided within the domain of marketing (2011). Additionally, Bamgbade, et al,
states that market orientation plays a key role in the adoption of sustainability of a firm (2017).
Crittenden, et al, links the two variables by using the Resource-Advantage Theory in a marketoriented sustainability framework (2011), stating that by incorporating sustainability into its
marketing strategies, a firm is able to gain a differential advantage over its competitors (Ferrell,
2010). The Organizational Culture Theory also plays an important role in linking market
orientation to sustainability. Organizational culture is defined as “a gathering of the values that
dominate in an organization” (Rajala, et al, 2012). Furthermore, organizational culture is
considered as the core and identity of an organization as it heavily influences the behaviors and
performance of employees (Kaoa, et al, 2016). The theory is applicable in this study in which if
the organizational culture of an organization is towards being market-oriented, organizations will
be more motivated in adopting sustainability (Bamgbade, et al, 2015).
H3: Market Orientation has a significant relationship with the Sustainability of Equi-Parco
Construction Company.
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H6: Market Orientation has a significant effect on the Sustainability of Equi-Parco
Construction Company.
Methodology
The study chose Equi-Parco Construction Company to be the subject of the study, which
is located in Butuan City, Philippines. The company focuses on horizontal development, such as
constructing roads, bridges, highways and ports. The company is a respected partner of the
government, particularly the Department of Public Works and Highways (DPWH), Department of
Transportation and Communication (DOTC) and the Philippine Ports Authority (PPA).
The study employed a mixed method data collection, which is both quantitative and
qualitative analysis. For the quantitative data, survey questionnaires were distributed to the top and
middle managers of Equi-Parco Construction Company, a total of 149 respondents. The survey
questionnaires that was used for the study is adapted from the studies of Akadiri & Fadiya (2012)
and Jaworski & Kohli (1993) as cited by Bamgbade, et.al. (2017), Abidin (2005), and Crespell,
et.al. (2008), all answerable by the 5-point likert scale. For the qualitative data, the researchers
interviewed the owner of Equi-Parco Construction Company. An expert sampling design was used
on both the respondents of the survey questionnaire and in the selection of the interviewee, since
managers are known to be more aware and knowledgeable of the company’s operations. The
presumed knowledge of these managers is essential to answer the both the survey questionnaire
and the interview questions.
The study employed a descriptive, correlational, and causal-effect research design.
Through these research designs, the relationships between the independent variables and the
dependent variable was described, the strength of the relationship of each independent variable
with the dependent variable was determined, and the effect of the three independent variables on
the dependent variable respectively was established.
In analyzing the data gathered, the quantitative methods that were used for the study are
basic descriptive statistics, the Pearson correlation method, linear regression and multiple
regression analysis. Descriptive statistics was utilized in organizing and summarizing the data
gathered from the study. The Pearson correlation method was used in determining the strength of
the relationship of the chosen variables in this study. The linear regression analysis was used to
determine the significance of each independent variable’s influence on the dependent variable.
Lastly, multiple regression was used to assess the combined effect the independent variables on
the dependent variable stated in this study.
Furthermore, content analysis was done to extract the meaning from the interview and the
literature related to study. Then the researchers evaluated the consistency of the gathered data
gathered using the Validating Quantitative Model. The model explains the design of the
Triangulation model, wherein the collection for data were done quantitatively and qualitatively.
Pattern matching was then performed to showcase the similarities and differences between
qualitative and quantitative data.
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Discussion of Results and Analysis
The study utilized a 5-point Likert scale to analyze the results of the survey with the score
of 5 being “completely true” and 1 being “not at all true”. The survey contained questions designed
to allow the researchers to evaluate the overall sustainability of Equi-Parco Construction
Company, as well as determine the effect, significance, and relationship of Firm Innovativeness,
Government Support, and Market Orientation on the adoption of sustainability in the company.
Area means of 4.52, 4.51, and 4.72 were obtained from Environmental, Social, and
Economic Sustainability, respectively. These means present that Equi-Parco construction
company values all dimensions of sustainability. In addition, standard deviation values were all
observed to be below 1, which suggests that responses have minimal variation thus the population
have relatively similar perceptions of the three dimensions of sustainability in their company’s
operations. Furthermore, an overall grand mean of 4.57 was obtained which presents that EquiParco Construction Company highly values sustainability.
Through the Pearson Correlation method, the researchers were able to obtain R-values of
0.314, 0.562, and 0.559for Firm Innovativeness, Market Orientation, and Government Support,
respectively. Additionally, these results showcase that the three variables manifest moderate and
positive, strong and positive, and strong and positive relationships to sustainability, respectively.
With the linear regression analysis, it was found that Firm Innovativeness, Market
Orientation, and Government Support all have a significant effect on the Sustainability of EquiParco Construction Company by presenting a p-value less than 0.001. The R square value also
states that 9.91%, 31.64%, and 31.28% of the changes in the achievement of sustainability is
caused by firm innovativeness, market orientation, and government support respectively. As for
the results of the beta coefficient, for every unit increase in firm innovativeness, market orientation,
and government support, is a 0.1723, 0.3030, 0.3823 unit increase in sustainability respectively.
The multiple regression analysis also proved that the combined effect of all three independent
variables are highly significant, with the overall p-value being less than 0.001. The R square value
also states that 43.74% of the changes in the achievement of sustainability is caused by the
combined effect of the independent variables. As for the results of the beta coefficient, for every
unit increase in firm innovativeness, market orientation, and government support, is a 0.0859,
0.1875, 0.2537 unit increase in sustainability respectively.
Through pattern matching, the researchers were able to confirm trends observed from the
various analyses of quantitative data. The qualitative data presented that Equi-Parco Construction
Company does value sustainability in its operations and incorporates all three dimensions and all
three variables to the best of its ability, in accordance to its needs in certain projects.
With the quantitative results obtained from the survey and the qualitative results from the interview
conducted. The pattern matching was able to conclude that the quantitative and qualitative results
have a lot of similarities. It manifested similar trends, wherein firm innovativeness is found to be
the least prioritized or the least incorporated into the company’s operations compared to the other
two independent variables.
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Conclusion
With the data gathered from the Review of Related Literature, and the results from the
interview and survey questions accomplished by the top and middle management of Equi-Parco
Construction Company, along with quantitative and qualitative analysis, the researchers were able
to gather sufficient information to reveal three main conclusions.
First, it shows that Firm Innovativeness, Market Orientation, and Government Support all
have highly significant effects on the sustainability of Equi-Parco Construction Company.
Whether, if it is an individual or combined effect of the independent variables on the dependent
variable. All their p-values were less than 0.001.
Second, the quantitative and qualitative data analysis manifested similar trends, wherein
both multiple and linear regression analysis both displayed that the p-value of firm innovativeness
is the least practiced in the company’s operations compared to government support and market
orientation. This is further confirmed with the interview, when Engr. Javier stated that they only
innovate when necessary and that their ability to innovate is limited because of the government’s
prescriptions with regards to their processes, materials, and equipment.
Third, through the correlation analysis the researchers are able to conclude that all of the
independent variables have a significant relationship with sustainability. All of the independent
variables displayed a positive relationship, along with its individual p-value from the regression
analysis it was then concluded that Firm Innovativeness, Market Orientation, and Government
Support all have significant relationships with the Sustainability of Equi-Parco Construction
Company.
Recommendations
As part of the conclusion of the study, the researchers formulated recommendations for the
beneficiaries involved:
For Equi-Parco Construction Company, it is recommended that the company increase its
firm innovativeness through incremental innovation as a way to survive today’s fast-changing
market, and to fulfill its efforts of quality policy and mission to be a sustainable company. The
researchers recommend the company to create its own Research and Development Department
solely focused on creating and promoting innovation, sustainability, and current market trends
within the company. ...Since it has been noted that they are significant partner of DPWH, it is
recommended that the company to propose the incorporation of innovation and sustainability in
government projects.
For the Philippine Government, since government supports exhibits a highly significant
effect on the adoption of sustainability, they should promote and educate the industry the
advantages of being innovative and sustainable by providing seminars and trainings to both public
and private construction firms. Moreover, the government should also provide financial support as
a way of encouraging firms to practice innovation which currently strikes as expensive and risky.
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The government should also strictly enforce its laws and regulations to ensure that the community
abide by these standards to prevent environmental, social, and economic damages.
For Other Construction Firms, they should strengthen sustainability practices by moving
beyond standards set by the government as more and more Filipinos are embracing sustainability.
It is recommended that they apply market orientation and firm innovativeness strategies into their
operations; or continue doing so to gain competitive and organizational advantages.
For the Stakeholders of Other Construction Firms, the researchers recommend that they
lobby for more sustainable practices in the operations of construction firms, as this will be very
beneficial in the long run, and for all its stakeholders, most especially the environment.
For Other Industries, since it has been found that the three independent variables have a
significant effect on the sustainability of the company, it is recommended that they try and
implement the concepts of firm innovativeness and market orientation in attaining sustainability
within their own organization. Additionally, it is also recommended that other industries heavily
invest in market research to better come up with strategies in attaining maximum profitability.
For the Academe, the researchers recommend that they design and create an indigenous
model or framework of sustainability suitable for the Philippine setting. And that a new model be
developed every 5-10 years to accommodate economic, social, and environmental developments
and/or changes.
For Future Researchers, we recommend that they use the variables used in this study, firm
innovativeness, government support, and market orientation, and apply it to other industries.
Future researchers should find other variables like stakeholder engagement, organizational
capacity, corporate social responsibility, and shared value creation that might help the adoption of
sustainability. Further, future researchers should also conduct with industry and sustainability
experts, along with having a wider population for the study as a whole to have more accurate
results.
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Abstract
This study was carried out to determine how workplace values and ethical considerations
directly and indirectly affect the values of CPAs. The participants of the study are five-hundred
(500) generation X (born 1965-1981) and generation Y (also known as millenials born 1982-1996)
Filipino Certified Public Accountants among four different sectors namely the academe or
education, commerce & industry, government and public practice. A quantitative research design
specifically the partial least square-structural equation modelling (PLS-SEM) including mediation
analysis and multi-group analysis (MGA) were used to determine the direct and indirect effects of
the structural model. Using Schwartz motivational values as a guide, the study revealed that there
is a positive and significant relationship between workplace values of self-transcendence
(benevolence and universalism) and openness to change (self-direction and stimulation) to the
values of the CPAs in practice. Moreover, it was revealed that there is a negative but significant
relationship between workplace values of conservation (tradition and security) and selfenhancement values (power and achievement) with the CPA values.
Also, workplace values significantly affect ethical considerations, while ethical
considerations (or strict adherence to CPAs code of ethics) significantly influences the CPA values
in the practice of the profession. Ethical considerations also mediate the relationship between the
positive relationship openness to change workplace values and CPAs values. Lastly, the multigroup analysis revealed that there is no significant difference on the relationship between
workplace values such as self-transcendence, self-enhancement and openness to change values
with values in the actual practice of the CPA profession except for conservation values. The study
can benefit organizations where professional accountants are part of, as they should become
involved with the organization’s values development and alignment processes. In addition,
stronger enforcing mechanisms must be in place to ensure strict adherence to the CPAs code of
ethics. This research also shed lights on how CPAs shared common workplace values whether a
CPA reports for a local or foreign company. This study provides new perspective on how
workplace values, ethical considerations and values in the actual practice of the profession are
intertwined as it contributes to the knowledge in the accountancy research.
Key Words: Certified Public Accountant, ethical considerations, workplace values, ethics
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Introduction
This is only a sample paragraph; feel free to replace this. As emphasized by the
International Federation of Accountants [IFAC], (2018) the professional practice of accountancy
extends beyond ensuring the quality of financial reporting, but also includes protecting the interest
of the public. And in order to achieve this, accountants must be able to face conflicts between the
central values that the profession intends to uphold and the demands of the real world. Thus, the
role of a practicing Certified Public Accountant, remains to be crucial and critical in the reputation
and credibility of the organization where the accountant is in, its management and the accountancy
profession as whole (Professional Accountants in Business Committee [PABC], (2005).
Based on the statistics of IFAC (2018), there are almost three million professional
accountants in more than 130 countries and jurisdictions worldwide as of date, representing the
four major sectors in accounting namely academe & education, commerce & industry, government
and public practice. Certified Public Accountants are expected to provide high quality and
consistent services to its client which contributes to public’s trust and confidence. Also, under
IFAC is International Ethics Standards Board for Accountants, that served as the global standard
setting-board which aimed at raising the bar for ethical conduct and practice for all professional
accountants around the world. The Philippines, in particular, is a member of IFAC.
According to Philippine Institute of Certified Public Accountants [PICPA] (2018), there
are 149,743 members of the Philippine Institute of Accountants as of May 2018, where 36,295 are
both currently active and are registered in the Professional Regulation Commission in the
Philippines. By the sheer number of professional accountants, the strict monitoring in the
adherence of the standards and code of ethics remain to be a challenge by the regulatory body of
accountants in the country, which is also known as the Board of Accountancy.
Whether within or outside of the country, professional practice of Accountancy requires
the mandatory adherence to the Code of Ethics for Professional Accountants as a basis for ethical
orientation and decision making of Certified Public Accountants (Professional Board of
Accountancy, 2016). Along with the adherence to the Code of Ethics are workplace values which
serves as guide in working and making decisions, and this guidance maybe intentional or
unintentional, because every organization (where a professional accountant is currently in) has
values (Cooper, 2016).
On one hand, the code of ethics provides fundamental principles to the General Application
of the Code, including Standards for Private and Public Practice (Professional Board of
Accountancy, 2016). Such principles as enumerated are integrity, objectivity, professional
competence and due care, confidentiality and professional behavior. On the other hand, values
serve as the foundation and driver of choices and decisions that also explains feelings and
emotions. Values describe what is more important, what needs to be prioritized and serves as a
guide. It also provides motivation and energy to get things done. Values also serve as the point of
connection between one’s individual beliefs, hopes, fears and expectations with one’s surrounding
environment. Alignment in personal values with environment at home, work or with the
community, may mean a sense of well-being. Otherwise, there will be a sense of disengagement
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which impedes a person to reach fulfilment or meet its full potential (Hancock, 2018). Values are
important and lasting beliefs or ideals which are shared by the members of a culture. This tells
what is good or bad, desirable or undesirable and may have major effect on a person's behaviour
and attitude. Values may also serve as broad guidelines in different situations (Business
Dictionary, 2018).
In business studies, there are countless opportunities to study the complex relationships
among values, ethics and business because values and ethics are believed to be intertwined because
it determines one’s character (Yates, 2018). Thus, there exists the need to consider various
perspectives on business values and ethics, this to include the practice of a certain profession,
particularly the Accountancy profession.
Anent to this, there is also need to determine the level of ethical considerations and
workplace values among workforce generations. Based on the Philippine Statistics Authority
(2018), out of the 106,598,600, there are estimated 33,827,400 about 31% belonging to the age
group 20-39 those born from 1981 to 2001 or those who may fall under the workforce group called
Millennials while there are 16,839,700 are within the age group 40-49 years old or otherwise
known as the Generation X.
Many studies have been tackled since the Millennials have entered and took over the
current workforce. Thus, the peculiarities of this unique generation of workforce has already been
an interesting topic for study. Dela Cruz (2016) defines millennials as those who were born
between 1981 and 2000 and are described to be digital natives, craving for growth and experiences
instead of stability and are empowered. In the Philippines, millennials make up one-third of the
total population and are the ones being talked by politicians and marketers to be enticed and
persuaded. Generation X and Y occupy significant workforce, are now merging in the workforce
and are becoming leaders (Bresman, 2017).
The challenge, therefore, is adopting the code of ethics which prompts people to become
professionally committed and to consider ethical practices in the conduct of their profession, which
leads to individual and societal transformation (Kourie 2009; Naidoo 2014).
Thus, this study intends to determine the relationship between individual workplace values and the
values in the actual practice of the accountancy profession and to determine the mediating effects
of ethical considerations, while considering the effect of workforce generation difference, to be
specific between Generation X and Generation Y (Millennials). The study also attempts to answer
the specific questions:
1.
How do workplace values influence the values in the actual practice of the Accountancy
profession among professional accountants?
2.
How do ethical considerations influence the actual practice of the Accountancy profession
among professional accountants?
3.
How do workplace values influence the ethical considerations among professional
accountants?
4.
How do ethical considerations mediate between workplace values and the values in the
actual practice of the Accountancy profession among professional accountants?
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5.
Is there a significant difference on the influence between workplace values and the values
in the actual practice of the Accountancy profession between generation X and Y professional
accountants?
The researcher would like the find the influence of indiviudal workplace values to the
values in the actual practice of the profession, thus would also like to hypothesize the following:
H1a. Self-Transcendence (workplace values) directly influences the values in the practice of CPA
profession.
H1b. Conservation (workplace values) directly influences the values in the practice of CPA
profession.
H1c. Self-Enhancement (workplace values) directly influences the values in the practice of CPA
profession.
H1d. Openness to change (workplace values) directly influences the values in the practice of CPA
profession.
The research also would like to check if the individual workplace values have influence on
the ethical considerations of the researchers. Thus, the researcher attempts to determine the
following:
H2a. Self-transcendence (workplace values) directly influences ethical considerations.
H2b. Conservation directly (workplace values) influences ethical considerations.
H2c. Self-enhancement (workplace values) directly influences ethical considerations.
H2d. Openness to change (workplace values) directly influences ethical considerations.
In order to examine the mediating effects of ethical considerations for both individual
workplace values and values in the practice of the profession, the following hypothesis are set:
H3. Ethical considerations mediate the direct influence of self-transcendence to the values in the
practice of CPA profession.
H4. Ethical considerations mediate the direct influence of conservation to the values in the practice
of CPA profession.
H5. Ethical considerations mediate the direct influence of self-enhancement to the values in the
practice of CPA profession.
H6. Ethical considerations mediate the direct influence of openness to change to the values in the
practice of CPA profession.
The author would also like to find out whether ethical considerations affect the values in the
practice of the profession. Thus sets the following hypothesis:
H7. Ethical considerations directly influence the values in the practice of the profession.
For further study, the researcher would like to test the following differences between Generations
X & Y Certified Public Accountants:
H8a. There is a significant difference on the relationship of self-transcendence (workplace values)
and values in the actual practice of the CPA profession between Generation groups of CPAs (Gen
X vs Y).
H8b. There is a significant difference on the relationship of conservation (workplace values) and
values in the actual practice of the CPA profession between Generation groups of CPAs (Gen X
vs Y).
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H8c. There is a significant difference on the relationship of self-enhancement (workplace values)
and values in the actual practice of the CPA profession between Generation groups of CPAs (Gen
X vs Y).
H8d. There is a significant difference on the relationship of openness to change (workplace values)
and values in the actual practice of the CPA profession between Generation groups of CPAs (Gen
X vs Y).
Values and Values in the Workplace
Individual workplace values are the principles that one person believes, including the
personal standards and behaviour. Having the same workplace values in an organization leads to
a harmonious place, while understanding the workplace values may help avoid conflicts and serve
as a guide if the organization create the right environment for its employees (Weedmark, 2018).
Whether the organization is old or new, these core values must stay intact as it affects how the
business may operate and contribute to the long-term success of the organization. Values must
flow down from executive level to the business units and put the right values as they are adhered
from top to down (Hsing, 2012).
Schwartz (2012) discusses the nature and features that are common to all values. The theory
basically identifies ten basic values recognized among cultures. A model is also constructed that
shows the ten basic values can be depicted in a circular diagram the presents the motivations each
value expresses. This is a result of findings among eight-two countries (82). This can be used to
identify the most important principles within a group of people and related to profession. Simon
et al (2017) explained Schwartz as one of the two most important instruments that is being used to
assess the human values and reiterated that the values is one that change overtime and does not
remain stable; thus values are concepts or beliefs, which pertain to desirable ends or states of
behavior which normally stands out in specific situations, serving as a guide in evaluating
behaviors and events based on its relative importance.
The different motivational values type is presented on Table 1 and can be further classified
into four higher-order value that creates to opposite dimensions: these are self-transcendence and
self-enhancement the first contrasting group, while conservation and openness to change as the
next contrasting group (Simon et al, 2017).
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Research Framework

Figure 1. Conceptual Framework on Ethical Considerations and Values in the Practice of
CPA Profession
Figure 2 presents the research framework necessary to execute the research. This aim to
check how Individual Values in the Workplace influences ethical considerations. It also studies
how ethical considerations affects the values in the practice of the accountancy profession. The
mediating effect of ethical considerations between workplace values and values in the practice of
the accountancy profession is also considered. The moderating effect of workforce difference
between Generation X and Generation Y CPAs will be tackled in the study.
Methodology
Research Design
In this study, ethical considerations and values in the actual practice of the CPA profession
are the exogenous variables, while values in the workplace is the endogenous variable. The design
of the study is causal predictive in nature since it ascertained that the occurrence of, or change in,
the exogenous variable leads to changes in the endogenous variables, using quantitative
techniques. It investigated the relationship of workplace values, ethical considerations and values
in the practice of the profession, including the mediating effect of ethical considerations between
the relationship of workplace values and values in the practice of the profession given the
moderating effect of workforce generations (Generation X & Y).
Sampling and Participants
Purposive sampling method was employed while the sample size will be determined using
the software Warp PLS 6.0 particularly the Gamma Exponential Method using the inverse square
Root method under the Structural Equation Modelling. The inverse square root method uses
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inverse square root of the size of the sample was used in estimating standard error. The gammaexponential method uses gamma and exponential smoothing function corrections which will be
utilized in estimating standard error. The inverse square root and gamma-exponential methods
simulate Monte Carlo experiments, and the estimates produced by these methods are the same as
the estimates produced by Monte Carlo method (Kock and Hadaya, 2018). Convenience sampling
technique was also used in the distribution of questionnaires.
The sample of the study comprised of Certified Public Accountants among the four
different sectors of the Accountancy profession namely: academe or education, commerce and
industry, government and public practice. Convenience sampling was used and out of the 500
survey forms instruments that were distributed, only 413 were completely answered or a response
rate of 83%. Google forms were also posted through Facebook, were also used and only 87
qualified participants responded to survey. A total of 500 certified public accountants based in the
Metropolitan Angeles City were the participants of the study.
One way to check to sufficiency of the sample size, is with the use of the inverse square
root method and gamma-exponential methods which were used. According to Kock and Hadaya
(2018), one of the most fundamental issues with the use of PLS-SEM is the minimum sample size
estimation, which can be achieved by the use of the of the two aforementioned methods. The
inverse square root method uses the inverse square root of a sample size for standard error
estimation which is a very important step in minimum sample size estimation. The second method
is gamma-exponential method that relies on gamma and exponential smoothing function
corrections applied to inverse square method (the first method). The Monte Carlo experiments
showed that both methods are fairly accurate making the first method more attractive because of
its simplicity.
With the minimum significant path coefficient 0.11, significance level of 0.05 and power
level of .80, the results of sample size estimation are 511 for the inverse square root method and
498 for the gamma-exponential method. Therefore, the sample size of 500 is sufficient enough to
explain the results of the structural model. Both tests were conducted using WarpPLS 6.0 (Figure
3).
Participants randomly came from the four sectors of the Accountancy profession which
are Academe or Education, Commerce and Industry, Government and Public Practice. Millennial
accountants, by operational definition will be those who are born from the year 1982 to 2003 while
some of them has entered the workforce in Pampanga (The Brookings Institution, 2014). Below is
the demographic profile of the respondents.
Table 5 presents the demographic profile of the respondents. Most of the respondents
(83.8%) are from Generation Y or millennials out of the 500 respondents. More than 60% belong
to the commerce and industry sector and have less than 10 years of work experience (78.6%),
while some of the respondents are holding a bachelor’s degree (86.0%).
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Research Instruments
The questionnaire had four parts. The first part contains profile categories such as name,
age, sex, sector, highest educational attainment, length age and highest educational attainment.
This provided basic information about the respondents.
The second part is a questionnaire which is the short Schwartz’s Value Survey which is
aimed to identify the values that is in consonance or opposed principles based on the varying
degrees that the Professional Accountant or CPA can identify himself or herself. As to the
assessment of the respondents on the level of importance of their values as life-guiding principle
in their individual workplace area, the respondents were asked to rank the values that correspond
to the statement. All items used a six-point Likert scale.
The third part of the questionnaire contains statements that assesses the level of ethical
considerations the Certified Professional Accountant based on the Code of Ethics for Professional
Accountants (IFAC, 2013), particularly under the general application part of the Code. This also
uses a six-point Likert scale.
Data Analysis
Partial least square structural equation modelling (PLS-SEM) using Warp PLS 6.0 was
used to measure the variables of structural model. PLS-SEM provides structural model which
displays the relationships through paths between or among constructs. The measurement models
also display the various relationships between constructs and variables.
Moreover, as the present study also evaluates the mediating effects of ethical
considerations, a mediation-based research was used. A mediation model measures how
mediator/s, to some extent, absorb the effect of the exogenous construct on an endogenous variable
in PLS-SEM (Hair et al, 2014).
A Partial Least Squares-Structural Equation Modelling (PLS-SEM) was used to examine
the interrelationship between and among the six constructs which are higher order values type
which is composed of self-transcendence, conservation, self-enhancement and openness to change,
ethical considerations and values in the actual practice of the profession. The PLS-SEM follows a
multi-stage process that includes model specification, outer model evaluation and inner model
evaluation. At this stage, the inner model also known as the structural model, and outer model also
known as measurement model are established. The structural model (inner model) shows the
relationships among the constructs under the study while the measurement model (outer model)
provides the evaluation of the relationships between the items and corresponding constructs (Hair
et al, 2014).
The second step is known as the outer model evaluation wherein PLS-SEM algorithm is
being run in order to test perform tests of reliability and validity of the constructs of the study. The
final step is the inner evaluation model that includes an assessment of the hypothesized relationship
within the structural model (Hair et al, 2014).
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Ethical Considerations
The consent of the participants was obtained and assurance not to reveal personal
information based on the results was explained. Results of the research were used for academic
and knowledge preservation purposes only. References of the authors are acknowledged by citing
them as references of the study. The results of the study are limited to knowledge preservation and
academic purposes only.
Results and Discussion
Reliability is the extent that whatever the instrument measures, it measures consistently
(Siegle, 2013). According to Huck (2007), testing for reliability is very important because refers
to the consistency across the parts of a measuring instrument. The scale is said to have a high
internal consistency reliability if the items of a scale in the instrument “hang together” and measure
the same construct (Huck, 2007, Robinson, 2009). There are two measures of reliability - the
Cronbach’s Alpha and composite reliability (Roldan and Sanchez-Franco, 2012; Kock, 2018).
Comparing the two measures of reliability, the composite reliability generally, is a more acceptable
measure that is available (Dillon & Gold Stein, 1984; Peterson & Yeolib, 2013). Moreover, both
Cronbach Alpha and composite reliability coefficients must be higher equal or greater than 0.7
(Fornell and Larcker, 1981; Nunally, 1978; Nunnally and Bernstein, 1994). Table 8 presented that
all constructs (after item reduction, where 12 statement items were removed out of the 46
statements) reflects high reliability where composite reliability is greater than 0.7 (even if the some
of the Cronbach Alpha is less than 0.7). Again, it is to be noted that the use of composite reliability
is more acceptable compared to Cronbach Alpha.
In terms of construct validity, both convergent and discriminant validity checks were
executed. According to Kock (2018), convergent validity measures the quality of a measurement
instrument, that itself contains a set of questions. A good convergent validity is achieved if the
question, statements or other measures associated with each latent variable are clearly understood
by the respondents from which they are intended by the designer or author of the research. To say
that a measurement model has an acceptable construct validity, the p-values of each item must be
equal to or lower than 0.05 and the loadings must be equal or greater than 0.5 (Hair et al., 1987;
2009; Kock, 2018). Item loading refers to the correlation between the construct and the item (Kock,
2018). Table 6 again presents that the factor loadings for each item (after the second run and item
reduction from Appendix C). All constructs are statistically significant at 0.001 (p<.001) and the
item loadings are greater than 0.5.
The assessment of the convergent validity includes the measurement of the amount of the
variance of each variable from its items in relation to the amount due to measurement error or
simply the average variance extracted or (AVE). This is a measure that is being used to assess
convergent validity which is the average of the variance amount in indicator variables that a
construct is able to explain (IGI Global, 2019). According to Fornell and Larcker (1981), the AVE
must be equal or greater than 0.5, but for instances where the AVE is less than 0.5 (Table 9, values
in the actual practice of the profession construct) the composite reliability must be higher than 0.6
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in order to for the construct validity to be adequate. Therefore, the coefficients of AVE were able
to satisfy the acceptable validity requirements.
Reliability is the extent that whatever the instrument measures, it measures consistently
(Siegle, 2013). According to Huck (2007), testing for reliability is very important because refers
to the consistency across the parts of a measuring instrument. The scale is said to have a high
internal consistency reliability if the items of a scale in the instrument “hang together” and measure
the same construct (Huck, 2007, Robinson, 2009). There are two measures of reliability - the
Cronbach’s Alpha and composite reliability (Roldan and Sanchez-Franco, 2012; Kock, 2018).
Comparing the two measures of reliability, the composite reliability generally, is a more acceptable
measure that is available (Dillon & Gold Stein, 1984; Peterson & Yeolib, 2013). Moreover, both
Cronbach Alpha and composite reliability coefficients must be higher equal or greater than 0.7
(Fornell and Larcker, 1981; Nunally, 1978; Nunnally and Bernstein, 1994). Table 8 presented that
all constructs (after item reduction, where 12 statement items were removed out of the 46
statements) reflects high reliability where composite reliability is greater than 0.7 (even if the some
of the Cronbach Alpha is less than 0.7). Again, it is to be noted that the use of composite reliability
is more acceptable compared to Cronbach Alpha.
In terms of construct validity, both convergent and discriminant validity checks were
executed. According to Kock (2018), convergent validity measures the quality of a measurement
instrument, that itself contains a set of questions. A good convergent validity is achieved if the
question, statements or other measures associated with each latent variable are clearly understood
by the respondents from which they are intended by the designer or author of the research. To say
that a measurement model has an acceptable construct validity, the p-values of each item must be
equal to or lower than 0.05 and the loadings must be equal or greater than 0.5 (Hair et al., 1987;
2009; Kock, 2018). Item loading refers to the correlation between the construct and the item (Kock,
2018). Table 6 again presents that the factor loadings for each item (after the second run and item
reduction from Appendix C). All constructs are statistically significant at 0.001 (p<.001) and the
item loadings are greater than 0.5.
The assessment of the convergent validity includes the measurement of the amount of the
variance of each variable from its items in relation to the amount due to measurement error or
simply the average variance extracted or (AVE). This is a measure that is being used to assess
convergent validity which is the average of the variance amount in indicator variables that a
construct is able to explain (IGI Global, 2019). According to Fornell and Larcker (1981), the AVE
must be equal or greater than 0.5, but for instances where the AVE is less than 0.5 (Table 9, values
in the actual practice of the profession construct) the composite reliability must be higher than 0.6
in order to for the construct validity to be adequate. Therefore, the coefficients of AVE were able
to satisfy the acceptable validity requirements.
Linear Model Hypotheses Explanations
Figure 2 reflects the path model and the corresponding path coefficients. The results are
presented in Figure 4 revealed that self-transcendence values (β=0.11, p <.01) and openness to
change values (β=0.11, p <.01) are significantly and positively related with the values in the actual
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practice of the CPA profession. While conservation (β= -.034, p <.01) and self-enhancement
values (β= -0.18, p <.01) are significantly and negatively related with the values in the actual
practice of the CPA profession.
Moreover, self-transcendence values (β=0.22, p <.01) and openness to change values
(β=0.32, p <.01) are significantly and positively related with the ethical considerations.
Conservation values (β=0.02, p =0.31) are positively and non-significantly related with ethical
considerations, and on the other hand, self-enhancement values (β= -0.04, p <.01) are negatively
and non-significantly related with ethical considerations.
In terms of ethical considerations and the values in the actual practice of the CPA
profession, the results showed they are positively and significantly related (β=0.19, p <.05).
Direct and Indirect Effects
Findings of the study have shown that workplace values particularly self-transcendence
values (β=0.106, p= 0.008) and openness to change values (β=0.114, p =0.005) positively affects
values in the actual practice of the CPA the profession. The positive beta coefficients indicate that
self-transcendence values (Cohen's f2 = 0.007) and openness to change values (Cohen's f2 = 0.007)
augments values in the actual practice of the CPA profession with small effect sizes. Therefore,
hypotheses H1a and H1d are accepted Moreover, conservation values (β= -0.344, p< 0.001) and
self-enhancement values (β= -0.179, p< 0.001) negatively affects values in the actual practice of
the CPA profession. The negative beta coefficients show that conservation values (Cohen's f2 =
0.126) and self-enhancement values (Cohen's f2 = 0.048) diminish values in the actual practice of
the CPA profession with small effect sizes. Thus, hypotheses H1b and H1c are also accepted.
In terms of the high-order values type’s relationship with ethical considerations, both selftranscendence values (β= 0.219, p< 0.001) and openness to change (β= 0.317, p< 0.001) values
positively affects ethical considerations. An increase in the CPAs self-transcendence values
(Cohen's f2 = 0.075) and openness to change values (Cohen's f2 = 0.126) positively affect a CPAs
ethical considerations. In this case, hypotheses H2a and H2d are accepted.
On the other hand, both conservation values (β= 0.023, p=0.306) and self-enhancement
values (β= -0.041, p=0.176) are not significantly related to ethical considerations. Therefore, H2b
and H2c hypotheses are rejected.
Finally, ethical considerations (β= 0.190, p < 0.001) significantly affects the values of the
CPAs in the actual practice of the profession. As CPAs follow ethics, the values in the actual
practice are also enhanced. Thus, hypothesis 7 is also accepted.
Table 11 also shows the indirect effects of the mediation model. The findings of the study
revealed that ethical considerations does not mediate the relationship between self-transcendence
values (β= 0.042, p = 0.093), conservation values (β= 0.004, p = 0.446) and self-enhancement
values (β= - 0.008, p = 0.402) with values in the actual practice of the CPA profession. Therefore,
hypotheses H3, H4 & H5 are rejected.

549 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

However, the results are significant for ethical considerations acting as mediators between
openness to change (β= 0.060, p = .028, less than .05) and the values in the actual practice of the
CPA profession. This means that openness to change values is positively related to ethical
considerations (Cohen's f2 = 0.009) which later on, affects values in the actual practice of the CPA
profession with small effect sizes. Thus, hypothesis H6 is accepted.
Table 1.
Direct and Indirect Effects of the PLS Path Model
Hypothesis

β

SE

p-value

Cohen's
f2

Decisi
on

Direct Effects
H1a. Self-Transcendence → CPA
0.106
0.044 0.008
0.007
Accept
Values
H1b. Conservation → CPA Values
-0.344
0.043 <0.001
0.126
Accept
H1c. Self-Enhancement → CPA
-0.179
0.044 <0.001
0.048
Accept
Values
H1d. Openness to Change → CPA
0.114
0.044 0.005
0.017
Accept
Values
H2a. Self-Transcendence → Ethical
0.219
0.044 <0.001
0.075
Accept
Considerations
H2b. Conservation → Ethical
0.023
0.045 0.306
0.003
Reject
considerations
H2c. Self-Enhancement → Ethical
-0.041
0.044 0.176
0.005
Reject
Considerations
H2d. Openness to Change → Ethical
0.317
0.043 <0.001
0.126
Accept
Considerations
H7. Ethical considerations → CPA
0.190
0.044 <0.001
0.035
Accept
Values
Indirect Effects
H3. Self-Transcendence → Ethical
0.042
0.031 0.093
0.003
Reject
Considerations → CPA Values
H4. Conservation
→ Ethical
0.004
0.032 0.446
0.002
Reject
Considerations → CPA
H5. Self-Enhancement → Ethical
-0.008
0.032 0.402
0.002
Reject
Considerations → CPA Values
H6. Openness to Change → Ethical
0.060
0.031 0.028
0.009
Accept
Considerations → CPA Values
Cohen's f2 is the Cohen’s (1988) effect size: 0.02 = small, 0.15 = medium, 0.35 = large;
SE = standard error; β = standardized path coefficient
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Table 12
Significant Difference on the Relationship of Workplace Values and Values in the Actual
Practice of the CPA Profession between Generation X and Y
Absolut
P-value
β
β
e Latent
TDecisio
Hypothesis
SE
(one(Gen Y) (Gen X) Growth
ratios
n
tailed)
Coeff.
H8a.
SelfTranscendence →
0.050
0.090
0.021
0.045
0.317
0.477
Reject
CPA Values
H8b.
Conservation → -0.286
-0.390
0.110
0.044
0.006
2.490 Accept
CPA Values
H8c.
SelfEnhancement → -0.229
-0.147
0.048
0.044
0.142
1.073
Reject
CPA Values
H8d. Openness to
Change → CPA
0.275
0.104
0.004
0.045
0.460
0.100
Reject
Values
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Abstract
The attainment of the sustainable development goal focused on good health and well-being
is dependent on the existence of a robust and thriving health care industry. Nurses play a vital role
in this industry primarily in giving patient care. The 35-40% attrition rate among nurses
experienced by private hospitals at present threatens organizational sustainability. Extant literature
mentions the influence of personality traits on stress and burnout among others as reasons of nurse
turnover. This prompted the researchers to examine the personality traits and level of compassion
fatigue among nurses of a tertiary level private hospital in Cebu City. In this study, burnout (BO)
and secondary traumatic stress (STS) define compassion fatigue.
This descriptive, correlational, and cross sectional research surveyed 123 staff nurses
assigned in the special care units of the hospital. However, there were only 105 returned
questionnaires with complete data. The data on personality traits were collected using the Big Five
Personality Test scale (Socha, Cooper, & McCord, 2010). The ProQOL version 5 scale of Stamn
(2010) was used to collect data on the level of BO and STS. Data were analyzed using SPSS
version 25.
Results revealed that respondents had average levels of the traits openness, extroversion
and neuroticism and high levels of the traits conscientiousness and agreeableness. Average levels
of BO and STS were also noted. Moreover, results showed significant negative relationships
between BO and conscientiousness, extroversion, agreeableness and neuroticism while the traits
conscientiousness, agreeableness and neuroticism had significant negative correlation with STS.
Thus, the higher the levels of the big 5 personality traits, the lower is the BO and STS levels.
It can be concluded that nurses with average to high levels of the traits Openness,
Conscientiousness, Extroversion and Agreeableness can cope very well with compassion fatigue.
Low level of Neuroticism trait is ideal in the healthcare industry. Although the study showed
average BO and STS levels, it would be prudent to keep this at low levels. Some of the identified
interventions that need to be implemented to somehow keep BO at low levels include the purchase
of devices that decrease physical exertion in performing nursing tasks, automation of identified
standard processes, conduct of multi-disciplinary meetings and self-awareness, and effective
communication trainings. To reduce STS levels further, the hospital may provide training for
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nurses to cope with death related grief, implement buddy system, and provide opportunities for
cross-functional team bonding activities.
Introduction
The sustainable development goal 2030 spearheaded by the United Nations has considered the
attainment of quality of health standards and promotion of the welfare for young and old people
as objective number 3. This puts focus on the Philippine healthcare industry as an important
stakeholder in this endeavor where nurses play an important role in the healing process by
providing direct patient care (George & Reyes, 2017). The inability to hire and to adequately
address hospital staffing levels together with the continued migration and turnover of nurses
impacts patient safety and hospital operational sustainability.
Perrin, Hagopian, Sales and Huang (2007) described the significant difference between
government and private hospitals nursing-staffing situation in the Philippines and noted a 17%
turnover rate of staff nurses in government hospitals in 2004. In 2018, HR practitioners of private
hospitals shared that a turnover rate of 35-40% for staff nurses is now the new normal. Filipino
nurses considered low wages and below standard benefit packages, lack of personal development
opportunities, work load with high nurse to patient ratios and poor nursing law enforcement as
factors for nurse migration (Labrague, McEnroe-Petitte, Tsaras, Cruz, Colet, & Gloe, 2018). This
is validated by the study of George et al. (2017) which noted a nurse patient ratio of 1:30 in
government run hospitals in the Philippines compared to the ideal ratio of 1:12.
Schaufeli (2017) posited that when organizations decrease job demands and increase job
resources through increasing personal resources and provide stimulating leadership environment,
the incidence of BO decrease and increase in work engagement is obtained. The exposure and
interaction of healthcare workers with terminally ill patients is a common “job demand” which can
lead to the phenomenon called compassion fatigue. Compassion fatigue is a reaction to stress
experienced by healthcare professionals and refers to the decline in the capacity to care for others
due to the nature of one’s work and that nurses experience impairment in their physical, social,
emotional and spiritual health due to stress brought about by the high volume of interaction with
complex patients on a daily basis (Sinclair, Raffin-Bouchal, Venturato, & Mijovic-Kondejewski,
2017). The correct matching of the right person with the appropriate personality, knowledge, and
skills to the right position (Afsar, Badir & Khan, 2015) is a proactive strategy to counter the effects
of compassion fatigue.
The hypothetical conceptual model of professional quality of life of Yu, Jiang and Shen (2016)
was utilized to frame the variables of the study, namely, big five personality traits and compassion
fatigue elements, BO and STS. The framework of Patterson, Grenny, Maxfield, McMillan and
Switzler (2008) called Six Sources of Influence Model which identified motivation and ability in
assessing personal, social and structural domains was the basis in drafting recommended
intervention programs for the organization.
This research conducted on a tertiary level private hospital in Cebu City, aimed to find out the
personality traits and compassion fatigue level among nurses assigned in the special care units.
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The desired outcomes of the study were recommendations for the desired personality profile of
nurses to be assigned in the special care unit and intervention programs to address compassion
fatigue. Specifically, the researchers aimed to address the following research objectives: 1)
determine the personality profile of nurses, 2) determine the level of compassion fatigue of nurses,
and 3) determine the relationship between personality traits and compassion fatigue of nurses.

Review of related literature
Compassion Fatigue
Joinson (as cited in Boyle, 2011) defined compassion fatigue phenomenon as the diminished
ability of health providers to attend to and experience empathy with others who are in need of the
care as a result of constant exposure to negative and traumatic experiences. The term “compassion
fatigue” was intentionally used to provide a less stigmatizing term to describe STS (Figley, 2002).
However, Fernando and Consedine (2014) presented the issue in the use of the term which resulted
to a negative connotation of diminished empathy of care providers due to prolonged exposure to
traumatic conditions. Concerns regarding the solid operational foundation of the concept of
compassion fatigue in its applicability to different professions with varying degrees of exposure to
traumatic experiences, standard manner of measurement, and making diagnosis difficult due to the
presence of more than 40 physical, behavioral, spiritual and psychological symptoms were raised
by Sinclair et al. (2017).
Stamm (2005) claimed that the ProQOL (the third revision of Compassion Satisfation/Fatigue
Self-Test) was a good measurement tool for compassion fatigue and the issues raised about the
challenge in separating the element of BO from STS was eliminated. The subscales of compassion
satisfaction, BO, and compassion fatigue were found to be internally consistent (Stamm, 2010;
Galiana, Arena, Oliver, Sanso & Benito, 2017) and that STS and BO are psychometrically different
constructs and empirically distinct based on confirmatory factor analyses results (Galiana et al.,
2017). A direct measure of compassion fatigue was unavailable and that scores should be treated
as stand-alone specific numbers and efforts to create a composite indicator to date had been made
but no satisfactory arrangement had been discovered.
“Compassion fatigue is associated with a sense of helplessness and confusion; there is a
greater sense of isolation from supporters” (Figley, 2002, p. 1436). This element was associated
with high level of workload or an exposure to a work environment with minimal emotional and
psychological support. High scores in BO were equated with a high risk for BO. STS was linked
with work related secondary exposure to traumatic conditions/events in caring for those who have
sustained physical or emotional injuries. The symptoms of STS may be manifested through the
emotion of being fearful, difficulty in sleeping and avoidance of triggers that served as a reminder
of the traumatic event. High scores in this element should prompt an individual to evaluate his
work view and work environment. (Stamn, 2010; Figley, 2002)
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Personality Traits and the Big Five Personality Model
John and Srivastava (1999) stated that availability of various personality assessment tools
using the same names but not measuring similar constructs or scales using different names
measuring the same constructs led to the difficulty in making a unified personality taxonomy
acceptable for all researchers. John et al. (1999) further posited that the emergence of the big five
broad dimensions of personality namely, extraversion, agreeableness, conscientiousness,
neuroticism and openness to experience was an improvement in establishing a common framework
providing the broadest level of distinct and specific personality characteristics.
NEO PI-R of Costa and McCrae, BFI developed by John, Donahue and Kentle, NEO FFI of
Costa and McCrae, TDA developed by Goldberg and the M5-50 developed by McCord as
examples of the Big Five Factor tools (Gosling, Rentfrow & Swann, Jr., 2003; Socha et al., 2010).
The availability of many instruments to test personality traits and the difficulty to pin down
universal meanings to the different trait dimensions showed the absence of an ideal standard
instrument for this endeavor (John et al., 1999).
Barrick and Mount (1991) cited the different descriptors of each of the dimensions of the big
five personality traits. Extraversion, was associated with the tendency to be sociable, gregarious
and assertive while Emotional Stability or Neuroticism was associated with the traits of being
anxious, emotional and depressed. Agreeableness was associated with the traits of being courteous,
flexible and tolerant. Conscientiousness was associated with the traits of dependability, responsible
and organized while Openness to experience was associated with the traits of being curious,
artistic, and intelligent.
The current research used the definition reflected in the score sheet of the M5-50 Big Five
Personality Test available for free online. Extroversion refers to the tendency to seek fulfillment
from outside sources. High scores indicate a person’s tendency to be very social while low scorers
have the inclination to work alone. Agreeableness reflects the trait of adjusting one’s behavior to
suit others. High scores reflect one’s propensity to be likable and being polite to others while low
scores indicate one’s propensity to express oneself the way it is. Conscientiousness reflects the
tendency to be honest and hardworking and high scores of this trait show the preference to follow
rules while low scorers show the inclination to be haphazard. Neuroticism in this tool was defined
as the tendency of being emotional. Openness to experience shows the tendency to seek new
experience and intellectual pursuits. High scorers show the predisposition to dream a lot while low
scorers seem to be down to earth.
The Big Five Personality Traits and Compassion Fatigue
Review of available literature on the relationship of the Big Five Personality traits and
compassion fatigue is limited. The study of O’Mahony, Ziadni, Hoerger, Levine, Baron and
Gerhart (2017) investigating the relationship of personality factors and years of work experience
and level of compassion fatigue of palliative care clinicians in Midwest Academic Medical Center,
revealed that long tenured palliative clinicians had lower BO level and higher level of satisfaction
contrary to the belief that the longer an individual was exposed to traumatic conditions the higher
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the BO level. The results further showed that high score in agreeableness produced high level of
satisfaction and low level of BO but did not relate to STS. High neuroticism score was strongly
associated to STS and BO.
Yu et al. (2016) used ProQOL in investigating the factors that lead to the incidence of
compassion fatigue, BO, and compassion satisfaction among Chinese oncology using the Chinese
version of the Big Five Personality Inventory. The investigation showed that higher levels of
compassion fatigue and BO were observed in tenured nursing practitioners working in secondary
hospitals. Training, positive and empathetic work environment acted as organizational support
thus decreasing incidence of compassion fatigue and BO while proper perspective taking increased
compassion satisfaction and the traits of openness and conscientiousness were directly correlated
with compassion satisfaction while neuroticism was directly correlated with compassion fatigue
(Yu et al., 2016).
Zellars, Perrewe and Hochwarter (2000) conducted a study on nurses in a large hospital in one
of the major metropolitan cities of the United States to test which dimensions of the big five
personality traits had an effect on the 3 components of BO which were emotional exhaustion,
depersonalization, and diminished personal accomplishment. The result showed that neuroticism
failed to predict depersonalization and personal accomplishment but had significant influence on
levels of emotional exhaustion. Zellars et al. (2000) further stated that higher levels of the trait
agreeableness showed a reduced tendency to depersonalize a patient while extraversion was
positively associated with less depersonalization and in perceiving fewer personal
accomplishments. Openness had marginal significance with depersonalization and warranted
further study but appeared to allow individuals to perceive greater personal accomplishments.
What was interesting to note was the failure of conscientiousness to predict any of the BO
components.
Chen, Tsai, Lu, Lin, Lu and Wang (2018) posited that the personality traits of agreeableness,
extraversion, conscientiousness, and involvement in outdoor activities were determinants of
compassion satisfaction, and highlighted that the personality traits of conscientiousness,
agreeableness, and emotional stability were negatively associated with compassion fatigue.
Married pediatric nurses with high emotional stability score had lower compassion fatigue scores
compared to single pediatric nurses with same emotional stability scores. Risk factors in predicting
compassion fatigue were emotional stability and marital status. However, in this same study, it
was noted that contrary to other studies, pediatric nurses had low level of compassion fatigue and
this was attributed to the presence of supportive workplace culture.
Intervention Programs
The six sources of influence of Patterson et al., (2008) served as the framework for the
recommended intervention programs to bring about sustainable change. Gralton and Brett (2012)
utilized the six sources of influence in a study aimed to improve the comprehensive delivery care
model of the Children’s Hospital of Wisconsin to go beyond audits where leaders were made to
understand how each source of influence inter relate and impact each other as planned changes
were implemented. Puddester (2014), came up with a recommendation of strategies for fatigue
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management of resident doctors in Canada using the six sources of influence framework and
identified the lack of motivation due to lack of skill and lack of insight as sources of personal
motivation and ability influencers, while peer pressure was identified as a strong social motivation
influence source and lack of institutional policies and policies were considered as structural
organizational ability concern.
Conceptual Framework

Figure 1. Personality Trait - Compassion Fatigue Impact Model (adapted from Yu, Jiang and
Shen, 2016)
The conceptual framework used in this study was the Personality Trait - Compassion Fatigue
Impact model (Source, year) (see Figure 1) to investigate the relationship between the big five
personality traits (openness, conscientiousness, extraversion, agreeableness and neuroticism) and
compassion fatigue through the elements of BO and STS. The results of the research aided in the
recommendation of the personality profile of nurses to be assigned in the special care units and for
the creation of human resource intervention programs designed to mitigate the impact of
compassion fatigue.
Research Methodology
The current study adopted the descriptive, correlational, and cross-sectional research design
to investigate the relationship between personality traits using the Big Five Personality Test
questionnaire and compassion fatigue using the ProQOL version 5 instrument among nurses
assigned in the special care units of a tertiary level private hospital in Cebu City. The quantitative
data gathered, was analyzed using SPSS version.
Research Respondents
The respondents (i.e., the number of respondents follows the unit enclosed in parenthesis) of
this study were Philippine licensed registered nurses assigned in the identified specialized care
units, namely, Cardiovascular Critical Care Unit (CCU) – (N=11), Neuro Critical Care Unit
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(NCCU) – (N=22), Intensive Care Unit (ICU) – (N=27), Intermediate Care Unit (INT) – (N=21),
Neonatal Intensive Care Unit (NICU) – (N=18) and Pediatric Intensive Care Unit (PICU) – (N=6).
Nurses assigned in these identified units had minimum of 6 months regular Patient Care Unit
(PCU) experience to ensure adjustment and familiarization with patient care processes and
protocols prior to transfer to the special care units.
Research Instruments and Procedures
The research used the M5-50 Five Big Personality Test scale (Socha et al., 2010). The
reliability values (Cronbach alpha) for the traits are as follows: Extroversion = .863,
Agreeableness = .759, Conscientiousness = .849, Neuroticism =.864 and Openness =.778. The
questionnaire contained 50 items asking the respondents to express their degree of agreement or
disagreement to each item using the following rating scale: 1-disagree; 2- slightly disagree; 3neutral; 4- slightly agree, and 5- agree. The rating resulted to a score of between 0 to 40 for each
personality trait. Each trait has 10 items.
The Professional Quality of Life (ProQOL) version 5 (Stamn, 2010), a 30 item questionnaire,
was used to determine the scores of BO and STS. Rating was according to frequency of occurrence
of the experience within the past 30 days. Ratings were 1- Never; 2- Rarely; 3- Sometimes; 4Often and 5- Very Often. Stamm (2010) stipulated the average score of BO (S. D. = 10) as 50 and
a 0.75 alpha scale reliability. STS (S.D. = 10) had an average score of 50 and a scale reliability of
0.758. Big Five Personality Test scores were interpreted as 0-7 (very low), 8-15 (low), 16-23
(average), 24-31 (high) and 32-40 (very high). Both BO and STS used the sum of the questions
per element with scores 22 or less (low), between 23 and 41 (average) and 42 or more (high).
The Institutional Review Board of the tertiary level private hospital granted the approval in
the conduct of the study. Respondents were asked to answer both test questionnaires while scoring
and interpretation was handled by the researchers. All data collected were treated with
confidentiality in compliance with the Data Privacy Act.
Findings and Interpretation of Data
Demographics of Target Participants
The research respondents were - 123 staff nurses of the hospital. Of this number, only 105
completely filled out questionnaires were useable and yielded a participation rate of 85% (N =
105). Results revealed that 71% of the workforce assigned in the special care units were female (N
= 75), 86% single (N = 90), 90% between the ages of 21 to 35 (N = 95) and 47% had tenure of 1
to 2 years (N = 49). Results of the demographic factors tenure and age were a reflection of the
reality that upon completion of employment contracts, nurses resign for opportunities overseas
living behind nurses with minimal nursing work experience. Studies on intention to leave
(Labrague et al., 2018; Liang, Tang, Wang, Lin, and & Yu, 2016) identified new and younger
nurses to be highly predisposed to leaving the organization, due to issues related to low salaries,
opportunities for advancement, and increase in workload.
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Personality Traits of Nurses in the Different Special Care Units
Results of the study revealed an overall mean score for the openness trait of 23.49 ( S.D. =
3.69). The mean scores for nurses in CCU, ICU, and NCCU were 25.00, 24.41, and 24.05,
respectively. The average to high level of Openness indicates the ability of nurses to welcome
difficult cases and additional patient load. This behavioral pattern allows the nurses to handle
varying needs and complex demands of the patients’ significant others.
The high level of the conscientiousness trait was noted (M = 26.8 ,S.D. = 5.03). This trait
proves to be very useful in enabling nurses to observe patient care protocols despite long duty
hours. Extroversion was at average level with a mean score of 18.46 (S.D. = 5.77). Among the
nurses assigned to various units, only NICU nurses showed low level of Extroversion (M = 15.44,
S.D. = 6.46). Low level of the trait extroversion would present a tendency to be reticent in
communicating and dealing with patients and significant others.
High mean score of 26.43 (S.D. = 4.61) denoted high level of Agreeableness in the different
special care units. A high score facilitates smooth working relationship among nurses in
multidisciplinary teams. Neuroticism was seen at an average level (M = 18.08, S.D. = 5.81). A
low score (indicating emotional stability) for this trait is desirable as it allows nurses during
stressful situations to calmly perform designated tasks and roles as taught in numerous trainings.
PICU posted the lowest level of Neuroticism at a mean score of 14.17 (S.D. = 2.93) which indicates
that nurses in this unit tend to be the most emotionally stable compared to nurses in the other units.
Levels of Compassion Fatigue of Nurses in the Different Special Care Units
Average level of BO and STS were noted in nurses deployed in these areas. BO yielded a
mean score of 25.93 (S.D. = 4.84) while STS showed a mean score 25.17 (S.D. = 5.82). The 12
hour shifts due to unfilled staff nurse headcount, increased workload due to increasing nurse to
patient ratio and sometimes unsupportive multidisciplinary team were identified causes of BO.
Constant exposure to terminally ill patients admitted in the special care units and dealing with
demanding significant others raised the incidence of STS. The 90% occupancy rate with reduced
number of nurses resulted to more load and extended work hours for nurses explained the level of
BO. Long work hours that extend the exposure of staff nurses to traumatic experiences explained
high level of STS.
PICU posted the lowest level of BO with a mean score of 22.50 (S.D. = 1.87) and STS mean
score of 21.50 (S.D. = 2.81), compared to the other units. This was attributed to fewer number of
patients to take care of and fewer significant others to deal with.
Sprang, Clark and Whitt-Woosley (2014) posited that long working hours, length of the
duration of assignment and number of caseloads involving trauma patients increase the incidence
of STS and BO while George et al. (2017) stated that BO among nurses were common occurrence
due to increase in workload which required physical exertions and continued patient monitoring.
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Relationship of Personality Traits and Compassion Fatigue of Nurses
Table 1 shows the over-all relationship between the different personality traits and the
elements of compassion fatigue, namely, BO, and STS. BO had negative relationship with
Conscientiousness (r = -.359, p = 0.000), Extroversion (r = -.391, p = 0.000), Agreeableness (r =
-.429, p = 0.000), and Neuroticism (r = -.453, p = 0.000). This implies that nurses with high levels
of Conscientiousness, Extroversion, Agreeableness, and Emotional Stability (or low level of
neuroticism) tend to exhibit lower levels of burnout and stress. Similarly, STS correlated
negatively with Conscientiousness (r = -.357, p = 0.000), Agreeableness (r = -.281, p = 0.004),
and Neuroticism (r = -.467, p = 0.000). The more conscientious, agreeable, and emotionally stable
(or less neurotic) the nurses are, the lesser is the effect of STS on them.
Table 1.
Relationship of Personality Traits of Nurses and Compassion Fatigue
Personality
Trait

Burnout

Secondary
Traumatic Stress

Openness
Pearson Correlation
Conscientiousness Pearson Correlation

-0.159
-.359**

-0.146
-.357**

Extraversion

Pearson Correlation

-.391**

-0.074

Agreeableness

Pearson Correlation

-.429

**

-.281**

Neuroticism

Pearson Correlation

-.453**

-.467**

Note: **Correlation is significant at the 0.01 level (2-tailed). N= 105.
*Correlation is significant at the 0.05 level (2-tailed). N = 105
Table 2 shows data of the relationship of the traits and compassion fatigue in the different
special care units. In the case of CCU, BO showed moderately strong negative correlation with
Agreeableness (r = -.632, p = 0.037) while STS likewise had a moderately strong negative
relationship with Neuroticism (r = -.683, p = 0.020). The more agreeable and emotionally stable
(low neuroticism level) are the nurses, the lower are the burnout and stress levels.
The findings for nurses in the ICU, where there was a steady inflow of patients already
admitted and waiting to be admitted, reflected low negative correlation between BO and
extroversion (r = -.406, p = 0.036), moderate negative correlation with agreeableness (r = -.511, p
= 0.006) and neuroticism (r = -.555, p = 0.003). STS posed a significant moderately strong negative
relationship with Neuroticism (r = -.546, p = 0.003).
A particular focus of interest is INT (i.e., as a step down unit for ICU), which ranks next to
ICU with the fewest number of staff nurses to oversee the 24/7 operations of the unit. This unit
oversees long staying terminally ill patients with Allow Natural Death directive from significant
others and other patients who were dependent on life support machines. This observation is
manifested in the results showing an inverse correlation between BO and Extroversion
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(r = -.553, p = 0.019) and STS with Conscientiousness (r = -.508, p = 0.019) and Neuroticism
(r = -.641, p = 0.002). This implies that despite such work pressures, certain personality factors
seem to have enabled nurses to maintain their composure and handle stress and burnout. .
Nurses in the NCCU are exposed to intubated, post-operative neuro cases. Results indicated a
moderately strong negative relationship between BO (r = -.739, p = 0.000) as well as STS (r = .622, p = 0.002) and Conscientiousness. Nurses who have high levels of conscientiousness tend to
display lower levels of burnout and stress. Significant negative relationships between BO and
Agreeableness (r = -.530, p = 0.011) and Neuroticism (r = -.484, p = 0.023) were also noted while
STS negatively correlated with Agreeableness (r =-.503, p = 0.017).
Results for NICU, which caters to the critical needs of patients aged 0 to 28 days, presented
negative relationships between BO and Openness (r =-.518, p = 0.028), Conscientiousness (r = .501, p = 0.034), Extroversion (r = -.754, p = 0.000), and Neuroticism (r = -.596, p = 0.009) and a
negative relationship between STS and Openness (r = -.604, p = 0.008) and Neuroticism (r = .491, p = 0.039). The higher are the levels of these personality traits, the lower is burnout and
stress.
Results for the PICU unit, whose mandate is to take in critically ill patients with ages 0 to 18
years old displayed a very strong positive correlation between STS and Conscientiousness (r =
.956, p = 0.003). The higher the level of Conscientiousness, the higher the level of STS experienced
by staff nurses. This was attributed to the level of care needed by young patients, dependent on the
technical acumen of the nurses. Significant negative correlation between STS and Extroversion (r
= -.939, p = 0.006) and Neuroticism (r = -.912, p = 0.011) were noted.
Data derived from the study were similar to the study of Chen et al., (2018) conducted on
pediatric nurses which identified the personality traits Conscientiousness (r = -0.32, p < 0.001),
Agreeableness (r = -0.27, p < 0.001), and emotional stability (r = -0.44, p < 0.001) to be negatively
associated with compassion fatigue. Chen et. al. (2018) further stated that high level of
Conscientiousness, Agreeableness and Emotional Stability led to lower level of compassion
fatigue. Ang, Dhaliwal, Ayre, Uthaman, Fong, Tien, Zhou and Della (2016) in a study on
Singapore tertiary hospital nurses revealed that high levels of Extraversion, Openness,
Agreeableness and Conscientiousness provided protective effect leading to low level of BO.
Table 2.
Relationship of Personality Traits of Nurses in Special Care Units and Compassion Fatigue
Special
Care Unit
O
C
E
A
N
Area
Burnout Correlation -0.100 -0.499 -0.246
CCU
-.632*
-0.571
STS
Correlation 0.213
N=11
-0.143 -0.025 -0.344
-.683*
ICU
N=27

Burnout Correlation
STS
Correlation

-0.151
0.059

-0.194
-0.343

-.406*
0.005

-.511**
-0.206

-.555**
-.546**

INT

Burnout Correlation

-0.140

-0.380

-.553**

-0.389

-0.431
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N=21

STS

Correlation

-0.385

-.508*

0.133

-0.006

-.641**

NCCU
N=22

Burnout Correlation
STS
Correlation

0.140
0.134

-.739**
-.622**

0.027
0.073

-.530*
-.503*

-.484*
-0.165

NICU
N=18

Burnout Correlation
STS
Correlation

-.518*
-.604**

-.501*
-0.457

-.754**
-0.424

-0.355
-0.436

-.596**
-.491*

PICU
N=6

Burnout Correlation
STS
Correlation

-0.552
0.367

0.665
.956**

-0.660
-.939**

-0.087
-0.562

-0.712
-.912*

Note: **Correlation is significant at the 0.01 level (2-tailed); n = 105.
*Correlation is significant at the 0.05 level (2-tailed); n = 105.
Conclusion
Nurses with average to high levels of Openness, Conscientiousness, Extroversion and
Agreeableness as well as low to average level of Neuroticism (i.e., moderate level of emotional
stability) can cope very well with compassion fatigue. Although the study showed average BO and
STS levels, it would be prudent to keep this at low levels.
Recommendations
The appropriate staff nurse personality profile for the specific work environment of the special
care units of the hospital requires average to high level of the personality traits Openness,
Conscientiousness, Extraversion, Agreeableness and low to average level of Neuroticism to
address BO and STS levels.
The enhancement of the following existing interventions need to be done in order to obtain
the desired outcomes. Alignment of personal goals with the organization through clear metrics,
refresher courses for technical trainings and customer service workshops need to be enhanced in
the personal domain. Mentoring, coaching, timely feedback, opportunities to be with others
through company sponsored activities and share experiences through group huddles cover the
social domain. Structural domain intervention programs that need enhancement include
realignment of nurse roles and responsibilities, implementation of competitive salary and benefits,
job rotation, urgent hiring for replacement of resigned staff nurses and additional staff nurses to
complete manpower requirement.
Some of the identified interventions that need to be implemented to somehow keep BO at low
levels include the purchase of devices that decrease physical exertion in performing nursing tasks,
automation of identified standard processes, conduct of multi-disciplinary meetings and selfawareness, and effective communication trainings. To further reduce STS levels, the hospital may
provide training for nurses to cope with death related grief, implement buddy system, and provide
opportunities for cross-functional team bonding activities.
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New interventions recommended to be implemented in the organization to counter effects of
BO and STS were identified. For personal domain, one on one career discussions between nurse
leader and staff need to be conducted, self-awareness with the use of the Big 5 Personality factor
and the additional trainings which covers effective communication, dealing with customers, coping
skills to alleviate death related grief and psychological adjustment were identified to increase
motivation and ability of nurses. The implementation of multi-disciplinary discussions with
doctors, residents and nurses on patient care protocol and implementation of the buddy system
provide social domain interventions meant to address BO and STS. The acquisition of devise and
tools to lessen physical exertion, automation of records keeping and charting, implementation of
awards and involvement in cross functional team bonding activities were recommended structural
domain interventions to address BO and STS.
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Abstract
Public trust in organizations decline as more managers and employees are believed to be
involved in some unethical behaviors. Meanwhile, businesses today are apparently morally
complex environments that challenge the moral philosophies of the employees. To aggravate this,
the ethical dilemma increases when the interests of employers are in contrast to the interest of the
employees. How the employees deal with these conflicts may be influenced by their personal
moral philosophy and courage may also play an important role in how they stand up for what is
right. This research studied the role of personal moral philosophy and courage when employees
are placed in morally intense situations. Also, it determined if personal moral philosophy and
courage can predict the intentions of the employees to act when placed in morally intense
situations. It adopted the framework proposed by Tsabalala (2015) which used a case to simulate
a morally intense situation as influenced by Jones’ (1991) moral intensity with suggested six
dimensions. Personal Moral Philosophy (PMP) was measured using Forsyth’s (1980) Ethics
Positioning Questionnaire (EPQ) and Courage was measured using Woodard-Pury’s (2007) scale.
The correlation tests revealed that PMP and courage of employees have no significant relationship
when the employees are placed in morally intense situations. Similarly, linear regression results
revealed that PMP and Courage do not predict the intention of the employees to act in morally
intense situations. It has been found however that Willingness can ultimately predict Courage.
Employees may find themselves doing what they believe is right even without being courageous
as long as they have the willingness to act. This research can spearhead the use of other constructs
or intuitive characteristics of individuals to investigate the factors that predict the intention to act.
Future researchers may also use the framework, constructs and scales used in this study but to be
applied on a bigger population.
Key Words: personal moral philosophy; courage; morally intense situations; ethics
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Introduction
Ethical issues and ethical behaviors have become an emerging critical concern as more
businesses are involved in cases associated with ethical issues. As a result, businesses are being
incriminated and are subjected to greater scrutiny as managers and employees are believed to be
practicing some unethical behaviors. The “ethical consciousness” comes into play when the public
trust in corporate governance is critical (Fulmer, 2005). While people might think that the way
individuals behave and achieve their goals is not that important as long as these are legal and
allowed in the system, the truth is, ethics has a lot to do with management (Mihelic, et al., 2010).
As more employees are getting involved in practices that concern ethics, scholars are
seeking for explanations why people act the way they do. Researchers and managers also explore
in identifying the individual characteristics that may explain behavior. In this particular study, the
researcher will investigate whether courage is a characteristic of employees that could influence
their behavior when they find themselves in situations that may compromise their interests or
values. Personal moral philosophies are believed to be embedded in individuals as may be
influenced by their culture and environment but it is not developed from ones allegiance to certain
rules and laws of the land but more of universal laws.
According to Hunter (2003), organizations today are morally complex environments that
may challenge the moral philosophies of employees. To surpass these challenges, employees must
have high level of character so they could uphold their ethical behavior. There are not so many
studies that determine the factors that make individuals sustain their behaviors despite challenges
imposed by their environment (Hannah, et al., 2011). Not all individuals act the same given similar
circumstances.
With the premises given, this research aims to study the relationship between courage and
personal moral philosophy when placed in a morally intense situation. Also, it will determine if
personal moral philosophy and courage can predict the intentions of the employees to act in a morally
intense situation.
This study aims to answer the following research questions:
1. What is the relationship of courage and personal moral philosophy of employees when
they are placed in a morally intense situation?
2. Can the employees’ personal moral philosophy predict their intention to act in a morally
intense situation?
3. Can the employees’ courage predict their intention to act in a morally intense situation?
Review of Related Literature
Ethical Decision-Making Process
According to Tshabalala (2015, p.7), “one cannot study any aspect of business ethics
without understanding first the ethical decision-making process.” Individuals are faced with
ethical dilemmas each day thus, leaders and employees have to make decisions in the workplace
that involve ethics or that may need consideration of their moral philosophy. At an individual level,
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ethical issues may pertain to issues such as the person’s honesty, acceptance of bribe, and the use
of company resources for family use (Smit, etl al., 2007).
Ethics originated from the Greek word “ethos” that means custom or character. It is
concerned with behaviors that are acceptable or not (Minkes, et al., 1999) and these are moral
principles that guide individuals on what is right or wrong (Sims, 1992). According to Ross
(1995), people use “personal and cultural values, religious beliefs, ideology, organizational mores,
family upbringing practices, own behavioral experience and intuition” when they judge morality.
Issues on ethics and morality therefore are more of personal and societal beliefs and practices
rather than legitimized doctrines.
One cannot succeed as a leader without having to make critical decisions. A bad decision
is better than a no decision at all which means, it is better to have acted on an issue that ended up
to be a bad decision than taking no action at all (Tshabalala, 2015). However, leaders and
employees are expected to make good decisions. For this reason, there is a need for them to
understand ethical decision making as leaders are expected to be holistic. “Managers engage in
discretionary decision-making behavior affecting the lives and well-being of others. Thus, they
are involved in ethical decision-making. Their decisions and actions can produce tremendous
social consequences particularly in the realms of health, safety and welfare of consumers,
employees, and the community” (Trevino, 1986, p. 601).
Moral Philosophy
What is moral philosophy? Moral philosophy is the branch of philosophy that deals with
ethics. It is the study of human conduct and values (Merriam Webster). It ponders upon what is
right and wrong. It is concerned with the nature of morality and how people should live their lives
in relation to others and their environment.
It has three areas: the metaethics, normative ethics, and applied ethics. Meta-ethics
explores to answer the big picture questions that include, “What is morality?” “What is justice?”
Normative ethics on the other hand answer questions of what ought to be done. This provides
framework for deciding what is right or wrong. These frameworks include deontology,
utilitarianism, and virtue ethics. Lastly, applied ethics address practical issues and moral
challenges that people encounter daily, such as whether they should lie to protect or help someone
(https://ethicsunwrapped.utexas.edu/glossary/moral-philosophy).
Personal Moral Philosophy
Nevertheless, it is ambiguous how morals in society are defined and developed. There are
three distinctions of moral conduct. First is, non-moral acts which are described as neither good
nor bad. Second is, moral acts, and third is immoral acts which are to be determined by what is
being generally accepted as being good or bad (Schulte & Teal, 1975). Harris and Crane (2002)
declared that an amoral person may be morally mute. This occurs when employees decide to keep
quiet in situations where they may have to disagree. In cases like this, the employees compromise
their ability to become moral agents.
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As illustrated by Hendry (2004, p.2), we have a “bi-moral society” where there is
“traditional morality” of obligation and “market morality” of self-interest. The former claims that
some individuals are driven by their sense of duty while the latter is driven by self-interest. This
may explain the diverse personal moral philosophies of individuals where some tend to look after
the welfare of others such as the company or co-workers before their own while some seem not to
care at all provided they could advance their own interests. On the other hand, employees have
personal code of ethics that they uphold. They are predisposed to losing their jobs if their ethical
beliefs are to be compromised by their organization, St. James Ethical Centre (2009).
Courage
Being terrified but going ahead and doing what must be done—that's courage. The one
who feels no fear is a fool, and the one who lets fear rule him is a coward. ― Piers Anthony
McMillan and Rachman (1987) defines courage as the persistence in the face of sensations
of fear, the absence of which is fearlessness, not courage. There are two dimensions of courage:
Moral courage is a “steadfast moral consciousness intrinsic to an individual aligned with universal
human values while physical courage is the courage to stand up for what one, judges to be morally
right (Bangari & Prasad, 2012 as cited in Tsabalala, 2015, pp. 17-18).
This study will focus on the application of courage in a business context. Thus, it will
discuss more of the first dimension of courage as proposed by Bangari and Prasad (2012). Moral
courage is the “ability to use inner principles to do what is good for others, regardless of threat to
self, as a matter of practice”, (Skerka and Bagozzi (2007, p.135). Moral courage is defined as the
character trait of an individual that provides psychological strength to face ethical threats or
challenges (Miller, 2002; Peterson & Seligman, 2004). Meanwhile, as presented by Putman
(2010), Aristotle describes courage as habits that have been developed through constant practice
while Epectus proposes that moral courage is choosing not to act when under pressure. Some
people view aggressively acting on a situation as courageous and having no action as cowardly.
However, Putman (2010, p. 15) puts it, “not doing anything can be an act of cowardice, but saying
no can also be an act of real courage”.
Hannah, et al. (2011, p. 560) provide a summarized definition of moral courage: (1)”a
malleable character strength, that (2) provides the requisite conation needed to commit to personal
moral philosophies, (3) under conditions where the actor is aware of the objective danger involved
in supporting those principles, (4) that enables the willing endurance of that danger, (5) in order to
act ethical or resist pressure to act unethically as required to maintain those principles”.
With the descriptions of courage and moral courage by different scholars, moral courage
may be viewed as having to act or not to act given a circumstance to the best interest of more
parties involved over one’s own interest. While it is noble to act as expected to satisfy the interest
of the greater majority, it may be better to not act sometimes if it suggest less harm. Courage is not
always getting into action rather, it also requires prudence to be morally courageous.
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Morally Intense Situations
As stated by Stevens (2004), companies would oftentimes reward employees based on
results that include profits and solving problems without communicating their ethical standards.
He further added that through the years, it has been difficult to legislate morality and good ethics
as these are grounded on religion and culture, not on laws. With companies focused on results
neglecting how these were achieved, employees may resort to unethical activities if pushed to the
limits to measure up to expectations or to keep their jobs, or get promoted. The employees may
find themselves breaking rules and being dishonest to get jobs done when they get frustrated with
how their performances are measured.
Nonetheless, employees may also advance their interests over the interest of the company
or other stakeholders when they find that their interests are in conflict with that of the company.
According to Shaw (2002), when employees find themselves in circumstances where their interests
are not identical to that of the business, this conflict of interest can be described as a “morally risky
situations.” In this particular study, the researcher will characterize this as morally intense
situations.
Methodology
The main purpose of this study was to determine the relationship between the employees’
courage and their personal moral philosophy when they are placed in morally intense situation.
This framework has been adopted from Tshabalala (2015) who introduced the Courage as a
construct and intuitive value that may have a relationship with personal moral philosophy.
To accomplish this research, a Christian College in Northern Luzon was taken as the area
of study. All employees employed as of November 19, 2018 were considered as the population of
this study. A sample is computed and the respondents were randomly selected. To calculate the
sample, the Slovin’s formula is used:
n = N / (1 + Ne2)

n = sample size
N = population

The total number of employees and officers was 90 but they did not let the General Services
Office to participate as the questions asked in the questionnaire were apparently difficult for them
to understand. With a population of 79 and 95 percent level of confidence, the sample size
computed was 66. The researcher was able to collect 67 answered questionnaires.
Table 1 presents the different variables used to answer the research questions in this study.
It also identified the independent and dependent variables in each research question.
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Table 1
Research Variable Matrix
Research
Research Question 1
Variables
Relationship between C
and PMP when in MI
Courage (C)
Dependent Variable
(DV)
Personal Moral
Independent Variable
Philosophy (PMP) (IV)
Moral Intensity
(MI)

Research Question 2
PMP predicts intention
to act in MI
N/A
Independent Variable
(IV)
Dependent Variable
(DV)

Research Question 3
Courage predicts
intention to act in MI
Independent Variable
(IV)
N/A
Dependent Variable
(DV)

Primary data was collected from the respondents through the administration of structured
survey questionnaires. After coding the responses, the data were subjected to statistical analysis.
The research instrument was based on the scales validated by various authors. The questionnaire
was attached as an appendix of this paper.
The first part of the research instrument asked the selected respondents whether they agree
to answer the questionnaire. It included the contact numbers of the researcher and the De La Salle
University Research Ethics Office in case the respondents had questions or problems related to the
research. The questionnaire was prepared with utmost care using questions deemed appropriate
and necessary to achieve the objectives and answer the research questions. These were taken from
studies previously conducted and were tested for validity.
The second part of the questionnaire asked for the employees’ characteristics that include
their gender, marital status, highest educational attainment, job classification, and employment
status. The questions that followed measured the courage, personal moral philosophy of the
employees, and questions that pertain to morally intense situation.
Courage Scale
This study used the Woodard Pury Courage Scale that consists of 23 questions developed
by Woodard and Pury (2007) to measure courage. Courage is measured through a 5-point Likert
scale with two dimensions: the “Willingness to Act” and the “Fear to Act”. The product of these
two scores will be the Total Score of each of the employees. This instrument was found to have
stable structure with internal stability (Woodard & Pury, 2007).
Personal Moral Philosophy
Personal Moral Philosophy was measured using the “Ethics Position Questionnaire (EPQ)
developed by Forsyth (1980). It has 20 questions that will measure personal moral philosophy in
two dimensions: relativism and idealism as proposed by Forsyth (1980). With a 7-point Likert
scale, the respondents will rate the level of their agreement with the questions raised. In this
particular questionnaire, questions 8 to 17 are related to Idealism while questions 18 to 25 pertain
to Relativism. The respondents will be classified according to one of the four ethical ideologies
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based on their responses: Situationist or Subjectivist if they scored high on Relativism, and
Absolutist or Exceptionist if they scored high on Idealism (Forsyth, 1980).
For a description of the four ethical ideologies, Table 2 shows the Taxonomy of Ethical
Ideologies proposed by Forsyth (1980). These provide a better understanding of the characteristics
of individuals who are categorized according to the four ideologies.
Table 2
Taxonomy of Ethical Ideologies
Relativism
Idealism
High

Low

High
Situationists
Rejects moral values; advocates
individualistic analysis of each act in
each situations; relativistic
Subjectivists

Low
Absolutists
Assumes that the best possible
outcome can always be achieved by
following universal moral rules.
Exceptionists

Appraisals based on personal values and Moral absolutes guide judgments but
perspective rather than universal moral pragmatically open to exceptions to
principles; relativistic.
these standards; utilitarian.
Moral Intensity
Moral Intensity was measured through a case that was designed by Tsabalala (2015) that
satisfied the design of a morally intense situation. The first part of this section is the case.
“You are the Regional Sales Director of your organization. You are about to close off on the
biggest sale of the quarter. All is well, until the client mentions that it is important to them that
the account is handled by a specific person. In fact, the client mentions this specific person by
name, who is one of your Junior Associates who accompanied the Senior Associate to the client’s
gala dinner one evening.
Your company is well known for being the leader in the industry on transformation,
inclusion and diversity issues. This is due to the recent aggressive recruitment drive resulting in
your company exceeding the required transformation, diversity and inclusion quotas stipulated by
government as a competitive strategy. The strategy has worked very well, hence the new
oncoming deals from clients who wish to ride on the iconic transformation wave of your
organization.
The specific person the client requested is not equipped to manage this deal alone. To add
a Senior Associate to support and mentor the Junior Associate in this account would cost the
company a lot of revenue, basically eating all the margin out of the deal. Thus, more than one
resource in the account is totally out of question” (Tsabalala, 2015).
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Tsabalala (2015) proposed the 5 key elements as presented in Table 3, as referenced on
case excerpt from Baxter and Jack (2008) who invoked that the real environment must be simulated
for the actor. The questions were designed to satisfy the key elements identified by Baxter and
Jack (2008) to create the scenario of a Morally Intense situation.
Table 3
Five Key Elements of the MI Case Study by Tsabalala (2015)
Key Element
Design Considerations
1. You
This is the very first word of the case. It serves three
objectives for this research design:
• It personally addresses the moral actor of the design.
• It calls on the actor to participate in the study by invoking a
sense of self.
• It simulates a sense of reality within the false environment
by assigning the actor the role of “Sales Director”.
1. Biggest sale of the quarter This is the first point of impact. It serves the following
purpose:
• It creates a sense of achievement for the moral actor. An
opportunity to be responsible for the “biggest sale”.
• It speaks to the competitive nature of sales within
organization.
• It refers to a phenomenon consistent with the research
environment.
• It represents a real and common business climate.
2. The client mentions that it This is the first point of dilemma. It serves the following
is important to them that purposes:
the account is handled by • In business, particularly in sales, the client is “king”. This
a specific person.
invokes a sense of responsibility on the moral agent to
honour the client’s request.
3. The specific person the • The second important element of this statement is the
client has requested is not
specific mention of the preferred Account Lead. This
equipped to manage this
creates a dilemma for the moral actor, as if honoured, may
Key Element
deal alone

Design Considerations
negatively influence the service to the customer; but renders
the organization in a good financial position, as it would
secure the deal. The dilemma is therefore the choice between
a quality client services versus organizational profits.
4. More than one resource in This is the first introduction of case boundaries. This
this account is totally out statement
of the question
serves the purpose of framing the case within a specific
contextual scope. This further intensifies the simulated
situation.
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The second part consists of the questions that were designed by Tsabalala (2015) to
manipulate the intensity of the situation as presented in the case. He aligned the dimensions of the
questions with Jones (1991) Moral Intensity Model. The questions were classified as Magnitude
of Consequences (MC) and Social Consensus (SC) which are the components of the first subclass,
and classified as High Moral Intensity and Low Moral Intensity which are the components of the
second subclass.
Data Collection and Analysis
Primary were collected from the respondents through the administration of structured
survey questionnaires. The questionnaires were distributed to employees, collected and responses
and tallied manually. After coding the responses, these were subjected to statistical analysis.
The research instrument was based on the scales validated by various researchers. The set
of questions to measure Courage has been designed by Woodard and Pury (2007) while the set of
questions asked to measure Personal Moral Philosophy used the “Ethics Position Questionnaire
(EPQ) developed by Forsyth (1980). Meanwhile, Moral Intensity was measured through a case
that was designed by Tsabalala (2015).
The officers of the college believed the questions were difficult to understand that’s why
questionnaires were not distributed to the General Services employees and were not included in
the analysis.
Statistical Analysis
Descriptive statistics will be used to show the demographics of the employees. Pearson
correlation analysis will be used to determine the relationships between the Courage and Personal
Moral Philosophy when the employees are in Morally Intense Situation. Linear regression will be
used to determine whether Personal Moral Philosophy can predict intentions to act in Moral
Intensity (MI). The researcher will use statistical package for social sciences (SPSS) to code, enter
and compute the measurements of the regressions for this study.
Results and Discussion
The presentation begins with the frequency descriptions of individual characteristics of the
employees, the frequency description of their ethical ideologies, then followed by the statistical
analyses used to answer the questions and to meet the objectives of this study.
Courage
The product of the responses to the “Willingness to Act” and “Fear of the Act” dimensions
were taken to produce the “Total Courage”. There were two subscales. Subscale 1 consisted of
“Willingness to Act” and “Fear of the Act”. Subscale 2 were the three types of Courage: the
Social, Physical and Emotional. Social Courage included questions number 26, 29, 31, 32, 35, 41,
42, 43, and 43 of the questionnaire used in this study. Physical Courage was measured with
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questions number 27, 30, 33, 34, 36, 37, 38, 39, 40, 45, 47, and 48. Lastly, Emotional Courage
was taken from responses on questions number 28, 44, and 46.
Personal Moral Philosophy
Just like Courage, Personal Moral Philosophy (PMP) was also subdivided into two
subscales. The first subscale depicts the two main construct of PMP, the Idealism and Relativism
while the second subscale presents the four ethical ideologies. The totals of responses to questions
number 8 to 18 of this questionnaire measure Idealism while the totals of responses to questions
number 19 to 25 measure Relativism. The mean of Idealism and Relativism were taken to be the
basis of assigning codes. Scores equal to and above the mean will be coded as H (high) while
scores below the mean were coded as L (low). The mean score for Idealism was 135.74 while the
mean score for Relativism was 38.52. Next, the individuals will be classified as Situationist,
Subjectivist, Absolutist, and Exceptionist depending on their Idealism and Relativism scores. If
they were High both in Idealism and Relativism, they will be classified as Situationists, if High in
Relativism but Low in Idealism, they classified as Subjectivist. Meanwhile, if they scored Low in
Relativism but High in Idealism, the classification is Absolutist, and if they scored Low in both
Relativism and Idealism, they will be classified as Exceptionist. Situationists are coded as “1”,
Subjectivists coded as “2”, Absolutist coded as “3” and Exceptionists were coded as “4”.
Moral Intensity
Moral Intensity is subdivided into two subscales. Subscale 1 pertains to Moral Intensity
and Social Intensity. These can be identified in the questionnaire. Subscale 2 refers to Low and
High Moral as presented in Table 3.
Of sixty-seven respondents fifty-four are female, thirty-four are married and thirty-five
employees attained college as their highest educational attainment although a number of the
employees has already earned masters and doctoral degree. Also, majority of the employees who
participated in the survey are faculty members and are permanent employees. This is a Christian
College thus, majority of its employees are faculty members.
Meanwhile, as earlier discussed, the scores of the employees in the EPQ questionnaire can
lead to classification of their ethical ideologies. The classification was guided from their scores in
Idealism and Relativism dimensions whether these are High or Low that produced a combination
which shall be the bases in identifying the ethical ideologies of the respondents. Table 4 shows
the frequency distribution of these ideologies where majority of the employees are Situationist
(High in both Idealism and Relativism). However, next to it are the Exceptionist which is the
extreme opposite of Situationist (Low in both Idealism and Relativism). This is quite different
from the result of the study of Tsabalala (2015) where majority are Absolutists (High in Idealism,
Low in Relativism) and the least are the Exceptionists. Refer to Table 2 for the description of
these ethical ideologies as proposed by Forsyth (1980) in his Taxonomy of Ethical Ideologies.

Table 4
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Frequency Distribution for Ethical Ideologies
Category
Category
Statistical Code
1
Situationists
2
Subjectivists
3
Absolutists
4
Exceptionists
Total

Frequency

Percentage

27
7
10
23
67

40.3%
10.4%
14.9%
34.3%
100%

Courage
Table 5 presents the reliability test of the dimensions of Courage. All dimensions are
acceptable except for the “Emotional Courage” dimension which is questionable. This means
that the questions asked were not enough to adequately test emotional courage.
Table 5
Reliability Scores of Courage
Courage
Computation Notes
Dimension
Total
Product of responses to “Willingness” (a) and
Courage
responses to “Fear” (b)
Willingness
Responses to (a) questions
Fear
Responses to (b) questions
Social
“Total courage” of Social courage category
questions
Physical
“Total courage” of Physical courage category
questions
Emotional
“Total courage” of Emotional courage category
questions

Cronbach
Alpha
.923

Benchmark

.815
.929
.755

Good
Excellent
Acceptable

.871

Good

.676

Questionable

Excellent

This research used the Ethics Positioning Questionnaire (EPQ) developed by Forsyth
(1980). It measures Idealism and Relativism. The set of questions to test for Idealism measured
a Cronbach alpha of .913 while the set of questions to test for Relativism measured a Cronbach
alpha of .887. The instruments used can effectively measure the two dimensions.
The Cronbach alpha to test Moral Intensity is .759 which indicates that the measurement
proposed by Tsabalala (2015) can effectively measure Moral Intensity. He constructed a case and
asked questions by manipulating the sub-variables to create a morally intense environment.
The relationship between Courage and Personal Moral Philosophy
Correlation analysis is used to measure the relationship of Courage and Personal Moral
Philosophy when the employees are placed in Morally Intense Situations. The IBM SPSS software
was used for a Pearson’s correlation test for this purpose. Pearson’s Correlation scores that range
from (+-)0.10 to 0.29 are interpreted as “Low correlation”, scores that range from (+-)0.30 to 0.49
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are interpreted as “Moderate correlation”, and scores that range from (+-)0.50 to 1 are interpreted
as “Strong correlation” (Cohen, 1988 as cited in Tsabalala, 2015).
To simplify the presentation of the result of the statistical analysis, Table 6 presents the
summary of the results taken from Table 14 found in Appendix D that shows the correlation result
produced by SPSS IBM. Total Courage has the strongest positive correlation with other variables
that include Fear, Emotional Courage and Physical Courage which are significant as compared to
other subclasses of Courage when analyzed with the other variables. Meanwhile, Fear and
Willingness, and Social Courage and Relativism are the only two negatively correlated variables.
These are found to be positively correlated in the study of Tsabalala (2015) but with low
correlation. The components of Personal Moral Philosophy are found to be not significantly
correlated with Total Courage and its subclasses. As a result, the researcher accepts the null
hypothesis that there is no relationship between courage and personal moral philosophy in a
morally intense situation.
Table 6
Summary of Results of the Relationship of Courage and Personal Moral Philosophy
Hypothesis
Relationship tested
R Scores
Variable
Personal Moral
Relativism and High MI
.641
Philosophy (PMP)
Willingness and High MI
.147
Fear and Willingness
-.030
Total Courage and Willingness
.344
Total Courage and Fear
.916
Total Courage and Emotional Courage
.854
Total Courage and Social Courage
.914
Courage (C)
Total Courage and Physical Courage
.974
Social Courage and Relativism
-.178
Social Courage and Fear
.866
Emotional Courage and Willingness
.384
Emotional Courage and Fear
.762
Emotional Courage and Physical Courage
.804
Emotional Courage and Social Courage
.691
Physical Courage and Willingness
.354
Physical Courage and Fear
.884
Physical Courage and Social Courage
.827
*. Correlation is significant at the 0.05 level (2-tailed).
**. Correlation is significant at the 0.01 level (2-tailed).
Personal Moral Philosophy predicts action in a Morally Intense situation
Courage predicts action in a Morally Intense situation
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In addition to investigating the relationship of Courage and Personal Moral Philosophy in
a Morally Intense situation, would also determine if Courage, and Personal Moral Philosophy can
predict actions of employees in a Morally Intense Situation.
Based on the results of the Linear Regression tests, the researcher accepts the null hypothesis
that Personal Moral Philosophy (PMP) does not predict the intention to act when placed in a
Morally Intense situation. Similarly, the researcher accepts the null hypothesis that Courage does
not predict the intention to act when placed in a Morally Intense situation.
Multiple regression analysis was used to determine if Willingness, Physical Courage,
Social Courage, and Emotional courage can predict Total Courage as presented in Table 7. The
results indicated that Willingness could predict Total Courage (p<.05). The willingness of
employees could significantly influence their courage that will drive them to act. Results of other
regression tests are found in the Appendices.
Table 7
Regression Results of Selected Variables Predicting Total Courage
Variable
B
SEB
β
Willingness
.318
.135
.044
Physical Courage
.486
.028
.503
Social Courage
.284
.018
.296
Emotional Courage
.123
.013
.151
R-squared
.997
Adjusted R-squared
.997
F-statistics
3819.76
Note: B = Unstandardized Coefficients B; SEB = Unstandardized Coefficients Standard Error; β
= Standardized Coefficients Beta
According to Tsabalala, there may be a need to do one-way ANOVA test as there are some
concerns with the sole use of Linear Regression to test hypothesis. The EPQ Category of the
ethical ideologies was entered as Independent Variables (IV) while Total MI, Low MI, and High
MI were the Dependent Variables (DV). The result showed that the EPQ or the ethical ideologies
have significant reaction to Moral Intensity scoring a sig value of <.001. Subjectivists and
Exceptionists were found to be homogenous while the Situationists and Absolutists were also
homogenous. The Idealism dimension is found to be the common factor for these homogenous
subclasses.
Consequently, Total Courage has no significant reaction to any level of Moral Intensity.
This supports the Linear Regression results to analyze if Courage can predict the intention to act
in Morally Intense situations that yielded the same result.
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Conclusion and Recommendations
This study made use of scales proposed by different researchers: EPQ by Forsyth (1980)
to measure personal moral philosophy, Courage by Woodard and Pury (2007), and moral intensity
by Tshabalala (2015). The dimensions and subclasses suggested by the same scholars were also
adopted.
The relationships between Total Courage and the subclasses of courage with the subclasses
of Personal Moral Philosophy that include Fear, Emotional Courage and Physical Courage were
analyzed and were found to have significant positive relation with total Courage. However, the
statistical analysis revealed that there is no relationship between courage and personal moral
philosophy. On a positive note, one who is not courageous may still exhibit ethical behaviors
driven by his moral philosophy. Owners can rely on employees or managers who can stand up for
their ideals that will ultimately benefit the organization.
In addition, results revealed that courage and personal moral philosophy cannot predict the
intention to act in a morally intense situation. As one does not have to be courageous to uphold
his personal moral philosophy, living with particular moral philosophy still has a positive
relationship with the intention to act in a morally intense situation. Nevertheless, Willingness has
been found to have significant positive relationship with the intention to act in a morally intense
situation.
This research can spearhead the use of other constructs or intuitive characteristics of
individuals to investigate the factors that predict the intention to act. Future researchers may also
use the framework, constructs and scales used in this study but to be applied on a bigger population.
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Abstract
This research focuses on the various challenges confronted by overweight individuals in
the workforce. The purpose of this research is to look into the issues confronted by overweight
individuals and the framework used deals with disability, attitude of the work environment, and
treatment as challenges faced by these individuals.
Quantitative and Qualitative methods were both used in this study. Quantitative method
was used through distributing surveys to employed, workers, and self-employed individuals in
Makati. While Qualitative method was used through the review of related literatures in order to
acquire the current happenings in the workforce with regards to how the society view them.
The results acquired showed that Attitude of the work environment was the biggest
challenge that overweight individuals face. Employers would at times ignore the impact and
importance of company sponsored health and wellness programs. Companies should be able to
create and formulate inclusion policies and activities in order for these overweight individuals to
be free from the stigma of an unfriendly work environment.
Key Words: Overweight individuals, work environment, inclusion policy

Introduction
The purpose of this research is to look into the issues confronted by overweight individuals
in the workforce. The researcher is inspired by the growing number of powerful overweight
women that are currently fighting these stigma such as being overweight was seen as a disability,
the workforce attitude, and the treatment they experience in the work environment.
The difficulty encountered in the conduct of this research was the level of uncomfortability
that people, especially employers, feel against this topic. It has been a hard topic to talk about,
since many people are in denial of this type of discrimination.
This research paper will benefit the overweight individuals, for their voices will be heard
for the community to know the issues they go through. It will give them a chance to have a fair
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opportunity in the workforce. It will raise awareness among employers in order to promote an
inclusive work environment.
Conceptual Framework

Overweight
Individuals

Disability
Workforce Attitude
Work Environment Treatment

Inclusion
Policy

Figure 1. Conceptual framework on overweight individuals challenges
at work towards inclusion policy
The research conceptual framework points out to overweight individuals challenges as they
were being seen as with disabilities, the workforce attitude towards them and the treatment they
face in the work environment.
Overweight and obesity are words that sometimes used to be of the same meaning. These
terminologies are labelled on individuals who generally have more weight that goes beyond what
is considered to be appropriate based on certain age and height. Many factors contribute or affect
an individual to be overweight or obese such as behavior, environment, habits and even genetics.
Individuals are identified as having disabilities if they are substantially impaired or there
is an adverse long-term effects to do their daily activities. In this definition, can it be viewed that
overweight individuals can be considered as with disability. Employers need to consider whether
their overweight employees have an impairment else they might face or be charged with
discrimination or harassment.
At times , overweight individuals have become targets of discrimination that affects their
chances in every employment opportunities. They sometimes faced serious stigma or bias starting
from hiring to firing, including promotions and pay allocation, with evidence showing that
employers generally have a preference for fit people. The workforce attitude towards them affect
their employability since company would make assumptions on these individual capabilities,
attitude and personality based on their weight.
The effects of being overweight can be felt in the working environment with issues related
to productivity, the level of discrimination, the likelihood of being employed and opportunities for
promotion and progression. The workplace can be an important setting for the overweight
individual dilemma. Several evidence would point out that a motivated workforce is fundamental
to ensure both social and economic wellbeing.
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Policies regarding overweight individuals in the workplace needs to be developed to
address challenges faced by these individuals and the impact it creates on workforce health and
costs to industry.
Literature Review
According to Rebecca M. Puhl (2013), a research was conducted with 274 female and 44
male adult participants, that are either overweight or obese. Through a questionnaire, the
participants had to recount the times where they experienced weight bias, weight stigmatization,
what they feel about being overweight or obese, as well as how they see the usual stereotypes
against overweight and obese individuals. They also gave proposals as to what the employment
industry can do to lessen the bias and stigma on weight in the current culture. By answering the
questions, it was seen that the most common origin of the bias and stigmatization was from the
immediate relationships that the participants have such as their own partners, friends as well as
their own families.
Based on an article written in 2013 by the faculty members of College of Justice and Safety
at Eastern Kentucky University, they tackled about the discrimination over the individuals in the
workforce who are overweight and companies appraising them with less salary than the other
individuals in the company. Employers would usually choose an individual with “normal weight”
over an equally qualified applicant who is overweight or obese. Companies believed it would cost
them if they will employ obese people since obesity costs around $73 billion a year in health care
hours, lost working hours and productivity. The article also shows the implications of weight
discrimination in the workplace and the public support given by the American government.
In the US Title VII of The Civil Rights Act of 1964 prohibits employment discrimination
based on race, color, religion, sex and national origin, but not weight. Nonetheless, employers who
discriminates employees based on their weight or due to obesity can also be sued according to
disparate impact theory. This article will provide information regarding the individuals with
obesity that is being discriminated in the workforce and by their employers. Also, it discusses the
reasons why employers choose individuals with “normal weight” rather than the obese or
overweight individuals and public support for the proposed laws and provisions to end weight
discrimination in the workplace.
In a study published by the International Journal of Obesity (2017), they determined the
stigma of employing overweight or obese workers. Being bias in terms of the physical figure of
the person can exclude the best person who is qualified for a job as what Dr. Hooman Shabatian
(Bariatic Surgeon with LAP-BAND VIP) said in the study. In spite of the credentials and qualified
resumes and experiences employers still tend to stereotype the applicants who are obese since antifat prejudice is existing and present in workplace hiring practices based on International Journal
of Obesity that was published last December of 2017.
In the article, Miriam Berg, president of The Council on Size and Weight Discrimination
mentioned, “Bias against people because of their size does not make good business sense. Those
employers who overcome their weight prejudice and start hiring and promoting the most qualified
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workers will have access to the pool of talent that is now being wasted because of unfounded
prejudice and false stereotypes.” President Berg and the council want to change policies and
people’s attitudes and public policies regarding the weight of an individual so that “sizism” and
weight bigotry will end when people of all sizes will withhold and discontinue to allow it.
In an article by BBC Capital (2016), it discusses the different stigmas and problems that
overweight or obese individuals experience in the employment industry. Most overweight or obese
individuals are misjudged with regards to their abilities, even if they can do their job competently.
There has been a bias that overweight or obese individuals cannot handle difficult task. On the
contrary, many overweight people have high endurance levels and can actually be strong. Abigail
Saguy, an author who wrote the book ‘What’s Wrong with Fat’, says that “You need to judge the
individual person and not assume because people are large that they can’t do certain physical
things, some large people are very fit; there are people who fall in the obese category, but run
marathons.” Through this article it can also be seen that obese women are more likely to be
criticized for their weight compared to obese males. The reason for this is because there are more
expectations in terms of appearance when it comes to women in the workforce.
A study conducted by Jennifer Benett Shinall of Vanderbilt University in Nashville (2016),
deduced that obese women are less likely to hold positions in their jobs that would make them
interact with customers. It was seen that obese women also earn less than normal weight women.
The Obesity Action Coalition in Florida has developed a guide for employers on how to alleviate
work discrimination and bias in the workforce. Though legal protection is still not available, many
organizations still push for the legislature of this discrimination as it is evident in our time today.
In a literature review by Nowrouzi (2015), the widespread presence of obesity still
increases day by day in our society. People who are overweight and obese are more prone to
discrimination and also appear to be less accepted. The focus of this article is to assess and analyze
why obesity stigma in the workplace is originated, what societal attitudes exist in the workplace
about obesity and what interpositions are present in order to lessen and totally end the weight bias
inside the workforces. An evaluation was carried out using keyword searches. Results showed that
individuals who are obese and overweight are usually encountering and experiencing weight bias
and discrimination at every step of the employment cycle and adverse discernment and
stigmatization regarding overweight individuals in the workplace. Weight discrimination in the
workplace has different mixed results in the legal cases. Also, recommendations are provided in
order to have a better work environment that embraces an inclusive organization and give more
importance to the quality of work in the organization rather than appearance.
A research paper written by Stuart W. Flint (2016) focused on the discrimination about
weight and obese individuals in the working place. Testimony indicates that overweight or obese
persons are perceived that they have lesser potential in being a leader, and compared to other
normal weight individuals, are expected to be less productive and sufficient. This study looks into
if overweight or obese people are stigmatized against when applying for jobs. Three presumptions
are elaborated related with the preceding research: first, obese individuals are less likely to be
judged fairly on personnel suitability than normal weight individuals; second, overweight person
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in the employment setting are more likely to be discriminated against than the persons in nonactive employment; and third, obese women are more likely to be discriminated against obese men.
MANOVA was used to conduct an examination if applicants were discriminated during
the recruitment process. The results showed that candidates rated obese applicants as less
acceptable or appropriate contrast to people with normal or average weight. Discernments of
applicants who are qualified for work and discrimination on obese applicants was higher in
participants from more physically demanding job professions. The findings of the study impart
and add claims that obese individuals are experiencing prejudice in the process of hiring and
employment.
In 2006, a research was conducted by Victoria S. Hakim where weight discrimination is
also referred as ‘size discrimination – a study from Yale University found out. It was reported in
EEOC that one of the top charges happens in working environment or employment settings and
daily interpersonal relationships as frequently as race discrimination. Weight discrimination
increased by sixty-six percent between 1995 and 2005, and it appears that it seven to twelve percent
of the general population now as specified by in a study by the Obesity Action Coalition.
In the U.S, weight bias or weight discrimination is serious issues since it has also have a
serious impact on the workers. Overweight and obese individual encounter job-related
discrimination in hiring, salaries, and terms and conditions of employment. While state laws are
not agreeing on the issue, most cases of weight discrimination are insisted that is a matter of
disability discrimination or recognized as disability discrimination.
Research Methodology
The researcher used survey questionnaires in order to accumulate the data needed. The
survey design was chosen due to its precise results, convenience in gathering data, and by having
a high level of representing a large population. The survey questionnaires was given to the
respondents and collected by the researchers after completion. The survey questionnaires have a
physical copy and an online copy for the convenience of the respondents.
Research Design
The researcher created a questionnaire from validated sources, edited to fit the topic of the
current research. The questionnaire is based on the Likert scale. The Likert scale was developed
in 1932 when Likert measured attitudes by getting responses from individuals regarding different
situations and topics. Likert measured on whether they agree or disagree with different topics and
statements. Through this scale, Likert deduced that this method sheds light on both the affective
and cognitive parts of attitudes. This scale is summarized by computing either the median or mode.
Getting the median is mostly preferred as it is the most fitting for easy interpretations by the
researchers.
The researchers decided on this method because it does not simply answer in a yes or no,
rather, through this scale opinions of the correspondents can be seen, which results to incredibly
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useful quantitative data. A disadvantage of using this scale, however, is the social desirability of
people wherein they tend to put themselves in the positive light. In order to avoid these
discrepancies, the surveys would be anonymous in order to reduce bias.
Population
The questionnaires was distributed around Makati, Philippines. Makati is the financial
capital of the Philippines and there seems to be an abundance of possible respondents in the said
area.
Data Collection
Data used in the survey process are both the primary and secondary methods. In the primary
data, qualitative method is used. Open-ended questionnaire surveys and online surveys was given
and sent to different respondents that are relevant to answer or participate in the survey. Such as
employees in company, banks, firms, etc. In quantitative method, the methods of mean, median
and mode are used.
Secondary data are the information and other materials that was extracted from different
published books, online portals, journals, newspapers , magazines and the like.
Data Collection Instruments and Analysis
The researcher carefully created a questionnaire that would not make the respondents
uncomfortable. The researchers developed 15 questions that were categorized by ‘Obesity as a
Disability’, ‘Attitude or Discrimination in the Workplace’, and ‘Treatment in the Work
Environment’. The questions given were a mix of negative and positive statements about
overweight individuals. The respondents could choose on whether they ‘Strongly Agree’, ‘Agree’,
‘Disagree’, and ‘Strongly Disagree’ to the statements in each category.
The researcher mixed both positive and negative statements in order to validate the answers
of the respondents. The questions determine if the respondent either believes that overweight
individuals are not being discriminated or if they are being discriminated in the workforce.
Scope of the Study
The study focused on the issues confronted by overweight individuals in the work
environment in Makati. The study will revolve around the currently employed and self-employed
middle-aged overweight individuals. The researcher centered its attention on the views of these
individuals with regards to the way the workforce saw overweight individuals. The study also put
an emphasis for the company to formulate inclusion policies.
The study had some limitations within which the findings of this study should be
interpreted carefully since the measures used was only limited. Lastly, the result of this cannot be
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generalized completely because survey was restricted to employers that are included within the
specified place within Makati, Philippines.
Data Findings And Analysis
This chapter is the analysis of the data acquired from the responses to the issues confronted
by overweight individuals in the work environment.
Primary data was based on the information from selected respondents that are employees or
workers in various business establishments in Makati, Philippines. Furthermore, the survey
questionnaires was gathered by sending an email to relevant respondents that could participate in
the completion of the survey.
Analysis of the data is done on employees or workers who are given hard copy of survey
questionnaires and online survey questionnaires. For hard copy questionnaires that was distributed
the results of it was typed manually in the online survey form for easy computation and analysis.
After which opinions from issues confronted by overweight individuals will be drawn and
interpreted so that companies could formulate policies to lessen the said issue.
The division of pie chart below shows the age of respondents. Half of the respondents
which is 50% falls under the age that ranges 20 to 29. Ages that ranges from 30 to 39 and 40 to 49
have both 22% of the total respondents. While age that ranges 50 to 59 and 60 to 69 are 5% and
1%, respectively.

Figure 2. Age of the respondents
The pie chart below illustrates that in 102 who responded in the survey 59.8% of it were
female, 37.3% were male, and 2.9% prefer not to say what their gender is.
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Figure 3. Gender of the respondents
The graph below shows the percentage of respondents with regards to their work level
positions. The highest percentage which is 24.5% did not mention their work level. It is followed
by 24.5 which is the in the clerical positions, managerial position with 20.6%, and 30.4% for the
other work level positions.

Figure 4. Work level position of the respondents
The slices of chart illustrated the employment status percentage of the respondents. Most
of the respondents were employee which 76.5%, followed by self-employed with 19.6% and
worker with 3.9%.
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Figure 5. Employment status of the respondents
The graph below shows about the perception of the respondents in obesity as a disability.
In 102 respondents 62.7% strongly disagree and 23.5% disagree that obesity is not a disability for
them while 8.8% and 4.9% agree and strongly agree, respectively, that obesity is considered as a
disability.

Figure 6. Perception of respondents in obesity as disability
The bar graph below illustrates the percentage of respondents with regards to the question
if obese or overweight individuals cannot perform like the individuals who are within the average
weight. The result that we have obtained are 50%, 21.6%, 25.5% and 2.9%, strongly disagree,
disagree, agree and strongly agree, correspondingly.
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Figure 7. Perception of respondents on work performance
The chart explains the results of the respondents asked if obesity can affect the performance
of a workforce as whole. It shows that almost half of the respondents strongly disagree with it
which is 53.9% of the total respondents and followed by disagree with 30.4%, agree with 12.7%
and lastly strongly agree with 2.9%.

Figure 8. Perception of respondents if overweight affects workforce performance
In the graph below it illustrates that out of 102 respondents 70.6% of it strongly disagree,
15.7% disagree, 10.8% agree and 2.9% strongly disagree that overweight individuals cannot move
around very well, therefore they shall not be hired in companies for work.
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Figure 9. Perception of respondents on work movement

From the data illustrated below it shows that respondents strongly agree had the biggest
percentage with 69.6%, followed by agree with 19.6%, disagree with 5.9%, and strongly disagree
with 4.9% that obese people are employable.

Figure 10. Perception of respondents on obese people employability

The below graph explains the obtained results from the respondents asked if people with
obesity are lazy. The largest percentage is 51% which is strongly disagree, followed by both
disagree and agree with 21.6% and strongly agree with only 5.9%.
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Figure 11. Perception of respondents if obese people are lazy

The bar graph illustrates that respondents strongly agree with 70.6% that overweight
individuals should have equal promotional opportunities. Followed by 13.7%, 11.8%, and 3.9%,
disagree, agree, and strongly disagree, consequently.

Figure 12. Perception of respondents on equal promotional opportunities

Below is the data of results obtained from 102 respondents asked if weight bias attitudes
could have a negative impact on health, well-being and several areas of living for individuals who
are obese. It illustrates that respondents strongly agree with it and had the highest percentage with
49%. 21.6% just agreed, 13.7% disagree, and 15.7% of the respondents strongly disagree.
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Figure 13. Perception of respondents on weight bias and attitudes

The graph illustrated that for respondents obese or overweight individuals is not a financial
burden for companies. With 54.9%, 27.5%, 12.7% and 4.9, strongly disagree, disagree, agree and
strongly agree, respectively.

Figure 14. Perception of respondents on being financial burden
In the data given below it shows the results from 102 respondents 42.2% of it agrees,
followed by strongly agree with 40.2%, disagree with 11.8% and strongly disagree with only 5.9%
that overweight individuals are discriminated compared to their normal weight co-workers.
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Figure 15. Perception of respondents on discrimination
The graph showed that 80.4% of the respondents strongly disagree that overweight or obese
individuals should have lesser salaries. 14.7% said disagree, 2.9% said agree, and 2% strongly
agree.

Figure 16. Perception of respondents on salary
In the bar graph below, it illustrates that calling overweight individual workers names is
not acceptable. Evidently with the reason that 87.3% of the respondents said that they are strongly
disagree about it. While 9.8% said they disagree, 2.9% with agree and nobody from 102
respondents strongly agree with it.
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Figure 17. Perception of respondents on name calling
The graph illustrates that workplace bullying against overweight individuals must be
stopped. With the respondents strongly agree about it with which 75.5% of the total respondents.
13.7% with strongly disagree, 5.9% with agree, and 4.9% with disagree.

Figure 18. Perception of respondents on work bullying
The data obtained from 102 respondents results to a 56.9% of respondents strongly disagree
that overweight individuals should not be allowed to be the front-liners of companies like tellers,
receptionist, salesman. Followed by disagree with 22.5%, 11.8% agree, and 8.8% agree.
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Figure 19. Perception of respondents on being front liners
The bar graph below illustrated that 86.3% of the respondents said that they strongly
disagree, 5.9% disagree, 4.9% agree, and 2.9% strongly agree that fat-shaming is appropriate in
the workplace.

Figure 20. Perception of respondents on body shaming
Summary
In conclusion, the data gathered through the survey of employees, workers, and selfemployed individuals were categorized with regards to the issues confronted by overweight
individuals in the workforce. Overall, most of the respondents were from the age range of 20-29,
of which majority are female. Though most of the respondents did not mention their work level,
majority of them are employees.
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The first issue in which the survey was categorized on is ‘Disability’, majority of the
respondents strongly disagreed that being obese is a disability, that overweight individuals cannot
perform in a way that average weighted individuals can, that obesity can affect the performance of
a workforce, and that overweight individuals cannot be hired because they cannot move around
well. With regards to disability, majority of the respondents strongly agree that overweight
individuals are employable.
In the second issue, which is ‘Workforce Attitude ’, majority of the respondents strongly
agree that obese individuals are lazy but they also strongly agree that overweight individuals
should have equal job and promotional opportunities. In the same issue, the respondents believe
that weight bias and attitudes do not have a negative impact on an individuals’ health. The
respondents also agree that overweight individuals are financial burdens. In the same issue, the
respondents strongly disagree that overweight individuals are discriminated.
The last issue is ‘Work Environment Treatment’ in which the respondents strongly disagree
that overweight individuals should have lesser salaries. Majority also strongly disagree that
overweight individuals should not be called names. While the majority of the individuals believe
that bullying against overweight individuals should be stopped. The respondents also strongly
disagree that overweight individuals should not be allowed to be front-liners of companies. Lastly,
the respondents strongly disagree that fat-shaming is appropriate in the workplace.
Conclusion
Based on the findings of the research, Workforce attitude is found to be the biggest
challenge that overweight individuals face in the workforce. It has also been concluded that the
business environment in the Philippines is not inclusive since the problem lies within the attitude
of the people themselves.
Through these findings, companies should create policies that focuses on changing the
attitude of the employees as well as the employers towards overweight individuals. Overweight
individuals go through many issues and hardships in the workforce that contribute to equal
opportunities and performances in their field of work.
Recommendation / Plan of Action
1. Inform their employees on the current situation with regards to the issues confronted by
overweight individuals in the workforce in order to enlighten them that this discrimination
exist.
2. Create new policies that would cater and address the prevalent issues concerning overweight
individuals in the work place.
3. Conduct talks and seminars that would raise the level of awareness and educate employees
against discrimination
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4. Implement wellness and health programs to motivate employees and address the issue of
overweight within the workplace.
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Background of the Study
Cooperatives play an important role in the economic development of a country as they
create decent jobs and mobilize resources for income generation (Orogo, 1994; Somavia, 2002).
They also help improve the living conditions of the members of the community. Moreover,
cooperatives serve as a pillar of economic and social development, both locally and internationally
(Levin, 2002).
Amid issues and challenges confronted by cooperatives, the key success factors associated
with performance are proper management; member commitment and satisfaction; proper training
and/or experience of members and management; quality of products and/or services; strong
financial structure, and support from the government and/or other institutions, elements associated
with their business operations essential to achieving long term success (Kokemuller, 2017).
This qualitative meta-analysis or meta-synthesis collated secondary findings from previous
empirical studies by providing comprehensive description of events and patterns from primary
empirical investigations. (Timulak, 2008). The patterns on the issues and challenges were
examined together with the key success factor ratings on the cooperatives under study.
Voluminous studies had already been conducted on the performance of cooperatives in the
Philippines. This study aimed to analyze such collection of studies by identifying patterns on the
common factors to the challenges and success. Specifically, this study aimed to present the profile
of the cooperatives in the study; identify the issues and challenges faced by the cooperatives
associated with the five business functions; evaluate the key success factors of the cooperatives;
and analyze the patterns in the challenges faced by the cooperatives and key success factors
according to different profile variables.
Overview on Philippine Cooperatives
A cooperative is defined as “an autonomous and duly-registered association of person, with
a common bond of interest, who have voluntarily joined together to achieve their social, economic,
and cultural needs and aspirations by making equitable contributions to the capital required,
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patronizing their products and services and accepting a fair share of the risks and benefits of the
undertaking in accordance with universally accepted principles.” The Cooperative Development
Authority (CDA) is the governing body of cooperatives that helps in creating plans, training
programs and providing assistance for the development of cooperatives.
The law governing the cooperatives in the Philippines is Republic Act 9520, also known
as The Philippine Cooperative Code of 2008, amended from Republic Act 6938, also known as
The New Cooperative Code of the Philippines. Cooperatives can be categorized in terms of
membership and types. In terms of membership, a cooperative can be a primary cooperative, whose
members are natural persons, a secondary cooperative, whose members are primary cooperatives,
or a tertiary cooperative, whose members are secondary cooperatives.
The two main types of cooperatives are single-purpose and multi-purpose cooperative. A
single-purpose cooperative has only one business function and can also be categorized into credit,
consumers, producers, marketing and service. A multi-purpose cooperative has two or more
business functions of other cooperatives. According to the Guidelines Governing the Registration
of Multipurpose Cooperatives of the Cooperative Development Authority, the Article IV states
that “no cooperatives shall be registered as a multipurpose cooperative unless it has been in
operation for at least two (2) years”.
Furthermore, cooperatives can also be classified similar to MSMEs in terms of the total
assets such that according to the Republic Act 9501 (Magna Carta for Small Enterprises), an
MSME can be classified into: (1) micro, with total assets of not more than P3 million; (2) small,
with total assets of P3, 000,001 to P15 million; and (3) medium, with a total assets of P15, 000,001
to P100 million. Cooperatives with total assets greater than P100 million are considered to have a
large asset size.
RA 9520 states “every cooperative should conduct its affair in accordance with Filipino
culture, good values and experience and the universally accepted principles”: (1) voluntary and
open membership; (2) democratic member control; (3) member economic participation; (4)
autonomy and independence; (5) education, training, and information; (6) cooperation among
cooperatives; and (7) concern for community (Congress, 2008).
Challenges of Cooperatives
The factors identified by the CDA on why early cooperatives in the Philippines failed
include incompetent management, inability to secure capital, individualistic attitude and
inadequate facilities. On the other hand, the primary reason was the lack of understating of policies
and objectives as well as the noncompliance of these policies and objectives on the business
function of the cooperative.
Other frequently-cited problems confronting cooperatives were low commodity prices,
depressed agricultural economy, operational issues, and increasing costs (Gray & Kraenzle, 2002).
Marketing cooperatives cited low commodity prices, competition, depressed agricultural
economy, and operational problems as the most frequent issues they encountered.
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Farmer supply cooperatives indicated increasing costs as the most prevalent problem in an
agricultural economy in addition to low commodity prices and margins. Service cooperatives
likewise experienced low prices, weather, increasing costs, labour shortage, operational
difficulties, and competition. Other challenges faced by cooperatives are cultural transformation,
wage solidarity, centralization and reorganization (Cheney, 1995).
In terms of management, competent management skills are necessary to balance efficiency
and democracy among cooperatives (Groves, 1985; Amene, 2017). Incompetence of management
is detrimental to cooperative performance.
Aside from advantages of joining cooperatives, past literature identified disadvantages
including lower price of their goods in addition to obligations and responsibilities to participate
(Francia, 1999). Members’ participation and loyalty also gives challenge to a cooperative, thus,
additional programs are added in some cooperatives to increase the productivity and participation
of the members (Cheney, 1995; Amene, 2017).
Educating and training members and personnel is also a challenge for cooperatives.
Cooperatives with untrained members and personnel may lead its organization into failure.
Members without proper training and education may lack on the knowledge of how the cooperative
functions.
Success Factors of Cooperatives
The identified success factors of cooperatives from previous studies may be summarized
into six: (1) proper management, (2) member commitment and satisfaction, (3) proper training
and/or experience of members and management, (4) quality of products and/or services, (5) strong
financial structure, and (6) external support.
The first important factor for the success of a cooperative is proper management (Dapun,
2002; Bitonio, 2012). The management should be following and have a strict implementation of
the policies, rules and regulations of the cooperative.
Another success factor of a cooperative is the member commitment and satisfaction
(Dakurah, Goddard, & Osuteye, 2005; Dejene & Regasa, 2015). It is important for cooperatives to
have highly committed and satisfied members because they would be more likely to support and
join the activities of the cooperative. Having committed members would likely make them take
more responsibilities. Also, it is important for these individuals to have an integrity, honesty,
loyalty, and dedication to their work.
Third, the members and management of cooperatives should have proper training and/or
experience to determine the success of a cooperative (Sexton & Iskow, 1988; Huka &
Karunakaran, 2018; Bruynis, Goldsmith, Hahn, & Taylor, 2001). Appropriate trainings and
seminars are also highly recommended for members of the cooperative for them to widen their
skills and knowledge on the cooperative. It is also important for members to have proper training
and experience in the production of the cooperative. Hiring employees or members with
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experience on the operations of the cooperative would also increase the probability of success of
the cooperative.
Fourth, having a good quality of products and/or services is also a success factor of a
cooperative (Dakurah, Goddard, & Osuteye, 2005; Sexton & Iskow, 1988). One major factor
affecting the success of a cooperative is the quality of the product. Most of the members would
patronize the cooperative more if they knew that it is able to produce good services and quality
products. The ability of member-recipient in processing high quality and great quantity of the
product can give an edge to the cooperative. While in the marketing business function, it is
important for cooperatives to have a packaging of the product to extend the shelf life and avoid
contamination. This will also help in having a distinguishing characteristic from the competitors.
The availability of product is also an important factor. Climate change is one of the concerns of
producers in the availability of their products.
Fifth, a strong financial structure is also a success factor on cooperatives especially to those
offering financial services (Bitonio, 2012; Bruynis, Goldsmith, Hahn, & Taylor, 2001). Having
accurate financial records can be associated to the success of a cooperative. A cooperative should
not rely on creditors nor its members on the funds of a cooperative. The management needs to
consider that the financial ratios have an important role to the performance of a business. Sound
financial planning and management are keys to the success of a cooperative (Williamson, 1987).
Lastly, having support from government and other institutions is another success factor of
a cooperative (Sexton & Iskow, 1988; Dapun, 2002; Dejene & Regasa, 2015). Government support
and other institutions also help in the success of cooperatives in terms of improvement and
extension of business functions. In the distribution-related key success factor, it is important to
have tie-ups to be able to ensure the sales of the products. Also, there is a higher success rate when
cooperatives obtained loans on Cooperative Banks than in commercial ones. The use of public
sectors assistance is important for the success of a cooperative.

Figure 1. Success Factors of Cooperatives
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Methodology
This study used qualitative meta-analysis or meta-synthesis to analyse the key challenges
and success factors of cooperatives from previous undergraduate researches of the Department of
Agribusiness Management and Entrepreneurship (DAME) and Department of Agricultural and
Applied Economics (DAAE), College of Economics and Management, UP Los Banos.
Problem tree analysis was used to analyze the challenges and issues faced by the
cooperatives. On the other hand, the key success factors were given (Table 1). These key success
factors and their respective assigned weights were based on previous studies and were validated
with an expert on cooperatives.
Table 1
Key Success Factors
Key Success Factors
Proper management
Member commitment and satisfaction
Proper training and/or experience of members and management
Quality of product and/or services
Strong financial structure
Support from the government and/or other institution
TOTAL

Weight
0.20
0.15
0.15
0.20
0.20
0.10
1.00

The cooperatives were classified based on the decade wherein the year at the time the study
was conducted belonged to. Meanwhile, the data gathered for the cooperative profile were the
geographical location, types, size, and year of existence. The problems of the cooperatives were
determined and the success factors were measured. Patterns in the problems faced by the
cooperative were also determined based on the time the study was conducted and the geographical
location, types, size, and year of establishment of the cooperatives. The same process was made
for the success factors of the cooperatives. Financial ratio analysis on cooperatives’ financial
statement were the basis in evaluation financial management issues and concerns from income
statements and balance sheets (see Figure 2 for the analytical framework of the study).
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Figure 2. Analytical Framework
The Profile of Cooperatives
Most of the studies conducted on cooperatives were from 2000 to 2009, followed by the
1990 to 1999 with 18 cooperatives, 2010 to 2017 with 9 cooperatives, 1980-1989 with 7
cooperatives and 3 cooperatives from 1970 to 1979.
Table 2 shows the number of cooperatives studied by region. Most were from Southern
Tagalog, followed by Central Luzon, then Visayas and Mindanao
Table 2
Number of Cooperatives by Region
Northern
Decade
Luzon
1970-1979
1980-1989
1
1990-1999
2000-2009
3
2010-2017
TOTAL
4

Central
Luzon
2
3
4
7

Southern
Tagalog
1
2
16
22
7
48

Southern
Luzon

1
1
2
4

VisayasMindanao
1

6
7

The cooperatives were also categorized based on whether they were based in urban or rural
areas. Majority (39) of cooperatives were in rural areas and less than half (32) were in urban areas.
Meanwhile, based on type, majority of the cooperatives were multi-purpose cooperatives. On the
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other hand, based on the nature of business, there was a large number of cooperatives with credit
services (44), followed by marketing cooperatives (41).
Table 3
Number of Cooperatives According to Nature of Business
Single-Purpose Cooperatives
Decade
Agricultural Consumers Credit Dairy Marketing
1970-1979
1980-1989
2
2
1
1990-1999
1
1
2000-2009
4
3
1
1
2010-2017
1
TOTAL
4
2
6
2
3
Multi-Purpose Cooperatives
Decade
Agricultural Consumers Credit Dairy Marketing
1970-1979
1
2
2
2
1980-1989
1990-1999
9
11
11
2000-2009
4
9
20
22
2010-2017
3
4
5
3
TOTAL
8
24
38
0
38

Producers Service
1
1

1

1

Producers Service
1
4
8
7
20

2
11
1
14

Lastly, based on the type of commodity, majority of the agricultural cooperatives were
engaged in crops (e.g., rice, corn, fruits and vegetables), followed by livestock (e.g., pigs, broilers
and cows). Some were not into agricultural produce but instead offered different products and
services such as loans, processed goods, farm inputs and equipment, and agricultural products.
Some other cooperatives were into aquaculture and dairy marketing and production.
Problem Analysis
The issues and challenges of the cooperatives were analysed using a problem tree according
for each business function: Production/Operations, Marketing, Financial, Human Resource
Management and General Management. While some of these functions overlap, the boxes in the
figures were color coded according to the business function (i.e., green for financial, red for
production, blue for general management, pink for HR, and orange for marketing.
Figure 3 presents the issues related to the production/operations function of the
cooperative. The problem seen in production/operations function was the low production of goods
and services. This was caused by the lack of raw materials, the underutilization of equipment and
facilities, lack of equipment, and natural calamities such as bad weather conditions. The
consequence of having low production was the inability of the cooperatives to engage in
sustainable operations.
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Figure 3. Problem Tree on the Production/Operations Function
A closer look at the issues and challenges faced by the cooperatives under study yielded
the insight that most problems involved with the production/operation function of the cooperative
from the equipment and facilities (e.g., lack of equipment, inefficiency, underutilization of
equipment and facilities).
Table 4
Issues and Challenges in the Production/Operations Function
Production/Operation
TALLY
Problems on Equipment and Facilities
19
Production Issues
18
Lack of Raw Materials and Supply
14
Business Operation Problems
13
Impact of External Factors
8
Other issues and challenges
4

%
25.0
23.7
18.4
17.1
10.5
5.3

The production- related problems across decades are summarized in 5, with most
production issues experienced during the Martial law era. In terms of geography, the issues
pertaining to business operations were most frequently noted to have cropped up in Northern
Luzon. Meanwhile, in Central Luzon, the problems in the production issues (equipment and
process) had the greatest number (42.9%). In Southern Luzon, Visayas and Mindanao, equipment
and facilities were the most pressing problems.
Table 4 shows the frequency of the issues on the cooperatives with their respective
commodities. Cooperatives with crops emerged to face the most problems related to the
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production/operation function. The issues on equipment were the most raised issue of cooperatives
with crops. It is followed by cooperatives with livestock. The common issues faced by the
cooperatives are problems in the equipment, issues on production, problems in business operations,
and other issues and challenges. Commodities with both crops and livestock have production
issues and lack of raw materials and supply as the main concern. For cooperatives with
aquaculture, the most common issues were the problems in business operations and the impact of
external factors such as climate. Cooperatives with dairy have problems in the production such as
decrease in production.
Popular problem experienced by cooperatives in relation to marketing was low sales
attributed to the lack of promotion, increase and improper pricing scheme, consequently resulting
to low profit. Figure 4 shows the problem tree analysis on marketing.

Figure 4. Problem Tree on the Marketing Function
The issue that was most frequently raised by cooperatives was competition (49.0%) among
all total marketing function issues. Others included lack of promotion, competition with other
firms, low sales, inferior products, limited variety of products and service, low sales, and improper
pricing scheme. The second issue on the marketing function of the cooperatives was the limited
market share (23.53%) associated with limited market, lack of outlets, and no market at all.
Other issues and challenges in the marketing function of the cooperative are the number of
traders and reliance on traders.
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Table 5
Issues and Challenges faced in the Marketing Function
Marketing
Competition
Limited Market Share
Ineffective Marketing Strategies
Low Customer Service and Satisfaction
Other issues and challenges

TOTAL
25
12
10
2
2

%
49.0
23.5
19.6
3.9
3.9

Among the cooperatives with crops as their commodity, competition was cited as the most
frequently-cited marketing issue. Meanwhile, cooperatives engaged in both crops and livestock
reported to face the issue of limited market share. On the other hand, cooperatives engaged in
aquaculture claimed that they had ineffective marketing strategies. Lastly, dairy cooperatives
pointed to competition and limited market share as their most commonly-faced issues.
In relation to the management function, effective management emerged as a main problem.
This issue was caused by lack of proper training among the personnel and officers. The effect of
having an ineffective management resulted to having inactive members, the overlapping of duties
and responsibilities and the lack of cooperation among members.

Figure 5. Problem Tree on the Management Function
Ineffective management consisted of more than two-third (71.7%) of the total general
management issues. Lack of manual of operation and implementation of policies, absence of
authority, overlapping of duties, undefined scope of work and dysfunctional structure were pointed
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out. Conflict surfaced as another issue related to the general management function which the
members experienced within and outside the cooperative.
Other issues identified were risk-aversion, lack of external support, and underpayment of
employees.
Table 6
Issues and Challenges Faced by the General Management Function
General Management
TOTAL
%
Ineffective management
33
71.7
Conflict
8
17.4
Other issues and challenges
5
10.9
The recurring problem across decades in terms of the general management function was
ineffective management. Consumer cooperatives highlighted conflict as their main general
management concern. On the other hand, ineffective management also surfaced as the most
dominant issue among credit, marketing and producers’ cooperatives.
Meanwhile, the most common issue faced in terms of the human resource management
function was the lack of participation and cooperation of members. This included limited
participation and attendance, lack of motivation and satisfaction, inactivity of cooperative
activities by members, lack of patronage, lack of cooperation, and lack of committed members.
Another issue in human resource management was the lack of training and development.
The lack of proper training of personnel, officers, and members as well as lack of knowledge on
the operations were also found to be related to this issue.
Recruitment and retention was a third issue identified related to the HR management
function of cooperatives. Increasing incidence of resignations, the need of additional staff, and the
need to recruit new members were the concerns under this issue. Same issues emerged across
decades.
Table 7
Issues and Challenges Faced by the Human Resource Management Function
Human Resource Management
TOTAL
%
Lack of Participation and Cooperation of Members
40
48.8
Lack of Training and Development
28
34.1
Low Recruitment and Retention
14
17.1
Figure 6 presents the problem tree reflecting the financial function-related issues.
Meanwhile, Table 8 presents the results of the ranking of the financial issues and challenges of the
cooperatives.
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The most frequent issue faced by the cooperatives was poor record keeping which had
spill-over effects in the form of uncollected accounts receivable, unsettled liabilities, untracked
equity, financial performance, and deteriorating financial ratios.

Figure 6. Problem Tree on the Financial Function
This was followed by high operating expense (13.4%), low profitability and weak financial
stability.
Reliance on external financing also evolved as the seventh issue including high debt, and
cooperatives heavily relying on loans and financial institutions. Cooperatives operating during the
70s reported lack of funds as the most common problem. On the other hand, for cooperatives
operating from 1980 to 1989, 2000 to 2009, and 2010 to 2017, the most common financial issue
they faced was poor record keeping.
Table 8
Issues and Challenges Faced by Financial Function
Financial
Poor Record Keeping
Lack of Funds
Poor Collection System
High Operating Expense
Low Profitability
Loss
Reliance on external financing
Other issues and challenges

TOTAL
33
29
24
18
16
7
6
1

%
24.6
21.6
17.9
13.4
11.9
5.2
4.5
0.8
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Lack of funds and poor collection system were the most common issues faced by
cooperatives studied during the 90s. The recurring financial issues of the cooperatives were poor
record keeping, poor collection system, lack of funds, and losses in the operations of the
cooperative. These problems were constantly mentioned in the researches from 1976 to 2017 and
thus appear to be perennial issues.
Cooperatives in Northern Luzon claimed to have experienced lack of funds, poor collection
system and low profitability as their most common financial issues. On the other hand, poor record
keeping was the most frequently-cited financial issue of cooperatives in the Central Luzon.
Meanwhile, for cooperatives in Southern Tagalog, Visayas and Mindanao, lack of funds, poor
record keeping and low profitability were cited as the most common financial issues.
Consumer, credit, dairy, marketing and service cooperatives identified poor record keeping
as their main concern. Dairy cooperatives expressed experiencing lack of funds as their primary
financial issue. Producers cooperatives appeared to have relied too much reliance on external
financing. As for credit cooperatives, they experienced high operating expenses and low
profitability.
Likewise, for agricultural, producers and service cooperatives, poor record keeping was
the frequently-mentioned financial issue. Lack of funds was the main concern among consumer,
credit, marketing, and producers cooperatives. High operating expenses was also pointed by
service cooperatives. For the cooperatives engaged on crops and livestock, lack of funds was
frequently experienced. On the other hand, livestock cooperatives experience poor profitability
and insufficient funds for operation.
In relation to scale of operations, micro and small asset size cooperatives mentioned lack
of funds as the most common issue they faced. Meanwhile, medium asset size cooperatives faced
poor record keeping and also lack of funds. Lastly, large asset size cooperatives experienced poor
collection as their main financial issue.
Success Factors
Using the rubrics in Table 9 below, each success factor was rated for each cooperative as
summarized in Table 10.
Table 9
Key Success Factor Rating Rubrics
Rating Description
Rubric
A key success factor is rated as low if the factors were raised as
1
LOW
a problem to the cooperative.
A key success factor is rated as medium if the factor was
2
MEDIUM
considered as strength but was also raised as an issue to the
cooperative.
A key success factor is rated as high if it was strength to the
3
HIGH
cooperative and no issues regarding this factor was raised.
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Six key success factors were used to measure the performance of the cooperatives under
study. These are: (1) proper management; (2) member commitment and satisfaction; (3) proper
training and/or experience of members and management; (4) quality of products and/or services;
(5) strong financial structure, and (6) external support.
The geographical location, type and size of the cooperatives were also used to determine if
each variable had any effect on the key success factor rating. The average success factor score in
the Northern Luzon was 2.03, 1.85 in Central Luzon, 1.68 in Southern Tagalog, 1.94 in Southern
Luzon, and 1.92 in Visayas-Mindanao. An assumption was made that the cooperatives residing in
urban areas had higher chances of success compared to those in rural areas. The cooperatives
residing in the urban areas had an average of 1.84 and the cooperatives in the rural area, 1.78.
In relation to type of cooperatives, multi-purpose cooperatives had higher chances of
success with an average score of 1.86 and single-purpose type of cooperatives, 1.72. For singlepurpose types, cooperatives with agricultural businesses turned out to have the highest key success
factor rating of 2.10. This was followed by dairy cooperatives with an average rating of 1.93,
credit cooperatives with 1.88, service cooperatives with 1.80, consumers cooperatives with 1.78,
marketing cooperatives with 1.67, and lastly, by producers cooperatives with 1.05.
As for the business nature of multi-purpose types, service cooperatives had the highest
score with 2.06. It was followed by producers cooperatives with 1.90, credit cooperatives with
1.88, agricultural cooperatives with 1.86, marketing cooperatives with 1.84, and, lastly, consumers
cooperatives with 1.83. Cooperatives with aquaculture products had a high key success factor
rating of 2.10, cooperatives with dairy products, 2.08, cooperatives with crops, 1.83, cooperatives
with livestock, 1.84, and cooperatives having both crops and livestock, 1.92.
In terms of asset size, cooperatives with large and small asset size had a higher average
score compared to those with micro and medium asset size. On the other hand, cooperatives with
micro asset size had an average score of 1.83; small asset size, 1.87; medium asset size, 1.94; and
large asset size, 2.10.
Based on the year of existence of the cooperatives, the cooperatives which were 21 years
and above and 11 to 15 years both had the highest score with 1.99. The groups were followed by
cooperatives with age of 1 to 5 years (1.93), 6 to 10 years (1.86), and, lastly, 16 to 20 years (1.47).
Among the cooperatives covered in the study, Makiling Forestry Credit Cooperative had
the highest key success factor score of 2.45, followed by Nueva Ecija Federation of Dairy Carabao
Cooperative with 2.30. Producers Cooperatives Feeds, Incorporated turned out to have the lowest
chance to succeed with a score of 1.05. As of 2015, Makiling Forestry Credit Cooperative and
Nueva Ecija Federation of Dairy Carabao Cooperative were still listed in the registered
cooperatives of the Cooperative Development Authority. The average score of the cooperatives
was 1.88 which is relatively low based on rubrics made.
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Conclusion
Cooperatives help improve the lives of its members and members of the community. Out
of the 71 cooperatives, only 41 (58%) were among the surviving, registered cooperatives as of
2015 based on Cooperative Development Authority (CDA) data.
The cooperatives were grouped according to the following: period of study, geographical
location, type (business nature, cooperative type and commodity), asset size, and years of
existence.
The financial function turned out to be beset with the most issues and challenges across all
cooperatives. The issues were related to record-keeping, funds, working capital, and profitability.
It was followed by problems on human resource management which were associated with
problems on the staff and members of the cooperative. The problems on production/operations
included issues on procurement of raw materials as well as production and operations issues. The
marketing function was the function reported to be least problematic with such issues as customer
satisfaction, marketing strategies, segmentation, and competition. Lastly, the general management
function was also beset by only a few problems with ineffectiveness as the primary concern.
The cooperatives were interpreted based on the rubrics made. According to the location,
cooperatives in Northern Luzon achieved high moderate success rate. In terms of urban/rural area,
cooperatives in the urban area emerged to have a higher success rate. According to the type of
cooperative, multi-purpose cooperatives had higher success rate compared to single-purpose
cooperatives. In terms of business nature, cooperatives in multiple purpose cooperatives have
higher success rate.
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Agricultural cooperatives obtained higher key success factor rating among single-purpose
than multi-purpose. Credit cooperatives for both types had the same success rate. Aquaculture and
dairy are the only commodities with high moderate success rate. For the asset size, cooperatives
with large asset size emerged to have a high moderate success rate. According to the age of the
cooperatives, those 21 years and above and 11 to 15 had higher success rates compared to those
which were 1 to 5 years, 6 to 10 years, and 16 to 20 years.
The average scores of the cooperatives based on the area, type, commodity, and asset size
were relatively close. The external environment factors which turned out to have an effect on
success rates included weather conditions and political-legal factors.
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Abstract
This article examined the contribution of resources and capabilities to competitive
advantage and performance of micro enterprises within the context of resource-based view. Crosssectional survey design was employed. The data came from 183 registered micro enterprises in
Catarman. The result showed that the value of resource-capability combinations is inversely
related to competitive advantage while the rareness of resource-capability combinations is
positively related. No inference can be made as to the mediating effect of competitive advantage
between value and rareness of resource-capability combinations and performance. The moderating
effect of business age between competitive advantage and performance was determined. This study
added support to the application of resource-based view to micro enterprises in rural areas in a
developing economy and unravel important implications for micro enterprises in Catarman.
Key Words: micro enterprise; resources; capabilities; competitive advantage; performance

The impact of small and medium enterprise (SME) in boosting a nation’s economy has
long been established. Despite its contribution to the economy, Asia SME Finance Monitor
identified the need to intensify small enterprises’ competitiveness to increase their contribution to
national economies (ADB, 2014). The challenge faced by Asian SMEs in terms of maximizing its
full development can be attributed to factors such as shortage of resources, lesser economies of
scale and scope, higher price of doing business, and weak network (Yoshino & TaghizadehHesary, 2016).
In the Philippines, a vast number of businesses are micro enterprises. Many of these micro
enterprises fail the test on how to go beyond the start-up stage. Among the seventeen regions of
the Philippines, the 2017 Report of the Philippine Statistics Authority showed that the economy of
Eastern Visayas had the lowest growth rate. It is dominated by industry, service, and agriculture,
hunting, forestry, and fishery (AHFF) sectors. Its economy decelerated by 1.8 per cent (“Gross
Domestic Product of the Philippines Highlights for 2017,” n.d.). In terms of performance, the
industry sector declined by 1.7 per cent. The service and AHFF sectors performance on one hand,
recorded a 6.2 and 0.1 per cent growth, which is lower than the 8.4 and 2.4 per cent growth,
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respectively, in the previous year. (“Gross Domestic Product of the Philippines Highlights for
2017,” n.d.).
Micro enterprises in the Philippines comprised 89.59 per cent of the total businesses in the
country; however, its sales and value added contribution is merely 4.9 per cent (“2017 MSME
Statistics,” n.d.). The disparity in the number of micro enterprises to its percentage contribution to
the economy is indicative of a performance problem, which is also a particular performance
problem in the Eastern Visayas region where slowest growth rate in 2017 was documented. It is
from this standpoint that this research was conducted.
Studies on the impact of business resources and capabilities to competitive advantage and
performance had been done (Cao, Berkeley, & Finlay, 2014; Lin & Wu, 2014; Newbert, 2008;
Tajala, 2012). However, empirical studies on the relationships of resources and capabilities to
competitive advantage and performance were mostly on small, medium or large enterprises
(Grimmer, Miles, Byrom, & Grimmer, 2017; Pearson, Pit, & Ryley, 2015; Perényi & Yukhanaev,
2016).
The main aim of this study was to examine the contribution of resources and capabilities
to competitive advantage and performance within the context of resource-based view (RBV) of
micro enterprises in Catarman, one of the capital towns in the Eastern Visayas region.
Understanding the extent of contribution of resources and capabilities will allow suggestions on
how micro enterprises can improve their competitive situation and, ultimately, their performance.
The output of this study will also be of interest to academics, researchers and students drawn in
the area of strategic management as it adds empirical evidence to the applicability of RBV to micro
enterprises in a rural area of a developing economy.
Literature Review
Resource-based View Theory
RBV theory postulated that valuable, rare, difficult to imitate, and non-substitutable
resources joined with capabilities in a manner that offers additional value to clienteles results to
competitive advantage (Barney, 1991). Different types of resources were identified to have
significant impact on competitive advantage and performance of businesses. The study of GodwinOpara (2016) inferred that lack of financial resources is a factor that affect the growth of small
business; finding the reluctance of banks and other funding agencies to extend credit due to lack
of collateral or security. Dunford, Snell, and Wright (2001) stated that competitive advantage is a
function of different human resource factors. Intellectual properties such as patents and copyrights
are intangible assets that cannot be easily copied by competitors because it is legally protected,
hence, it fosters sustainable competitive advantage (Galbreath & Galvin, 2006) citing Hoopes and
Madsen (2008). A study on manufacturing firms revealed that tangible or physical resources
produced significant influence in firm performance (Kamasak, 2017). A study that evaluated
preferential resource allocation from suppliers found that organizational capability of an enterprise
to form close networks with its suppliers positively result to competitive advantage (Pulles,
Veldman, & Schiele, 2016).
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In contextualizing different resources, Newbert (2008) identified five types of resources
and capabilities based on the discussion of J. Barney (1991) and suggestions from group of experts.
These are financial, human, intellectual, organizational and physical. Similar types of resources
will be used to examine the valuable and rare resources and capabilities in this study. Figure 1
presented the different hypotheses that will be tested.
Resource-Capability Combinations
Valuable, rare, inimitable and non-substitutable (VRIN) business resources and
capabilities are heterogeneously scattered among rival businesses and since the dissimilarities can
endure for a long period of time, some businesses are able to perform reliably over the others
(Barney, 2001). Resources and capabilities are also presumed to be immobile; meaning, it does
not move from one business to another for some time making it challenging for other businesses
to copy resources or implement the same strategies which contributes to businesses attaining
competitive advantage (Barney, 1991). Considering these characteristics, Newbert (2008)
advanced the ideas of different RBV scholars further and postulated that the value of resources or
the value of capabilities will only result into attainment of competitive advantage if valuable
resource-capability combinations were exploited. He further stated that “common resources (or
capabilities) can be essential to the attainment of a competitive advantage provided these are paired
with other capabilities (or resources) in such a way that the resulting combination in which they
are exploited is rare” ((Newbert, 2008, p. 748). Moreover, in maintaining sustained competitive
advantage, the VRIN characteristics should be preserved (Enriquez-De-La-o, 2015).
Various studies empirically testing the influence of resources and capabilities on
competitive advantage and/or performance found significant relationship. A study on Turkish
firms operating in different industry revealed that intangible resources and capabilities have higher
influence on firm performance as against tangible resources (Kamasak, 2017). A study on Chinese
clothing company suggested a direct relationship between fundamental resource, dynamic
capability, upgrading capability to process performance (Cao et al., 2014). Ferreira and Fernandes
(2017) found that rareness of resources and capabilities does not infer the likelihood of achieving
competitive advantage. Tajala (2012) examined large and medium sized Croatian companies and
found that companies with more valuable and rare resources achieved higher levels of sustainable
competitive advantage and performance. Based on the expected relationship of resources and
capabilities to competitive advantage and the proposal of Newbert (2008) to study resource and
capabilities in combination, it is hypothesized that:
H1: Value of the resource-capability combinations (RCC) is significantly related to
competitive advantage.
H2: Rareness of the RCC is significantly related to competitive advantage.
Mediating Effect of Competitive Advantage in Valuable and Rareness RCC and
Performance Relation
RBV seeks to explain how a business can achieve competitive advantage that will
ultimately lead to better performance (Barney, 1991). According to Tajala (2012) competitive
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advantage is a widely used concept in strategic management literature but not precisely explained
thus, it is sometimes used alternately with performance. On the other hand, Newbert (2008) noted
the distinction between competitive advantage and performance saying that competitive advantage
refers to attained economic value from taking advantage of resources and capabilities of a business
while performance is the result of the economic value captured from business operation. A number
of studies have advanced the difference between the two concepts and presented association
between the two (Ferreira & Fernandes, 2017; Ismail, Rose, Abdullah, & Jegak Uli, 2010;
Newbert, 2008a; Tajala, 2012).
Studies have presented the mediating role of competitive advantage between resources
and/or capabilities to business performance. On testing the mediating effect of competitive
advantage, Newbert (2008), revealed that valuable, rare RCC have indirect effect on performance
because value did not correlate with performance; however, competitive advantage was found to
fully mediate the relationship between rareness and performance. Kamukama, Kyomuhangi,
Akisimire, and Orobia (2017) found that while competitive advantage reduces the influence of
managerial competence to financial performance, it can also mean that banks with rare abilities
have higher possibility of achieving competitive advantage rising to superior financial
performance. In another study, valuable, rare resources and capabilities were found to correlate
with competitive advantage and the latter leads to above average performance (Tajala, 2012). It is
therefore expected that businesses who have high competitive advantage will achieve better
business performance.
Further, literatures empirically testing RBV by using performance as the dependent
variable, operationalized performance in three approaches: solely in absolute terms, solely in
relative terms, or both in absolute and relative terms (Newbert, 2014). In her work on testing VRIN
framework, (Tajala (2012), operationalized performance solely in relative terms by measuring
manager’s perceptions on both financial such as sales and nonfinancial such as market share and
found that companies with more valuable and rare resources achieve higher levels of sustainable
competitive advantage and performance. Kamasak (2017), citing Galbreath and Galvin (2008)
employed perceived measures of performance for the last three years of business operation to
“proximate a notion of sustained performance and to mitigate against temporal fluctuations” (p.
262). The use of subjective measures of performance and competitive advantage was validated by
Vij and Bedi (2016) who found a strong positive correlation between subjective business
performance and objective business performance measures.
Scholars operationalized performance as dependent variable in RBV studies used absolute
measures of performance in contradiction to their theoretical viewpoint that performance is
assessed in terms of its direct comparison to the performance of rival businesses Newbert (2014).
Ismail et al. (2010) pointed out that performance should be able to measure both financial and
nonfinancial elements to show a stronger and wider performance attribute. From these
perspectives, financial and nonfinancial measures of performance will be applied and it is
theorized that:
H3: Competitive advantage will mediate the relationship between value of RCC and
performance.
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H4: Competitive advantage will mediate the relationship between rareness of RCC and
performance.
Business Age as Moderating Variable
Researches have recognized the impact of business age in firm’s performance. Lower
business age was found to result in an increased chance of improved performance (Wood, 2006).
On one hand, business age was found to have no significant effect on the performance of homebased businesses (Roomi & Ibrahim, 2004). The moderating effect of business age was found to
enable food manufacturing companies to develop routines that enable better performance (Hui,
Mohadmed Radzi, Jenatabadi, Abu Kasim, & Radu, 2013). Age was also found to have no
significant impact to firm’s performance after 20 years of operation (Radipere & Dhliwayo, 2014).
Considering the differing effects of business age to performance, hypothesis was tested to better
comprehend the effect of competitive advantage to performance of micro enterprises.
H5: Business age will moderate the relationship between competitive advantage and
performance.

Value of resourcecapability combination

H1

H3

H2

H4
Competitive
advantage

H5

Performance

Rareness of resourcecapability combination
Business
Age

Figure 1. Performance as affected by value and rareness of resource-capability combinations by
competitive advantage and moderated by business age
Methodology
The participants in this study were owner-managers of micro enterprises in Catarman,
composed of 96 (52.5%) females and 87 (47.5%) males. Majority or 101 (55.2%) of the businesses
were into retailing and 82 (44.8%) were service providers. Business ages ranged from 3 to 40 years
(M = 8.2, SD = 6.21). Only sole proprietor micro enterprises registered as retailers and service
providers were considered since they comprised the large majority of the population. Micro
enterprise with legal entity registered under corporations, cooperatives or associations were further
removed from the list provided by DTI Northern Samar. The process yielded a remaining number
of 899 micro enterprises. Out of 300 questionnaires distributed, 192 were collected and 183
responses were found to be useable for this study. Participants whose declared business age is less
than three years were not included in the sample. The questionnaire of Newbert (2008) was
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adopted. Except for the addition of the profile section, the questionnaire’s original form was
utilized. To ensure that participants understood what were asked in the questionnaire, Waray
translations were provided. Five Waray entrepreneurs were first asked to answer and comment on
the questionnaire with translation. The translation was found to be precise and easily
understandable. The instrument with translation was pretested for internal consistency to 30 micro
entrepreneurs in Catarman and the result was acceptable to good as no alpha value was less than
0.700 (Tavakol & Dennick, 2011). Reliability analysis was again tested for the 183 respondents
and the result is shown in table 1.
Table 1
Construct Reliability
Latent Variable
Performance (P)

Cronbach α
0.852

Item
α if item dropped
P1
0.823
P2
0.778
P3
0.798
P4
0.846
Competitive
0.803
CA FR
0.744
Advantage
CA HR
0.735
(CA)
CA IR
0.892
CA OR
0.746
CA PR
0.742
Value (V)
0.958
V FR
0.956
V HR
0.944
V IR
0.954
V OR
0.944
V PR
0.942
Rareness (R)
0.962
R FR
0.954
R HR
0.951
R IR
0.953
R OR
0.955
R PR
0.954
FR: Financial Resource; HR: Human Resource; IR: Intellectual Resource; OR:
Organizational
Resource; PR: Physical Resource
Analysis and Results
Correlations
Correlation is presented in table 2 to identify variables with close association. In testing for
the hypotheses, regression was employed. All statistical tests used .05 alpha. No variance inflation
factor value exceeded 4, hence no harmful collinearity was encountered (Hair, Anderson, Tatham,
& Black, 1995). The Spearman rank-order test revealed that value and rareness of RCC were
strongly negatively correlated, r(183) = -0.653, and were significant (p < .001). Value of RCC and
competitive advantage were negatively correlated but the correlation was weak, r(183) = -0.444,
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while rareness of RCC and competitive advantage had weak positive correlation r(183) = 0.425.
Both correlations were significant (p < .001). Competitive advantage had weak positive correlation
with performance, r(183) = 0.326 and was significant (p < .001). Environmental hostility had weak
positive correlation with competitive advantage and rareness of RCC and a weak negative
correlation with value of RCC. All correlations were significant (p < .001).
Table 2
Spearman correlation matrix (N = 183)
BA
Business Age (BA)
Environmental Hostility (EH)

EH

P

CA

V

R

—
-0.118

—

Performance (P)

0.029

-0.010

—

Competitive Advantage (CA)

0.049

0.267

0.326

—

Value (V)

0.021

-0.455

0.034

-0.444

—

0.117

0.425

-0.653

Rareness ®
-0.123
0.462
Bolded statistics mean correlated at p <.001

—

Determinants of Competitive Advantage
To test the relationship between value of RCC and competitive advantage (H1), three
models were computed as shown in table 3. Value of RCC explained 14.8% of the variance
(R2=.152, F(1,181)=32.5, p<.001). The finding supports hypothesis 1. Value of RCC significantly
predicted competitive advantage (β = -0.447, p<.001). The coefficient implied that for every one
unit increase in value of RCC utilized by micro enterprises, there was 0.447 unit decrease in the
level of their competitive advantage. The result revealed that the more valuable respondents’ RCC,
the lesser their competitive advantage will be. The addition of control variables in model 2
(R2=.164, F(4,178)=8.73, p < .001) indicated that model 1 fits the data significantly better since
model 2 provided a slightly lower explanatory power at 14.5%. The control variables
environmental hostility, gender and business type did not have significant influence on competitive
advantage. Model 3 revealed that none among the five identified types of resources and capabilities
had significant influence on competitive advantage if regressed separately from each other,
indicating that no specific type of valuable resource had significant impact on the competitive
advantage of respondent micro enterprises.
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Table 3
Competitive advantage on value of RCC
Model 1
Intercept
4.52***
(0.170)
Value of RCC
-0.447***
(0.078)
Environmental Hostility
Gender (M-F)
Business Type (S-R)
Value
(Financial Resource)
Value
(Human Resource)
Value
(Intellectual Resource)
Value
(Organizational Resource)
Value
(Physical Resource)
R
0.390
R2
0.152
2
Adjusted R
0.148
No. of observations
183
Standard errors are reported in the parenthesis
*** indicates significance at 99% level

Model 2
4.4***
(0.373)
-0.422***
(0.09)
0.017
(0.057)
0.145
(0.099)
0.047
(0.01)

0.405
0.164
0.145

Model 3
4.46***
(0.171)

0.190
(0.132)
-0.207
(0.178)
-0.133
(0.144)
-0.166
(0.197)
-0.149
(0.216)
0.419
0.175
0.152

To test the relationship between rareness of RCC and competitive advantage (H2),
regression analysis shown in table 4 was computed. The rareness of RCC explained 15% of the
variance (R2=.155, F(1,181)=33.2, p<.001). Rareness of RCC significantly predicted competitive
advantage (β=0.367, p<.001). The coefficient implied that for every one unit increase in the
rareness of RCC, there was 0.367 unit increase in the level of competitive advantage of the micro
enterprises, finding support for hypothesis 2. The addition of control variables revealed that model
1 fit the data significantly better since model 2 (R2 = .168, F(4,178) = 8.98, p < .001) provided a
slightly lower explanatory power at 14.9%. The control variables were found to have no significant
influence. Model 3 showed that no specific type of rare resource and capability affected
competitive advantage. This implies that for rareness of RCC to have significant impact on
competitive advantage, the different types of resources and capabilities must be examined together.
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Table 4
Competitive advantage on rareness of RCC
Model 1
Intercept
2.23***
(0.241)
Rareness of RCC
0.367
(0.064)
Environmental Hostility
Gender (M-F)
Business Type (S-R)
Rare
(Financial Resource)
Rare
(Human Resource)
Rare
(Intellectual Resource)
Rare
(Organizational Resource)
Rare
(Physical Resource)
R
0.394
R2
0.155
2
Adjusted R
0.15
No. of observations
183
Standard errors are reported in the parenthesis
*** indicates significance at 99% level.

Model 2
2.2***
(0.277)
0.358***
(0.074)
0.016
(0.057)
0.153
(0.1)
-0.029
(0.102)

0.410
0.168
0.149

Model 3
2.19***
(0.239)

-0.213
(0.127)
0.187
(0.147)
0.235
(0.133)
0.247
(0.126)
-0.079
(0.127)
0.44
0.194
0.171

Mediating Effect of Competitive Advantage
Four conditions within the operational framework were tested to determine the mediating
effect of competitive advantage between value (H3), rareness (H4) of RCC and performance: (1)
value and rareness of RCC utilized by micro enterprises should significantly predict competitive
advantage; (2) Competitive advantage should significantly predict performance; (3) Value and
rareness of RCC should significantly predict performance in the absence of competitive advantage;
and (4) the influence of value and rareness of RCC on performance should be lowered or removed
with the inclusion of competitive advantage (Baron & Kenny, 1986).
The result presented in table 5 indicated that the value of RCC (R2=.000, F(1,181) =0.096,
p=.757) and rareness of RCC (R2=.016, F(1,181) = 0.085, p=.085) did not predict performance,
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failing to comply with the third and accordingly, fourth requirement for mediation. Thus, value
and rareness of RCC do not have statistically significant influence on performance, rejecting
hypotheses 3 and 4.
Table 5
Regression result on the mediating effect of competitive advantage
Conditions
Value
Rareness
1. Value and rareness significantly predicted competitive
Yes
Yes
advantage.
2. Competitive
advantage
significantly
predicted
Yes
Yes
performance.
3. Value and rareness significantly predicted performance in
No
No
the absence of competitive advantage.
4. The influence of value and rareness on performance was
No
No
removed with the inclusion of competitive advantage.
Moderation Effect of Business Age
To test the hypothesis that business age moderates the relationship between competitive
advantage and performance of micro enterprises, moderation analysis using Preacher and Hayes
Bootstrapping method using Jamovi was conducted. Table 6 revealed that the interaction variable
is statistically significant (β=-0.021, t(180 )=-2.12, p=0.034). Further examination of results
showed a buffering effect where there is a positive relation between competitive advantage and
performance while a negative relation between business age and performance and, between the
interaction variable and performance were recorded. The result suggests that as competitive
advantage and business age increased, micro enterprises’ performance decreased.
Table 6
Moderation Estimates
95% Confidence Interval
Estimate

SE

0.39734

0.06808

BusAge

-0.00283

CA ✻ BusAge

-0.02122

CA

Lower

Upper

Z

p

0.2439

0.51894

5.836

< .001

0.00780

-0.0196

0.01299

-0.363

0.717

0.01002

-0.0347

0.00553

-2.118

0.034

CA: Competitive Advantage; BusAge: Business Age
Discussion and Conclusions
In light with the dearth of literature on the applicability of RBV in understanding the
competitive advantage and performance of micro enterprises, and the aim to support performance
improvement of micro enterprises in rural areas, this study examined how value and rareness of
resources and capabilities contributed to the competitive advantage and performance of micro
enterprises in Catarman. Correspondingly, the degree of relationship of value of RCC, as well as
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the degree of relationship of rareness of RCC to competitive advantage was determined. Further,
the possibility of competitive advantage mediating the relationships between value and rareness of
RCC and performance of micro enterprises, and the moderating effect of business age between
competitive advantage and performance were examined.
The findings revealed that the more valuable the RCC of micro enterprises in Catarman,
the lesser their competitive advantage. This result is in contrast to the findings of some scholars
establishing positive relationship between value of RCC and competitive advantage (Ferreira &
Fernandes, 2017; Newbert, 2008; Tajala, 2012). The outcome revealed that the more valuable
respondents’ RCC, the lesser their competitive advantage, suggesting a low perception of
competition in Catarman business climate. The study of Katila and Shane (2005) stating that
contrary to common belief “low-competition, resource-rich, and high demand environments” (p.
826) do not support innovation might explain this result. Putting it in the resource-based
perspective, resource-capability and competitive advantage will correlate positively in climates
where there is perceived high competition or lack of resources, forcing a need to innovate (Katila
& Shane, 2005). Therefore, under high competition environment, positive correlation can be
expected, but in low competition environment, there will be negative correlation. Considering the
inverse relationship of value of RCC and competitive advantage, it is suggested that the local
government of Catarman and the Department of Trade and Industry should spur the competitive
climate by supporting interested parties with great enterprising ideas who lack the proper funding
to upgrade their business.
Testing for the relationship between rareness of RCC and competitive advantage showed
that the rarer the RCC utilized by Catarman micro enterprises, the greater the possibility that they
will attain competitive advantage, consistent with the findings of Newbert (2008) and Tajala
(2012). Since competitive advantage is positively predicted by rareness of resources and
capabilities utilized, Catarman micro enterprises may consider investing on assets and/or
capabilities that are unique or should consider combining resources and capabilities in a very
different way to increase their competitiveness.
When mediating effect of competitive advantage was examined, it was found to have no
mediating influence on the value and rareness or RCC and performance micro enterprises,
determining that the value and rareness of RCC do not significantly influence performance. The
results suggest that micro entrepreneurs in Catarman have not strategically prioritized or do not
see the importance of identifying and developing real competitive advantage (Ferreira &
Fernandes, 2017). As forwarded by Newbert (2008), enterprises aiming to increase their
performance should only utilize resources and capabilities in new combinations to reduce cost and
respond to possible threats. The study was also able to establish a buffering effect of business age,
suggesting that the performance of micro enterprises in Catarman declines as competitive
advantage and business age increase. Hence, it is recommended that study on the lifecycle and
maturity of micro enterprises be looked into for further study.
The low explanatory power in the models presented can be attributed to different types of
businesses included in the sample for analysis (Galbreath & Galvin, 2006) thus, a limitation of this
study. The data was collected using survey questionnaire that may be subject to common self634 | P a g e
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report bias. Respondents evaluated their performance and competitive advantage as against their
competitors over the previous-three year period, which may not suffice to establish performance
and competitive advantage. To minimize this particular limitation, estimated sales growth from
previous year was asked during survey for comparison purposes during data analysis. Finally,
further study on resources and capabilities of micro enterprises may include the other two
characteristic of the VRIN framework – inimitability and network or organization to better
comprehend the applicability of RBV in explaining the competitive advantage and performance of
micro enterprises.
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Abstract
This study described the existence of a strategic decision-making process among micro,
small, medium enterprises (MSMEs) in the Philippines. As a recognized contributor to the
country’s economic growth, this sector has been providing income opportunities for small-scale
entrepreneurs. Despite its continuous growth, extant literature studies reveal that MSMEs suffer
unsatisfactory firm performance as a result of poor strategic marketing decisions. Basing on
Jocumsen’s (2004) proposed a model for the strategic marketing decision process, the researchers
determined how MSME business owners make strategic decisions through steps, methods, and the
contextual factors involved. The researchers employed a case study methodology and qualitative
research design in conducting in-depth interviews at LMT Enterprise, a micro-firm based in Davao
City, Philippines. This study further utilized descriptive analysis to determine the similarities and
differences in the decision making process proposed by Jocumsen (2004) for small businesses.
Significant findings reveal that a strategic marketing decision process exists at LMT Enterprises.
Strategic decisions involved large-scale investments such as innovations on processes and
products; capability development for employees; and diversification decisions. Consistent with the
proposed model used, this study revealed a similar result in describing that decision-makers follow
less-complex, nonsequential steps in collecting relevant information, analyzing financial needs,
and in committing to strategic decisions. The extensive use of inherent competencies such as
heuristics and intuition/gut feel with the influence of the owners’ external networks during the
decision-making process provided significant differences in the findings indicated by previous
researches. In contrast to the early findings of Jocumsen (2004) wherein only internal context
impacts strategic decisions, this study revealed that external contextual factors such as the
importance of financial availability, market uncertainties, and technology trends influence
strategic decisions. Key implications in this study include the evident interplay of business owners’
personality, exposure to numerous networks, and availability of financial means in carrying out
strategic decisions. Future research is recommended to encourage further support from the
government and private organizations in contributing to the sustainable growth of MSMEs in the
Philippines.
Key Words: Strategic marketing decision; strategic marketing; firm performance; micro small
medium enterprise
638 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Introduction
Marketing is considered as a “business philosophy” in micro, small and medium-sized
enterprises (MSME). It serves as an important guide to the alignment of the firm’s objectives and
operations (Brooksbank et al., 1992; Baum & Wallly, 2003). With its burgeoning industry
(Philippines Statistics Authority, 2015; 2018), small businesses have gained attention from
governments, researchers, and entrepreneurs in the recent years (McLarty, 1998; Lee, Lim, Tan,
& Wee, 2001).
In the Philippines, the government recognizes the important role of MSMEs in spurring
and helping economic development (Senate Economic Planning Office, 2012). By definition, a
micro enterprise would have an asset of up to PhP3,000,000, with one to nine employees. Smallsized enterprises would have an asset size of PhP3,000,001 to 15,000,000, with a total of ten to 99
employees; and a medium-sized enterprise would post an asset up to PhP100,000,000, with most
organizations having 100 to 199 employees. As small business opportunities spawned interest for
alleviating poverty and improving the quality of life, most Filipinos embark on establishing micro
businesses in supporting family needs (Bersales & Bautista, 2018).
Using the theoretical framework of Jocumsen (2004), this study will describe the
similarities and differences of strategic marketing decision making from the perspective of a micro
enterprise. Specifically, this study will determine how strategic decisions are made at LMT
Enterprises, a Davao-based, family-owned business that provides retail products and services for
agricultural uses.
Jocumsen’s (2004) work about strategic marketing decision process has been cited by
numerous studies (Huang, 2009). However, the proposed process was not tested in various
business settings, specifically in the context of Philippine-based MSMEs. The confirmatory study
of Jocumsen (2004) states that small businesses decide with simple, non-sequential steps. These
steps start with decision initiation and followed by the intervening steps of information gathering;
financial analyses and assessments; and internal matters. After these steps are done, Jocumsen
(2004) observed that decision-makers usually enter into the final decision commitment.
Aside from the steps, Jocumsen (2004) also included methods and contextual factors that
may influence decisions. These include internal and external networks; learned and inherent
competencies; and external and internal factors in the business environments. While decisionmaking process has been explored in research studies, the concept of strategic marketing decisions
in the context of MSMEs remains under-researched and attached to conventional marketing
instead of being distinct on its own (Simpson & Taylor, 2002; Gilmore et al., 2001). This empirical
paper is outlined with a literature review of strategic marketing decisions. Research methods are
also described in the following sections, including significant discussion or results and
implications that are relevant for MSME owners, managers, researchers, and marketing
practitioners in general.
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Review of literature
Strategic decisions and strategic marketing
Despite the novel growth of MSMEs, small to medium-sized businesses achieved limited
success in terms of overall firm growth due to poor decision-making processes (Jocumsen, 2004;
Frosen, Jaakkola, Churakova, & Tikkanen, 2016). The resource-based view of the firm (RBV),
prioritize strategic choices in the deployment of resources to maximize profits (Fahy & Smithee,
1999). In a study of 12,530 Swedish participants from the MSME sector, Yazdanfar (2013) found
that profitability can be achieved as long as decisions are focused on maximizing profits and longterm customer relationships. Spillan and Parnell (2006) found that market orientation is a
significant factor in strategic marketing decisions, possibly contributing to firm performance
(Laukkanen, Nagy, Hirvonen, Reijonen, & Pasanen, 2011; Lee, 2004). Underpinning RBV,
Morgan (2011) and observed that when a firm’s resources are strategically deployed to carry out
innovative and marketing-related decisions, firms experience faster returns due to advancements
against competitors (Ahmed, Kristal, & Pagell, 2014).
While several research studies have supported RBV, Sok, O’Cass, and Sok (2013) asserted
that not all firms are endowed with abundant resources and in order to succeed, business owners
must exercise management tools and philosophies carefully. In a study involving 45 small business
owner-managers in Australia and Northern Ireland, MSMEs are often faced with challenges in
resources and capabilities unlike larger firms (Lovelock, 1983; Gilmore, Carson, & Grant, 2001).
Small business owners are also managers of their own firms. Research studies have indicated that
they commonly initiate long-term goals in a less formal manner (Brownlie & Spencer, 1995;
Greenbank, 2001; Baum & Wally, 2003).
Similarly, in a study of 423 firms in Great Britain, Brooksbank (1991) posited that effective
marketing is important to sustain firm growth. With 231 small businesses, Brooksbank, Kirby, and
Wright (1992) argue that MSMEs do not formally execute strategic marketing decisions through
a documented process, unlike large organizations. Marketing practices such as commitment from
business owners and managers; timely situation analysis; use of strategic planning tools (Boyd,
1991; Brooksbank et al., 1992); and long-term vision are essential for the success of MSMEs
(Brooksbank, 1991; Kirca, Jayachandran, & Bearden, 2005). In connection, Simpson, Padmore,
Taylore, and Hughes (2006) highlighted the importance of setting objectives. For MSMEs,
objectives were often undocumented and shared to employees informally. The characteristics of
these objectives must be marketing-led or marketing-dominated in order to achieve stable business
operations, survival amidst competition, and the ability to grow the business despite volatile
market environments.
Moreover, Varadarajan (2010) differentiated strategic marketing decisions from other
decisions. Strategic marketing decisions are firm-based decisions based on marketing context and
impact long-term firm performance. Jocumsen (2004, p.660) further defined strategic marketing
decisions as “marketing-related decisions of significant importance to the firm in terms of business
and financial performance, long-term survival, and the significant impacts they have upon all or
most of the other functional areas of the business.” These decisions involve massive resource
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deployments and are usually spread over a longer-term horizon. Additionally, these decisions
entail resource commitments that allow firms to achieve cost or differentiation advantage. Strategic
marketing decisions are often enacted by top management. Also, these decisions include certain
tradeoffs due to high costs and are made in consideration of other strategic decisions in the
company (Varadarajan, 2010).
Although strategic marketing decisions have been discussed in the available literature, a
concrete decision process has not been established in the context of MSMEs. This observation
prompted Jocumsen (2004) in conceptualizing a possible model of process for small businesses.
In examining different strategic marketing decisions from 32 small and medium-sized firms in
Australia, the author found that MSMEs were experiencing failure rates and unsatisfactory
performance. The existence of business rivals, technological changes, poor strategic marketing
decisions, and unstable market environments contribute to these poor performances. Jocumsen
(2004) also observed that owners and managers decide when it feels right or when their instincts
dictate it to be so, forming perceived rationality as part of their learned competency.
In Asian countries, there are few studies about the decision-making aspects of MSMEs
(Ndiaye, Razak, Nagayev, & Ng, 2018). Ghosh, Liang, Meng, and Chan (2001) explored the key
success factors and capabilities that made MSMEs in Singapore successful. Huang (2009) tested
the proposed model of Jocumsen (2004) with 35 Chinese firms and results revealed that good
relationships among networks, effective management, and marketing have made these companies
survive despite the challenging business environment. Further, Metts (2007) investigated 547
small firms in the Western USA and revealed that owners and managers must be assertive and
highly interactive when carrying out strategic decisions. The ability of the decision-maker to
bargain, take risks, and be spontaneous are critical factors that may influence the improvement of
firm performance.
Strategic marketing decision steps, methods, and contextual factors
Jocumsen (2004) reviewed the available strategic decision-making research studies and
found that most strategic decisions are described through steps, methods, and contextual factors.
Steps refer to the decision process adopted by decision-makers. Originally, there were seven
sequential steps in Jocumsen’s theoretical research. However, his confirmatory study revealed only
five steps that are practiced by small businesses. Figure 1 illustrates the similarities and differences
in steps.
In his final model, these steps are found to be non-sequential and may overlap with other
steps. Jocumsen’s (2004) strategic marketing decision steps begin with the initiation phase when
MSME owners or managers identify the issues that need large scale decisions and resources. The
intervening phases of information gathering, financial assessment, and internal matters are then
considered. Information gathering refers to the collection of relevant data that helps business
owners and managers in validating their observations and proposed actions. After this, an
assessment of financial capability is normally performed by MSME owners and managers (Sarnat
& Levi, 1969; Boardman, Reinhart, & Celec, 1982; Bosch, Serrats, & Tarrazon, 2007).
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Figure 1. Various strategic decision making process
among micro and small business adapted from Jocumsen (2004)
Internal matters such as family, ethical considerations, social welfare of employees, and
feedback from customers are also considered. When these three phases are simultaneously
addressed, Jocumsen (2004) observed that MSME decision-makers enter into a final commitment
phase, wherein decisions are formalized and implemented in the firm.
Further, Jocumsen’s (2004) study also revealed that decision-makers utilize two major
methods in strategic decision making. These are competencies and networks. Learned and inherent
competencies form part of the decision itself. Formal analytical tools, rationality, education, and
training are considered as learned competencies; while intuition/gut feel, heuristics or “trial-anderror”, and creativity are classified as inherent competencies.
Networks are identified as the connections developed by small business owners and
managers (Carson, Gilmore, & Rocks, 2004). Internal networks include colleagues in the company
and family. On the other hand, external networks are associated with seeking guidance from
friends, professional experts, financiers, government, competitors, and other businesses.
Contextual factors also influence strategic decisions. Internal contextual factors involve the
use of past experiences, type, and nature of the business, manager’s education, and behavior when
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risks are present. On the other hand, external contextual factors involve the availability of financial
means, market uncertainties, technology, and political instability (Smith-Daniels & Smith-Daniels,
1987). In fact, decision speed is even considered as a predictor of growth in firm performance
(Baum & Wally, 2003).
Considering all the available literature pieces, these research studies have shed light on the
existence of strategic marketing decisions across numerous MSME settings. The arguments on the
importance of strategic decisions and strategic marketing are further sparked with influences from
the owners’ predicaments toward the achievement of business goals, as well as financial and
constraints on human capital, knowledge, expertise, and level of competition in the external
business environment (Cravens, 2006). In this study, Jocumsen’s (2004) proposed a model for
strategic marketing decision process will be used and analyzed.
Methodology
Profile of the business
The respondents of the study include the top management leaders of LMT Enterprises and
most of its employees as key informants. The firm has been operating for seven years in Davao
City and is specifically engaged in agribusiness retailing. Presently, the company sells personal
protective equipment (PPEs), pre/post-harvest materials, and agriculture industrial supplies to
agribusiness owners and workers. Annual sales for the past two years averaged up to
PhP10,000,000, with annual profits of PhP5,000,000. The company has a total of seven employees:
two persons from the management team, one operations manager, two administrative and order
processing employees, an office secretary, a delivery man handling the logistics requirement of
the business. Based on the MSME characteristics in the Philippines, the company is categorized
as a micro-firm.
Profile of the participants
The respondents include the top management, which is composed of a husband and wife
tandem. The husband, who is an engineering graduate, assumes the highest position in the firm as
the General Manager. His previous business experiences include computer programming, sales,
and marketing. Currently, the business owner possesses numerous external networks as he is an
active member of the Davao Chamber of Commerce and the Davao City Young Entrepreneurs
Association. On the other hand, the wife is the designated Finance Manager. She finished a degree
in accountancy and has formed partnerships with Davao business leaders and government workers.
The finance manager also possesses deep working knowledge in handling a business from another
family business at a young age.
Major business functions are currently managed by the Operations Manager who oversees
two administrative officers-in-charge of interfacing with the different customers, delivery
personnel and an office secretary who is in charge of invoicing. The Operations Manager had
previous exposure to managing people in service firms based in the Davao region. The rest of the
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employees are college-level and college graduates, basically with experiences in sales and retail
businesses.
Research instrument and procedures
In carrying out the objectives of this research, the study utilized in-depth interviews. The
unstructured interviews allowed the researchers to gather important information that answered the
research objectives outlined in this study. According to Saunders, Thornhill, and Lewis (2009), indepth interviews are useful in exploratory studies where respondents are allowed to freely present
their answers and opinions based on the theme of the interview.
Moreover, the interview questions were anchored on Jocumsen’s (2004) study and
findings. Although the interview guide details different themes and specific questions under each
phase of the strategic marketing decision process, the researchers also asked additional questions
that are necessary to address the objectives of the study. The interview was executed during a twoday period in March 2019. Upon receiving the signed consent from the general manager, the
interview sessions were scheduled based on the availability of each employee. All employees were
approached to answer the in-depth interview questions. In total, there were six employees who
participated in in-depth interviews.
After collecting and organizing the data, the researchers requested the participants to
validate the interview answers, which were summarized based on the necessary information
required in the study. As part of qualitative analysis, the researchers used pattern matching, content
analysis, and descriptive conceptualization to draw out similarities and differences among the
responses. These patterns and analyzed content were used to develop significant findings discussed
in the next section of this study.
Results and discussion
Based on the methods aforementioned, significant findings were drawn from the in-depth
interviews. This section explains the results of the interviews conducted and presents the data
gathered vis-à-vis the strategic marketing decision process outlined by Jocumsen (2004).
Steps in strategic marketing decision process
Top management leaders at LMT Enterprises reveal that their decision-making process is
not formally structured, with non-sequential steps involving the following phases:
Decision initiation step
In assessing if the company performs the first step which is the decision initiation phase,
respondents were asked about the level of involvement that they have exerted in their job functions
and the type of strategic marketing decisions that were made or planning to be implemented in the
firm. The interviewees were also asked if they are aware of the objectives of these decisions.
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Results reveal that top management leaders are fully involved in all strategic marketing
decisions at LMT Enterprises. On the other hand, the firm’s middle manager and the rest of the
employees expressed limited involvement in strategic marketing decisions. This involvement is
seen when decisions are related to the delivery of products, processing of orders, interaction with
clients, and monitoring of quality.
In sorting out the decision types identified by the respondents, the researchers used the
guide that Varadarajan (2010) proposed so that strategic marketing decisions are identified clearly.
To recall, strategic marketing decisions are those decisions which will involve irreversible
resources that are usually large-scale; entails commitment for long-term vision and can be spread
out in a lengthy period; include decisions for the purpose of obtaining cost leadership advantage
and differentiation in the market; entails tradeoffs; and are usually made in the higher levels of the
organization, with the context of other strategic decisions.
The respondents enumerated the following five categories of the types of decisions made
in the company:
1. Product and process-related innovation decisions such as the purchasing of new
equipment, improvement in processing orders, and new product development.
2. Service-related innovation decisions such as extensive training programs, and
technological resources for customer service processes.
3. Diversification decisions such as related diversification through tapping other
industries with new products related to the core offerings; and unrelated
diversification through tapping industries outside of the core business with new
product offerings outside of the existing core products.
4. Expansion and relocation decisions such as multiplication of branches, as well as
the development of facilities through adding well-equipped showrooms, new office
buildings, and additional satellite units to reach more customers and increase
market share.
5. Client engagement-related decisions such as frequent visits to customers, ensuring
customer satisfaction and granting of superior favors or discounts to targeted
clients.
Among these decisions identified, only four categories qualify as strategic marketing
decisions. These are decisions involving product and process-related innovation; service-related
innovation; diversification; and expansion and relocation. These decisions entail large resource
commitments that are hardly reversed in the future and are usually made with a long-term outlook.
Initiating these decisions include serious tradeoffs and must be aligned with other strategic
decisions. Also, top management leaders commonly initiate and implement these decisions.
In terms of objective setting, all employees confirmed that they work cohesively in
developing realistic objectives. These objectives are communicated properly by top management
leaders toward its employees. These results support Jocumsen’s (2004) findings that top
management in micro firms do set objectives for decisions (Greenbank, 2001) and initiate these
decisions most of the time.
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Intervening steps of information gathering, financial assessment, and internal matters
In assessing these steps, the interviewees were asked to identify the type of data that they
commonly gather for decision-making activities. Results indicate that top management gathers
numerous information compared to the middle manager and staff. Data gathered include
competitors’ analysis, market trends, customer and supplier information, historical sales data and
customer feedback. Also, results reveal that all respondents are sourcing information from internal
networks which would include all employees within the firm. Additionally, top management
leaders extensively source out information to external networks, such as friends, competitors,
financiers, and professional experts. Given these results, Jocumsen’s (2004) assertion on the role
of internal and external networks in decision making is supported.
Similarly, financial analysis and assessments are done before finalizing strategic marketing
decisions. The interviewees were asked to enumerate the constraints or cost considerations for
every past or current decisions. The respondents emphasized cost considerations on quality, price,
customer expectations, and customer benefits for strategic marketing decisions involving huge
scale financial resources. Top management leaders also consider the possible contribution of these
decisions to profit and the availability of the resources.
Results further suggest that in addressing financial needs, top management leaders often
rely on financiers for business loans and on personal savings to top up the needed amount.
Financial information such as cash flow, inflation, and interest rates guide the finance manager in
pursuing investment decisions. Simple metrics are also adopted by LMT Enterprise in terms of
evaluating strategic marketing decisions. These metrics include possible return on investment
(ROI), return on assets (ROA), and return on sales (ROS). Non-financial metrics involve
operational indicators such as turn-around time to service customers and positive customer
feedback.
Further, results suggest that during information gathering and financial assessments, micro
enterprise owners and managers consider internal matters in between. Long-term objectives are
highly important for business owners. However, these are seldom documented and are
communicated in a less formal way compared to large organizations. In the case of LMT
Enterprises as a micro firm, long-term objectives include goals to diversify products and markets;
forging of long-term customer relationships; growth in profit; backward and forward integration;
goals for market leadership and first-mover advantage. Other internal matters considered are
manager’s traits and past experiences; associated risks; and the ethical and social considerations
concerning employees and customers.
In view of these pieces of evidence, results confirmed Jocumsen’s (2004) observations that
data gathering, financial planning, and assessment of internal considerations are done nonsequentially and may overlap with other steps in the decision-making process.
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Final commitment step
According to Jocumsen (2004), the last step of the strategic marketing decision process is
the final commitment. The interviewees were asked to rate the decision speed in the firm. Fast,
moderate, and conservative paces were the type of responses received for this item. In this study,
fast decisions refer to decisions made in a span of one to three months; moderately-paced decisions
are those which are made within four to six months, and conservatively-paced decisions are usually
done seven months and above.
Results emphasize that fast decisions were done for investments in training, new product
improvements, and software acquisitions that enhanced internal business processing. Moderatelypaced decisions were done in hiring additional employees and the acquisition of additional
equipment. Further, conservatively-paced decisions involved purchase or investments in big-ticket
items such as relocation, renovation, expansion of market coverage, diversification of product lines
within and outside of agribusiness such as construction-related products.
Final decisions are further based on financial viability, intuition, long-term goals,
contribution to profit growth, and on the data gathered. In addition, the act of final commitment to
strategic decisions seems to follow a trend. The smaller the financial resources needed, the easier
it was for top management leaders and managers to commit to certain strategic marketing
decisions. Given these findings, LMT Enterprises as a micro firm apply the same steps proposed
in Jocumsen’s (2004) framework.
Methods utilized in strategic decision making
According to Jocumsen’s findings, less of the learned competencies are utilized by small
business owners. These competencies are further limited to basic analytical tools, less formal
written activities, and perceived rationality of doing things as it feels right to them. Jocumsen
(2004) also highlighted that intuition/gut feel is extensively used as a dominant inherent
competency. Contrary to his findings, top management leaders at LMT Enterprises equally utilize
both learned and inherent competencies. Also, results suggest that dominant inherent competencies
included heuristics or the practice of “trial-and-error.” In the validation of these results, the owners
revealed that during the start-up phase, inherent competencies are dominant, while during the
growth phase of the business, both competencies are equally used.
In terms of networks, Jocumsen’s findings indicate that small businesses immensely use
internal networks since most MSMEs are family-owned, while the use of external networks is
considered to be very low. Opposite to his findings, the results of this study reveal that top
management leaders at LMT Enterprises extensively use external networks than internal networks.
During the interview, owners indicate that traditional style of family business decision making
does not align well to their vision for the business. Hence, the owners extensively rely on
professional consultants, financiers, long-time customers and trusted friends in evaluating and
finalizing strategic decisions. Table 1 presents a summary of the findings in this study, specifically
on the methods utilized by business owners.
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Contextual factors influencing strategic decisions
Jocumsen’s (2004) study revealed that external contextual factors do not influence strategic
decisions in small businesses, while internal contextual factors have a limited influence on these
decisions. Interestingly, interview results contradicted the early findings of Jocumsen (2004).
Table 1
Summary of the findings
Theoretical research framework for
strategic decision process by Jocumsen
(2004)
A. Steps
Seven Sequential Steps
(Please refer to Figure 1)

Findings from Jocumsen’s Findings from LMT
(2004) confirmatory study Enterprises
for small businesses
Five Sequential Steps
(Please refer to Figure 1)

Similar to Jocumsen’s
five sequential steps

Less learned competencies
identified
as
basic
analytical tools, reasonable
written
activity,
less
formality, and perceived
rationality.

Equal use of learned
competencies,
specifically
basic
analytical tools, less
formality,
and
perceived rationality.

Inherent competencies identified as
intuition/gut
feel/instinct, Extensive use of inherent
learning/experience, creativity, and competencies
with
long-term strategic thinking.
dominance for intuition/gut
feel/instinct.

Equal use of inherent
competencies.
Heuristics or “trialand-error” technique
and
intuition
are
dominant.

B. Methods
Competencies:
Learned competencies identified as
rationality,
formality,
written/unwritten,
and
formal
analytical tools.

Networks:
Internal
networks
such
family/founder and employees.

as Extensive use of internal Less use of internal
networks and family as a networks, specifically
dominant network.
family.

External networks such as professional
experts,
financiers,
public
or
government agencies, customers,
suppliers, other businesses, and friends.

Very low use of external
networks and limited to
bankers, accountants, and
government departments.

Extensive
use
of
external
networks
dominated
by
professional experts,
financiers, customers,
and friends.

C. Context:
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Internal contextual factors such as
decision types (urgency, importance,
complexity); manager’s education,
leadership, and personality; and
business (portfolio, size, culture,
organizational structure, history).

Limited internal contextual More influential when
factors such as decision small-scale decisions
importance, firm size, firm are about to be made.
structure, risk tolerance
and education of manager.

External contextual factors such as
market
uncertainty,
regulatory
environments, technology, availability
of financial means, competitors,
policies, and political instability.

External contextual factors
do not influence the
strategic
marketing
decision process of small
business
owners
and
managers.

More influential when
large-scale decisions
will be made, and is
dominated
by
technology,
competitors,
and
financial means.

As shown in Table 1, when small-scale decisions are considered, micro firm owners
revealed that internal contextual factors are more influential. These factors include urgency,
manager’s leadership, and organizational culture.
However, when large-scale decisions are considered, external contextual factors become
more influential. The external contextual factors are usually dominated by technology,
competitors, and financial availability. Owners also revealed that some strategic decisions were
not pushed through due to financial constraints. These differences open up possible relationships
between the magnitude of strategic decisions and contextual factors.
With all the similarities and differences, the manager’s inclination to both factors may
influence existing and future strategic decisions. Considering all the results gathered, Jocumsen’s
(2004) steps in decision making are similarly applied in micro firms such as LMT Enterprise.
While there are similarities, significant differences were also observed. Contradicting results in
terms of utilizing inherent competencies, networks, and contextual factors suggest that the strategic
decision-making process may vary depending on the owners’ networks, personality, long-term
objectives, exposure to financial resources, and business acumen.
Conclusions and future research
In conclusion, this research contributes to the evolving literature concerning MSMEs
through describing the existence and process of strategic decision making based on Jocumsen’s
(2004) model. With the results gathered, the researchers conclude that Jocumsen’s model can be
applied to Philippine MSMEs, particularly to LMT Enterprises.
It can be concluded that significant findings discussed are consistent with the observations
of Jocumsen (2004), specifically on the steps of how strategic decisions are made. Evidence of
strategic marketing decisions include technological investments; employee capability investments;
process improvement investments; new product innovations; and diversification to new business
industries. The researchers also conclude that MSMEs, specifically LMT Enterprises, adopt a less
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complex and less formal strategic marketing decision process. A clear reading on the internal needs
of the organization and the understanding of the specific nuances in the organizational culture
allowed the top management to make the strategic marketing decisions process more open to
employees.
In addition, this study concludes that external networks and external contextual factors may
highly influence the strategic decision making of micro firm owners, contrary to the findings of
Jocumsen (2004). Internal matters, learned and inherent competencies also affect decisions
depending on the urgency and magnitude of these decisions.
Since this paper conducted the research on a single micro-firm, existing limitations such as
the possible differences on how business owners from small and medium enterprises decide should
be considered. Future research can be done, specifically in involving numerous firms from the
MSME sector of the Davao region to ascertain the processes in strategic decision making.
Overall, this study concludes that top management efforts are imperative in making sound
strategic decisions and the adoption of a simpler process is deemed appropriate for smaller firms
such as LMT Enterprises. The utilization of networks, competencies, and information about
markets, competitors, customers, and financial means will aid in predicting future outcomes of
strategic marketing decisions. Obtaining additional information on how strategic business
decisions are made by the business owners of MSME can aid the government, private business
sectors, and non-government agencies in crafting possible sustainable policies and interventions.
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Abstract
Family Business is an integral part of the Philippines Economy and it is embedded in our
culture. Western studies suggests that family business owners must plan and prepare for the
transition of leadership in a systematic manner to ensure sustainability. The primary objective of
this study is to investigate the influence and relationship of Family Business Succession and
Family Business Dynamics to the Family Business Performance. This study contains the following
Independent Variables; Management Activities, style and Characteristics, Relationship among
Family Members, Job and Family Values lastly Preparation level of Heir. A survey using a
structured questionnaire was used to gather necessary data from 80 family businesses in Metro
Manila. The data that will be gathered will be analyzed using Multiple Linear Regression Analysis
and Correlational Analysis.
Key Words: Family Business; Regression Analysis, Family Business Performance; Relationship
Among Family Members; Job and Family Values; Preparation Level of Heir

Background of the Study
Introduction
Family Businesses here in the Philippines dates back to the mid-1800s. However, there are
only a handful of prewar family businesses survived and still operates today. Those firms have
lasted for about a century have retained the family influence, but the organizational structure
changed along with the times. Most of them have become corporations but still retain a proportion
for their family. A clear example is the Ayala-Zobel-Roxas clan. 150 years ago, the Ayala-ZobelRoxas clan started as a distillery Partnership and currently spreads out to diverse businesses, with
each branch of the family carving a name for itself. Another notable family business is the
Aboitizes, who engaged in abaca hemp trading at the turn of the century, now own a conglomerate
whose holding company is publicly listed.
The Spanish influence on the economy is understandable, given 300 years of a Spanish
regime. The two-family businesses are of Spanish descent. However, in studying local family
business, one cannot discount the influence of the Chinese community. (Palanca, Chinese business
families in the Philippines since the 1890s, 1995) Observes that overseas Chinese families and
their businesses are intertwined, as the business is considered to be another way of preserving the
family. The Chinese presence in the Philippine business community is so ingrained that then
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Philippine President Fidel V. Ramos named six Chinese taipans as those expected to spur the
country’s economic growth via Asia’s Emerging Dragon Corporation (Palanca, 1995). Chinese
trading in the Philippines can be traced back to the 1500s. For three centuries, the Chinese were
an abused minority, leading to uprisings in the 1900s. With the advent of American rule following
World War II, the Spanish influence diminished as American influence began to take over. The
shifting influence allowed Chinese business groups to emerge and Chinese families to proliferate.
The descendants of the more prominent Chinese businessmen at that time, a majority of whom
became naturalized, continue to play a dominant role in the Philippine economy.
The definition of a family business varies from study to study. Dyer, (2006) Suggest two
versions of such definitions. The first one is subjective, defining a family firm as one whose
management is controlled by the family members who own it. In this case, outside persons are not
involved in the management and there is strict family ownership/management. The second
definition is more objective, considering a firm to be a family business if it meets certain criteria
such as the family’s ownership percentage or the number of family members holding directorships
or filling key management Hosts. (Nkam Micheal Cho, 2017)
Families who value family unity, as evidenced by their constant togetherness, are likely to
work toward smooth leadership transitions (Santiago, 2000). According to (Santiago, 2000)
Family members who are able to share However are likely to develop a strong commitment to the
aspirations of the family and to the preservation of the family business.
Succession in a family business is greatly influenced by the family (Santiago, 2000). Some
Filipino values enhance leadership transitions. One such value is the preservation of the family
unit, which is considered the highest value for Filipinos. The dedication to the family drives family
members to seek closer emotional ties. For Filipino Families, the members are proud of
maintaining intimate relations and, thus, are unafraid to express most of their thoughts and feelings.
Moreover, families whose lives are closely intertwined view themselves similarly. They believe
they are stronger together than apart. Consequently, the more solid the family, the greater the desire
to share the responsibility of perpetuating the business as a tribute to the earlier generation. The
frequency and regularity of family meetings in and outside the business contribute to the
cohesiveness of the family. Such meetings allow family members to get to know each other better
and understand how they think and feel. Listening skills are further enhanced. In all likelihood, the
frequent meetings of family members reassure external stakeholders that the family is capable of
working together. (Santiago, 2000)
Previous literatures used different locations, industry, age group and respondent’s in
conducting their research. Therefore, there is an opportunity to conduct studies in other countries,
sectors and using different methodology. This was supported by Santiago (2000) in her suggestion
that there is an obivious opportunity to conduct quntitative and qaulitative research to further study
the Family Business in the Philippines. Also, previous researches used different variables and
studied family business as a whole or in different locations. Because of this, there is an open
avenue for future researchers. The results of the research may vary depending on the area of the
study, kind of respondents or organization and other limitations.
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With family businesses making such a major contribution to society, the drastic drop in
family-business succession is of major concern. Family businesses are the stepping stones to many
global multinational companies. Family Businesses is an integral part of the economy. This
research will help study the factor of Family Business Succession in helping the business to
increase its business performance. A similar study was done in Malaysia wherein it found
significant relationship among the different variables. This framework will be tested now in Metro
Manila, Philippines to see if the variables have significant relationship given that culture, economic
atmosphere and values are different here in Manila. According to the PSA Website (National
Accounts, 2019) the GDP of the Philippines for 2018 was 6.2% which means that the economy is
grew by 6.2% last year. This means that businesses in the Philippines are growing. There are
around 924, 721 MSME’s in the Philippines which accounts to 99.56% of the total business
enterprises operating in the Philippines according to DTI website (2017 MSME STATISTICS,
2017). In most countries around the world family businesses are between 70 and 95 percent of all
business entities (Most businesses are family business, 2018). Most family businesses are going to
transition to the next generation of leaders and with this transition can or may affect the growth,
sustainability and business performance. This research can benefit future researchers, family
business owners, students and government.
This study used the framework established by Wee Yu Ghee et. Al in their research named
Family Business Succession Planning: unleashing the key factors of business performance. In their
research they had studied this Independent variable; Management Activities, Style and
Characteristics, Relationship among Family Members, Job and Family values and Preparation
level of heir to study if they have any relationship and effect to the Dependent Variable which is
Business Performance. In addition, they have used Succession Issues and experiences as mediating
variables. They have studied family business in Malaysia which have undergone Succession
already. They have found out that all Independent Variable significantly affects the Dependent
Variable (Wee Yu Ghee, 2015). The conceptual framework is a semi adopted framework because
the mediating variables were removed because not all business here in the Philippines have
experience a succession of ownership and management.
The research undertaking can be described as descriptive, correlational and casualexplanatory. The research is descriptive because it will look at the descriptive data and try to
explain each. It becomes correlational because it will study the correlation of each variables and
its effect and influence to the independent variable. To test the proposed model, the researcher
employed survey method, and analyzed the hypotheses using SPSS ver. 20, Excel and
SMARTPLS ver.3.0.
A sample size of 80 family business owners from Metro Manila have participated in the
survey. These respondents are owners of Family Businesses who may have or not have experience
succession of ownership and management in the family business. The survey was administered
thru online platform of Google Forms and pen and paper. The respondents have the freedom to tell
their business name or not but other parts of the survey are required. All responses are treated with
care and will be confidential.
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The questionnaire was pretested with 20 family business owners in Bocaue, Bulacan. Pretest
results were used as the bases for improving the questionnaires (Churchill, 2002). Cronbach’s
alpha was applied to ensure scale reliability and internal consistency (Cronbach, 1951). Adequate
Cronbach’s alpha value is at least .70 (Peterson, 1994), while at least .60 is desirable e in social
psychology research (Robinsion, 1991). The hypothesized relationship among constructs were
analyzed using SMARTPLS 3.0 using the Partial Least Squares-Structural Equation Modeling
approach and Microsoft Excel.
Statement of the Problem
Family Businesses are an integral part of society. It is imperative that we give attention to
this topic. In doing so the researcher would like to study: Does Management Activities, Style and
Characteristics, Relationship among family members, Job and family values and Preparation level
of heir affect Business performance in Family Businesses in Metro Manila?
Specifically, the researcher aims to answer the following secondary questions:
• Does Management Activities, Style and Characteristics influence Business performance
in Family Businesses?
• What is the relationship of Management Activities, Style and Characteristics to Business
performance in Family Businesses?
• Does Relationship among family members influence Business performance in Family
Businesses?
• What is the relationship of Relationship among family members to Business performance
in Family Businesses?
• Does Job and family values influence Business performance in Family Businesses?
• What is the relationship of Job and family values to Business performance in Family
Businesses?
• Does Preparation level of heir influences Business performance in Family Businesses?
• What is the relationship of Preparation level of heir to Business performance in Family
Businesses?
Statement of the Research Objectives
Generally, the researchers’ purpose of conducting this Quantitative study is to discover How
Management Activities, Style and Characteristics, Relationship among family members, Job and
family values and Preparation level of heir affect Business performance in Family Businesses in
Metro Manila. Specifically, the researchers aim:
• To explore and explain the different factors that affect business performance in family
businesses in Metro Manila.
• To know the level of readiness of family business in Metro Manila in terms of
succession.
• To explain if Job and Family Values influences business performance in family
businesses in Metro Manila.
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•
•

To explore if Management Activities, Style and Characteristics influences Business
performance in Family Businesses in Metro Manila.
To explore if Relationship among family members influences Business performance in
Family Businesses in Metro Manila.

Significance of the Study
With family businesses making such a major contribution to society, the drastic drop in
family-business succession is of major concern. Family businesses are the stepping stones to many
global multinational companies (Kashuk, 2017). Family Businesses is an integral part of the
economy. This research will help different sectors understand how the different Independent
Variables affects, influence and understand their relationship to the dependent variable which is
Family Business Performance. Specifically, this research will benefit the following:
Future Researcher
The framework that is being used in this study was adopted from another study which have
been conducted in Malaysia. This research can give assistance to future researchers who will be
analyzing or examining the same variables especially in different locale, different demographics,
add new variables or omit variables. In addition, this study can pave way for further researches on
factors that affect Family Business Performance and provide a database of information for future
reference which can be a possible research literature.
Family Business Owners
Family Business Owners can use this research to further understand how they can improve
their business performance by looking at the different variables. They can look at how
Management Activities, Style and Characteristics be improved so that they can have an inclusive
management and improve their performance. Business Owners can also look at their Job Values if
they are aligned with the business and if they are working hard so that their business performance
can increase. Relationship among family members is another variable that family business owners
can study so that they can have a harmonious operation and relationship with each other which can
lead to an increase of business performance. Family Business Owners can look if they are
preparing their heir in succeeding them in the business. A successor who knows a lot about the
business, which can handle people, who knows the ins and outs of the trade can make sure the
growth of the business and increase its business performance. The Family Business Owners can
use all of these data in order to strategize, manage and organize its assets especially its human
capital to increase its business performance.
Students
Students will benefit from this research because they can use this study for their future
research and understand how business performance can be affected by different variables. Also,
with the knowledge coming from this research they can guide their families especially if they have
a family business or share this knowledge to those who have one.
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University
Family business is an integral part of our economy and society. A lot of businesses here in
the Philippines are family businesses. This research can help the University gauge how are family
businesses are functioning and create new program to help the family business sector.
Entrepreneurship courses and management courses are not enough to help and grow the current
family business. There should be a course that is geared towards this field. This research can help
in creating subjects on which topics are needed.
Scope and Limitation of the Study
There is only a limited time in conducting the study. The researcher has only 3 months to
finish the study. The scope of the research are family businesses in Metro Manila and doesn’t have
any specific industry to study. It also studies family businesses that are in different stages or areas
of succession. Some of them are in the 1st Generation and while some are in the 2nd, 3rd and 4th
Generation. For the succession planning, the researcher only wants to know if the companies are
preparing and not helping in making a succession plan for the businesses.
Review of Related Literature
The definition of a family business varies from study to study. Dyer, (2006) Suggest two
version of definition. The First one is subjective, defining a family firm as one whole management
is controlled by the family members who own in. the Second definition is more objective,
considering a firm to be a family business if it meets certain criteria such as the family’ ownership
percentage or the number of family members holding directorship or filling key management posts
(Nkam Micheal Cho, 2017).
Then in 2003, Colli tried to put an end to the debate by using the definition of family
business provided by the European Commission and trying to complete it with the inclusion of a
fifth feature related to longevity. A firm, of any size, is a family business, if (Fernández-Roca &
Hidalgo, 2017): (1) The majority of decision-making rights is in the possession of the natural
person(s) who established the firm, or in the possession of the natural person(s) who has/ have
acquired the share capital of the firm, or in the possession of their spouses, parents, child or
children’s direct heirs. (2) The majority of decision-making rights are indirect or direct. (3) At
least one representative of the family or kin is formally involved in the governance of the firm. (4)
Listed companies meet the definition of family enterprise if the person who established or acquired
the firm (share capital) or their families or descendants possess 25 percent of the decision-making
rights mandated by their share capital. This definition includes family firms which have not yet
gone through the first generational transfer. It also covers sole proprietors and the self-employed
(providing there is a legal entity which can be transferred). (5) The firm must have been controlled
by the same family for at least two generations.
Management style is important in any business firm. Aronoff (1998), Coleman and Carsky
(1999), Lee (2000), McConaughy (1999), Miller, McLeod and Oh (2001) and Schein (1983)
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argued that first generation family firms tends to be more informal and subjective while in a mature
second and third generation firm’s management style becomes formal and objective. Another
aspect of family business behavior relates to the distribution of decision-making authority in a
firm. Dyer (1986) found that decision-making processes in first generation firms tends to be
centralized compared to subsequent-generation family firms. While McConaughy, 1999 studied
large publicly owned founding-family-controlled companies and concluded that (a) descendentcontrolled firms were more professionally run than were founder-controlled firms; (b) firstgeneration family managers are entrepreneurs with the special technical or business backgrounds
necessary for the creation of the business, but the descendants of the founder face different
challenges, to maintain and enhance the business, and these tasks may be better performed in a
more professional manner, often by non-family members.
(Kelchner, 2019) stated that management has 5 main leading activities. These are
Delegation, Performance Evaluation, Planning, Employee Development and Employee
Motivation. He further explains each activity and how it relates to business performance and how
it is connected in attaining the mission, vision and goals of the firm.
Despite the commonality of family businesses within the economy, not all family
businesses succeed. According to the PwC Family Business Survey of 2016 only 15% of family
business have a plan for succession and family businesses usually only live up to three generations
which is their average lifespan and that only three percent of the family businesses survive the
third generation. One of the reasons for this average lifespan is the lack of succession plans.
Pounder (2015) found that family traditions are often passed down from generation to
generation and pose as an important role in the faithfulness of the younger generations in following
their family’s way of doing business. When family legacy and traditions are kept intact, it becomes
a habitual process which helps to anchor how decisions are made in the business. However,
increased market opportunities, fierce competition, and new entrepreneurial practices force family
businesses to adapt and some are found to have implemented non-family practices within their
firms. Some examples of these non-family business concepts are search and selection,
performance-based pay and employee empowerment practices. The use of these concepts benefit
family firms and it has been found that family firms adopting such practices out-performed nonfamily businesses.
According to Santiago (2000) Families who value family unity as evidence by their
constant togetherness are likely to work toward an s moth leadership transition. In her journal
article Succession Experiences in Philippine Family Businesses Santiago states that Succession in
a family business is greatly affected by the family bonds that they create. The frequent and
regularity of a family meeting in and outside of the business contributes to the cohesiveness of the
family. These bond helps in the creating a desire to share responsibility or succeeding in the family
business. Family Unity also helps in developing crucial skills that are needed in managing a family
business. Because of the cohesiveness of the family they enhance their listening skills which helps
in making a family business grow.
Families who views their business as a legacy has a higher chance of surviving. Santiago
(2000) said that family business as a legacy to be passed on to future generations are more inclined
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to overcome short-term conflicts for the benefit of the long-term survival of the firm. This also
means that if a family sees their business as not just a mere cash cow but as the legacy of their
family, their children are willing to take over or succeed in the future for their business. If a family
sees their business as a legacy, they will make an effort to accommodate siblings or members of
the family to be part of the business. This also creates a culture responsibility ownership and helps
in professionalizing the business.
Santiago (2000), Hania (2012) Handler (1994), Sharma P. (1997) and Chrisman & Chua
(1997) agreed that successors should be willing, capable and committed to taking over the family
business. Santiago (2000) even stressed that successors should have mutual respect and understand
with each family members would have a higher leadership transition rate. This characteristic is
reflecting in their parents who treat their children as adults and who allow them to contribute to
family business decision making. Such treatment builds confidence and develops healthy relations
that encompass trust and support. While there is varying definition of succession process, Sharma
P. (1997) gave the best suited definition because it does not limit itself to one type of succession
scenario and takes a very holistic approach by defining the succession process as the actions, events
and development that affect the transfer of managerial control from one family member to another.
This also implies that the founders should prepare, train and integrate the next generation or
successors so that they can help in managing and growing the business.
The field of strategic management is primarily concerned with measuring differences in
firm performance and identifying strategies related to those performance variations ( (Hoskission,
1999). Venkatraman, (1986) proposed that business performance measurement is applied in three
areas. First, as many strategy theories have performance implications, business performance
measurement is applied in theory development. Second, researchers measure business
performance to empirically test strategy theories through their effect on performance outcomes.
Third, practitioners weigh the effectiveness of decisions by considering performance outcomes.
The first domain, financial performance, is the most basic of the three and includes
financial measures such as sales growth, profitability, return on investment, and earnings per share.
The second domain, business performance, focuses on factors that drive financial performance,
including measures such as market share, new product introduction, and manufacturing value.
Then the third is the organizational effectiveness performance which is the broadest of the three
domains proposed by Venkatraman and Ramanujam (1986). The organizational effectiveness
performance domain includes elements from the first two domains, but also incorporates the effect
of business activities on various stakeholders.
Research Gap
Previous literatures reviewed by the researcher used different locations, industry, age group
and respondents in conducting their research using variables that are included in the framework.
Therefore, there is an opportunity for the researcher to conduct studies in other countries and
sectors using the variables of Management Activities, Characteristics and Style, Relationship
among Family Members, Job and Family Values, Preparation of heirs and Business Performance.
The researcher has omitted the mediating variables because of time constraints. This was supported
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by Santiago (2000) and Wee Yu Ghee et al. (2015) in their suggestion that there is an obvious
opportunity to conduct quantitative research to further study the Family Business field.
Also, previous researches used the variables in examining family businesses that have already
undergone succession. Because of this, there is an open avenue for future researchers. The results
of the research may vary depending on the area of the study, kind of respondents or organization
and other limitations. Again there is an opportunity for the future researchers to focus on different
respondents or target. Further study must be conducted to fullfill the recommendations and
limitations of previous scholars. Lastly, the researcher concluded that further studies should be
done about what impacts Preparation of Heirs, Family Values, Social Media Intervention, other
metrics of Business Performance, Organization Culture of Fmaily Business, Family Culture in the
Philippines, changing social environment, changing social norms and changing educational
system.
Framework

Figure 1. Factors affecting Family Business Performance
The operational frameworks show the independent variables with their respective
dimensions that would be used in order to explore its relationship, impact and effect to Business
Performance. According to the study of (Wee Yu Ghee, 2015) the Independent Variables in their
study was found significant to Business Performance. Due to this fact the researcher wants to study
as well this variable in a new setting.
Management Activities, Style and Characteristics will be measured by questions from the
study of (Nkam Micheal Cho, 2017), Family Business Questionnaire, (Hania, 2012) and
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(HOELSCHER, 2002). This contains questions about the sub variables. According (Wee Yu Ghee,
2015) Business Performance is greatly affected by Management Activities, Style and
Characteristics. If a business has activities that incorporates its employees and makes sure that its
style of management is empowering and mentoring the business performance will go up because
employees will work harder and become motivated. If employees are motivated, they can be
effective and help increase the sales of the business which in terms leads to financial growth.
Relationship among Family Members will be measured by questions from the study of
(HOELSCHER, 2002), (Kashuk, 2017), (Williams, 2015) and the Family Business Questionnaire.
Based on the research done by (Santiago, 2000) Family bonds and relationship among family
members is crucial in a success of a business. When a family business has a harmonious operation
and climate they tend to work together and achieve targets faster and effective. In addition, (Hania,
2012) said that relationship of family members is crucial in order for them to make decisions and
not fight with each other. Based on their research Hania and Santiago correlated Relationship to
business success because in terms it helps in the growth, length and finances of the business.
Job and Family Values will be measured by questions from the study of (Nkam Micheal
Cho, 2017), (HOELSCHER, 2002), (COFFMAN, 2014) and the Family Business Questionnaire.
Based on the research of Santiago, Families who consider their family business as a legacy to be
passed on to future generations are more inclined to overcome short-term conflicts for the benefit
of the long-term survival of the firm. If a person or family values the business there is a big
possibility that their business will succeed and grow.
Preparation Level of heir will be measure by questions from the study of (Nkam Micheal
Cho, 2017), (Hania, 2012), (COFFMAN, 2014), (Williams, 2015) and the Family Business
Questionnaire. Preparation Level of Heir has 2 sub variable which is Successor Training and
Planning. According to Santiago Succession planning aids leadership transition. Families who plan
for succession have the advantage to grow and plan for its growth. While Succession Training
according to Hania helps in the sustainability and continuation of the business.
Hypotheses of the Study
The following hypotheses have been generated by the researcher and these will be tested
in this study:
Hypothesis 1
Ho1: There is no significant relationship between Management activities, style and
characteristics and Business Performance in Family Businesses.
Ha1: There is significant relationship between Management activities, style and
characteristics and Business Performance in Family Businesses.
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Hypothesis 2
Ho2: There is no significant relationship between Relationship among family members and
Business Performance in Family Businesses.
Ha2: There is significant relationship between Relationship among family members and
Business Performance in Family Businesses.
Hypothesis 3
Ho3: There is no significant relationship between Job and Family Values and Business
Performance in Family Businesses.
Ha3: There is significant relationship between Job and Family Values and Business
Performance in Family Businesses.
Hypothesis 4
Ho4: There is no significant relationship between Preparation level of heir and Business
Performance in Family Businesses.
Ha4: There is significant relationship between Preparation level of heir and Business
Performance in Family Businesses.
Hypothesis 5
Ho5: There is no significant relationship between Management activities style and
characteristics, Relationships among family members, Job and Family Values and Preparation
level of heir to Business Performance in Family Businesses.
Ha5: There is significant relationship between Management activities style and
characteristics, Relationships among family members, Job and Family Values and Preparation
level of heir to Business Performance in Family Businesses.
Hypothesis 6
Ho6: Management activities, style and characteristics does not influence Business
Performance in Family Businesses.
Ha6: Management activities, style and characteristics does influence Business Performance
in Family Businesses.
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Hypothesis 7
Ho7: Relationship among family members does not influence Business Performance in
Family Businesses.
Ha7: Relationship among family members does influence Business Performance in Family
Businesses.
Hypothesis 8
Ho8: Job and Family Values does not influence Business Performance in Family
Businesses.
Ha8: Job and Family Values does influence Business Performance in Family Businesses.
Hypothesis 9
Ho9: Preparation level of heir does not influence Business Performance in Family
Businesses.
Ha9: Preparation level of heir does influence Business Performance in Family Businesses.
Hypothesis 10
Ho10: Management activities style and characteristics, Relationships among family
members, Job and Family Values and Preparation level of heir does not influence Business
Performance in Family Businesses.
Ha10: Management activities style and characteristics, Relationships among family
members, Job and Family Values and Preparation level of heir does influence Business
Performance in Family Businesses.
Methodology
Research Design
The research undertaking can be described as descriptive, correlational and casualexplanatory. The research is descriptive because it identifies the factors influencing the Family
Business Performance in Metro Manila. The research is also correlational as it aims to assess the
relationship of each of the independent variables to the dependent variable. Previous studies have
shown that each of the independent variables has an impact on the dependent variable (Wee Yu
Ghee, 2015) and Hania, (2012). Assessing the relationship of each independent variables on the
dependent variable would help the researcher in making predictions for the study. Lastly the study
is also considered as a casual-explanatory researchbeacuse it aims to analyze the problem to
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explain the patterns of relationship among the variables. Morever, it also aims to quantify the
impact of the independent variables on the dependent variable.
Method of Data Collection
A research survey questionnaire which contains questions for demographics profiling and
57 questions for the different variables would be administered mainly in Google Forms. But
because of the nature of the respondents which are business owners and might not be tech savvy,
busy and on the go. The researcher would do an assisted administration of the research
questionnaire, Phone Interview, sending the research questionnaire thru email and a pen and paper
administration depending on the need of the respondent.
In gathering the primary data, the researcher used a survey that used the 5-point Likert
scale to determine the degree of the response of the business owners.
Table 9
Likert Scale Level of Measurement
Item
1
2
3
4
5

Degree
Strongly Disagree
Disagree
Neutral
Agree
Strongly Agree

The survey questionnaire is adopted from the following articles:
• The family business succession model: an exploratory analysis of factors impacting
family business succession preparedness (COFFMAN, 2014)
• Factors Affecting the Sustainability of Family Businesses in Cameroon: An Empirical
Study in Northwest and Southwest Regions of Cameroon (Nkam Micheal Cho, 2017)
• Factors Influencing Family Business Succession Case Study: Gaza Family Businesses
(Hania, 2012)
• The relationship between family capital and family business performance: collaboration
and conflict as moderators (HOELSCHER, 2002)
• Diagnosing and Changing Organizational Culture (Cameron & Quinn, 2006)Measuring
Family Business Performance: A Holistic, Idiosyncratic Approach (Williams, 2015)
The survey questionnaire was conducted to gather quantitative data. Furthermore, the
primary data gathered from the results of the survey will be used with the secondary data gathered
from the articles reviewed to arrive at a deeper understanding of correlation and regression of the
study.
Results
To test the model of Management Activities, Style and Characteristics, Relationship among
family members, Job and family values and Preparation level of heir influence and relationship to
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Business performance in Family Businesses, Correlation and Regression was conducted using,
SPSS and MS Excel.
Descriptive Analysis
The most frequently observed category of Gender for the respondents was Male (n = 43,
54%). The most frequently observed category of Generation of Ownership was 1st Generation (n
= 35, 44%). Frequencies and percentages are presented in Table 13.
Table 10
Frequency Table of Gender and Generation of Ownership
Variable

n

%

Male

43

53.75

Female

34

42.50

Gay

1

1.25

Prefer not to say

2

2.50

Missing

0

0.00

4th Generation

3

3.75

2nd Generation

31

38.75

1st Generation

35

43.75

3rd Generation

11

13.75

Missing

0

0.00

Gender

Generation of Ownership

The observations for Age had an average of 34.01 (SD = 11.83, SEM = 1.32, Min = 16.00,
Max = 61.00). The observations for MGT_ASC had an average of 4.26 (SD = 0.48, SEM = 0.05,
Min = 2.77, Max = 5.00). The observations for REL_FB had an average of 4.27 (SD = 0.46, SEM
= 0.05, Min = 2.89, Max = 5.00). The observations for JOB_FAM_VAL had an average of 4.57
(SD = 0.43, SEM = 0.05, Min = 2.75, Max = 5.00). The observations for PREP_OF_HEIR had an
average of 4.37 (SD = 0.62, SEM = 0.07, Min = 2.08, Max = 5.00). The observations for
BUS_PERFORMANCE had an average of 4.51 (SD = 0.56, SEM = 0.06, Min = 2.11, Max = 5.00).
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Figure 2. Histogram of Age

Figure 3. Bar plot of Gender

Figure 4. Bar plot of Generation of Ownership
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Adjusted R2
The most commonly used measure to evaluate the structural model is the coefficient of
determination (R² value). The coefficient represents the exogenous latent variables' combined
effects on the endogenous latent variable. It also represents the amount of variance in the
endogenous constructs explained by all of the exogenous constructs linked to it. The R² value
ranges from 0 to 1. In the case for this model it has a R2 of 0.56 while its R2 adjusted is 0.531 which
means it has a moderate effect.
Spearman Correlation Analysis
A Spearman correlation analysis was conducted among MGT_ASC, REL_FB,
JOB_FAM_VAL, PREP_OF_HEIR, and BUS_PERFORMANCE. Cohen's standard was used to
evaluate the strength of the relationships, where coefficients between .10 and .29 represent a small
effect size, coefficients between .30 and .49 represent a moderate effect size, and coefficients
above .50 indicate a large effect size (Cohen, 1988).
A significant positive correlation was observed between MGT_ASC and REL_FB (rs =
0.37, p < .001). The correlation coefficient between MGT_ASC and REL_FB was 0.37, indicating
a moderate effect size. This correlation indicates that as MGT_ASC increases, REL_FB tends to
increase. A significant positive correlation was observed between MGT_ASC and
JOB_FAM_VAL (rs = 0.88, p < .001). The correlation coefficient between MGT_ASC and
JOB_FAM_VAL was 0.88, indicating a large effect size. This correlation indicates that as
MGT_ASC increases, JOB_FAM_VAL tends to increase. A significant positive correlation was
observed between MGT_ASC and PREP_OF_HEIR (rs = 0.67, p < .001). The correlation
coefficient between MGT_ASC and PREP_OF_HEIR was 0.67, indicating a large effect size. This
correlation indicates that as MGT_ASC increases, PREP_OF_HEIR tends to increase. A
significant positive correlation was observed between MGT_ASC and BUS_PERFORMANCE (rs
= 0.80, p < .001). The correlation coefficient between MGT_ASC and BUS_PERFORMANCE
was 0.80, indicating a large effect size. This correlation indicates that as MGT_ASC increases,
BUS_PERFORMANCE tends to increase. A significant positive correlation was observed
between REL_FB and JOB_FAM_VAL (rs = 0.49, p < .001). The correlation coefficient between
REL_FB and JOB_FAM_VAL was 0.49, indicating a moderate effect size. This correlation
indicates that as REL_FB increases, JOB_FAM_VAL tends to increase. A significant positive
correlation was observed between REL_FB and PREP_OF_HEIR (rs = 0.32, p = .003). The
correlation coefficient between REL_FB and PREP_OF_HEIR was 0.32, indicating a moderate
effect size. This correlation indicates that as REL_FB increases, PREP_OF_HEIR tends to
increase. A significant positive correlation was observed between REL_FB and
BUS_PERFORMANCE (rs = 0.34, p = .002). The correlation coefficient between REL_FB and
BUS_PERFORMANCE was 0.34, indicating a moderate effect size. This correlation indicates that
as REL_FB increases, BUS_PERFORMANCE tends to increase. A significant positive correlation
was observed between JOB_FAM_VAL and PREP_OF_HEIR (rs = 0.66, p < .001). The
correlation coefficient between JOB_FAM_VAL and PREP_OF_HEIR was 0.66, indicating a
large effect size. This correlation indicates that as JOB_FAM_VAL increases, PREP_OF_HEIR
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tends to increase. A significant positive correlation was observed between JOB_FAM_VAL and
BUS_PERFORMANCE (rs = 0.79, p < .001). The correlation coefficient between
JOB_FAM_VAL and BUS_PERFORMANCE was 0.79, indicating a large effect size. This
correlation indicates that as JOB_FAM_VAL increases, BUS_PERFORMANCE tends to
increase. A significant positive correlation was observed between PREP_OF_HEIR and
BUS_PERFORMANCE (rs = 0.51, p < .001). The correlation coefficient between
PREP_OF_HEIR and BUS_PERFORMANCE was 0.51, indicating a large effect size. This
correlation indicates that as PREP_OF_HEIR increases, BUS_PERFORMANCE tends to
increase. Table 14 presents the results of the correlations.
Table 11
Spearman Correlation Matrix Among MGT_ASC, REL_FB, JOB_FAM_VAL, PREP_OF_HEIR,
and BUS_PERFORMANCE
Variable
1
2
3
4
5
1. MGT_ASC

-

2. REL_FB

0.37

-

3. JOB_FAM_VAL

0.88

0.49

-

4. PREP_OF_HEIR

0.67

0.32

0.66

-

5. BUS_PERFORMANCE
0.80
0.34
0.79
0.51
Note. The critical values are 0.22, 0.29, and 0.36 for significance levels .05, .01, and .001
respectively.

-

Multiple Linear Regression Analysis
A linear regression analysis was conducted to assess whether MGT_ASC, REL_FB,
JOB_FAM_VAL, and PREP_OF_HEIR significantly predicted BUS_PERFORMANCE. The
'Enter' variable selection method was chosen for the linear regression model, which includes all of
the selected predictors.
2

The results of the linear regression model were significant, F(4,75) = 23.39, p < .001, R =
0.56, indicating that approximately 56% of the variance in BUS_PERFORMANCE is explainable
by MGT_ASC, REL_FB, JOB_FAM_VAL, and PREP_OF_HEIR. MGT_ASC significantly
predicted BUS_PERFORMANCE, B = 0.47, t(75) = 3.10, p = .003. This indicates that on average,
a one-unit increase of MGT_ASC will increase the value of BUS_PERFORMANCE by 0.47 units.
REL_FB did not significantly predict BUS_PERFORMANCE, B = 0.04, t(75) = 0.36, p = .719.
Based on this sample, a one-unit increase in REL_FB does not have a significant effect on
BUS_PERFORMANCE. JOB_FAM_VAL did not significantly predict BUS_PERFORMANCE,
B = 0.17, t(75) = 0.83, p = .411. Based on this sample, a one-unit increase in JOB_FAM_VAL
does not have a significant effect on BUS_PERFORMANCE. PREP_OF_HEIR significantly
predicted BUS_PERFORMANCE, B = 0.25, t(75) = 2.24, p = .028. This indicates that on average,
a one-unit increase of PREP_OF_HEIR will increase the value of BUS_PERFORMANCE by 0.25
units. Table 15 summarizes the results of the regression model.
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Table 12
Results for Linear Regression with MGT_ASC, REL_FB, JOB_FAM_VAL, and PREP_OF_HEIR
predicting BUS_PERFORMANCE
Variable
B
SE
95% CI
β
t
p
(Intercept)

0.48

0.52

[-0.55, 1.52]

0.00

0.93

.354

MGT_ASC

0.47

0.15

[0.17, 0.78]

0.40

3.10

.003

REL_FB

0.04

0.11

[-0.17, 0.25]

0.03

0.36

.719

JOB_FAM_VAL

0.17

0.20

[-0.24, 0.58]

0.13

0.83

.411

PREP_OF_HEIR

0.25

0.11

[0.03, 0.46]

0.27

2.24

.028

2

Note. Results: F(4,75) = 23.39, p < .001, R = 0.56
Unstandardized Regression Equation: BUS_PERFORMANCE = 0.48 + 0.47*MGT_ASC +
0.04*REL_FB + 0.17*JOB_FAM_VAL + 0.25*PREP_OF_HEIR
Linear Regression – Management Activities,
Characteristics and Style to Business Performance
A linear regression analysis was conducted to assess whether MGT_ASC significantly
predicted BUS_PERFORMANCE. The 'Enter' variable selection method was chosen for the linear
regression model, which includes all of the selected predictors.
2

The results of the linear regression model were significant, F(1,78) = 74.53, p < .001, R =
0.49, indicating that approximately 49% of the variance in BUS_PERFORMANCE is explainable
by MGT_ASC. MGT_ASC significantly predicted BUS_PERFORMANCE, B = 0.82, t(78) =
8.63, p < .001. This indicates that on average, a one-unit increase of MGT_ASC will increase the
value of BUS_PERFORMANCE by 0.82 units. Table 16 summarizes the results of the regression
model.
Table 13
Results for Linear Regression with MGT_ASC predicting BUS_PERFORMANCE
Variable
B
SE
95% CI
β
t
(Intercept)

1.02

0.41

MGT_ASC

0.82

0.09

p

[0.21, 1.83]

0.00

2.51

.014

[0.63, 1.01]

0.70

8.63

< .001

2

Note. Results: F(1,78) = 74.53, p < .001, R = 0.49
Unstandardized Regression Equation: BUS_PERFORMANCE = 1.02 + 0.82*MGT_ASC
Linear Regression – Job and Family Values to Business Performance
A linear regression analysis was conducted to assess whether JOB_FAM_VAL
significantly predicted BUS_PERFORMANCE. The 'Enter' variable selection method was chosen
for the linear regression model, which includes all of the selected predictors.
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The results of the linear regression model were significant, F(1,78) = 63.64, p < .001, R =
0.45, indicating that approximately 45% of the variance in BUS_PERFORMANCE is explainable
by JOB_FAM_VAL. JOB_FAM_VAL significantly predicted BUS_PERFORMANCE, B = 0.88,
t(78) = 7.98, p < .001. This indicates that on average, a one-unit increase of JOB_FAM_VAL will
increase the value of BUS_PERFORMANCE by 0.88 units. Table 17 summarizes the results of
the regression model.
Table 14
Results for Linear Regression with JOB_FAM_VAL predicting BUS_PERFORMANCE
Variable
B
SE
95% CI
β
t
p
(Intercept)

0.47

0.51

[-0.54, 1.48]

0.00

0.93

.357

JOB_FAM_VAL

0.88

0.11

[0.66, 1.10]

0.67

7.98

< .001

2

Note. Results: F(1,78) = 63.64, p < .001, R = 0.45
Unstandardized Regression Equation: BUS_PERFORMANCE = 0.47 + 0.88*JOB_FAM_VAL
Linear Regression – Relationship among Family Members to Business Performance
A linear regression analysis was conducted to assess whether REL_FB significantly
predicted BUS_PERFORMANCE. The 'Enter' variable selection method was chosen for the linear
regression model, which includes all of the selected predictors.
2

The results of the linear regression model were significant, F(1,78) = 8.68, p = .004, R =
0.10, indicating that approximately 10% of the variance in BUS_PERFORMANCE is explainable
by REL_FB. REL_FB significantly predicted BUS_PERFORMANCE, B = 0.39, t(78) = 2.95, p =
.004. This indicates that on average, a one-unit increase of REL_FB will increase the value of
BUS_PERFORMANCE by 0.39 units. Table 18 summarizes the results of the regression model.
Table 15
Results for Linear Regression with REL_FB predicting BUS_PERFORMANCE
Variable
B
SE
95% CI
β
t

p

(Intercept)

2.86

0.56

[1.75, 3.98]

0.00

5.10

< .001

REL_FB

0.39

0.13

[0.13, 0.65]

0.32

2.95

.004

2

Note. Results: F(1,78) = 8.68, p = .004, R = 0.10
Unstandardized Regression Equation: BUS_PERFORMANCE = 2.86 + 0.39*REL_FB
Linear Regression – Preparation Level of Heir to Business Performance
A linear regression analysis was conducted to assess whether PREP_OF_HEIR
significantly predicted BUS_PERFORMANCE. The 'Enter' variable selection method was chosen
for the linear regression model, which includes all of the selected predictors.

671 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019
2

The results of the linear regression model were significant, F(1,78) = 57.98, p < .001, R =
0.43, indicating that approximately 43% of the variance in BUS_PERFORMANCE is explainable
by REL_FB. PREP_OF_HEIR significantly predicted BUS_PERFORMANCE, B = 0.59, t(78) =
7.61, p < .001. This indicates that on average, a one-unit increase of PREP_OF_HEIR will increase
the value of BUS_PERFORMANCE by 0.59 units. Table 19 summarizes the results of the
regression model.
Table 16
Results for Linear Regression with PREP_OF_HEIR predicting BUS_PERFORMANCE
Variable
B
SE
95% CI
β
t
p
(Intercept)

1.92

0.34

[1.24, 2.61]

0.00

5.60

< .001

PREP_OF_HEIR

0.59

0.08

[0.44, 0.75]

0.65

7.61

< .001

2

Note. Results: F(1,78) = 57.98, p < .001, R = 0.43
Unstandardized Regression Equation: BUS_PERFORMANCE = 1.92 + 0.59*PREP_OF_HEIR
Discussion
There was a total of 80 respondent who participated in the study. They all are owners,
executives or managers of their family business. They belong either to the 1st Generation, 2nd
Generation, 3rd Generation and 4th Generation of Owners of the Business. Based on the survey
only 3.75% of the respondent belong to the 4th Generation while 35% of the respondent belongs
to the 1st Generation of Owners. 11% of the respondents belong to the 2nd Generation while 11%
belongs to the 3rd Generation of Owners. Most of the respondent are Male which is 53.75% while
42.50% are women, 1.25% are Gay and 2.50% Prefers not to say their Gender Preference.
The R2 of the model is 0.56 and the Adjusted R2 is 0.531 which means that it has a moderate
effect. This means that only 53.1% was been able to be explained by the Independent Variable and
there are other variables that can be used in conjunction with the existing variables in predicting
Business Performance.
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Figure 5. Operational Framework of the Study
The Hypothesis of the study is divided into two parts. H1 to H5 is for the relationship which
can be measured using Correlation. H6 to H10 is for the influence or predictability which can be
measured using Regression.
Based on the Spearman Correlation Analysis; A significant positive large correlation was
observed between MGT_ASC and BUS_PERFORMANCE, a significant positive moderate
correlation was observed between REL_FB and BUS_PERFORMANCE, a significant positive
large correlation was observed between JOB_FAM_VAL and BUS_PERFORMANCE and a
significant positive large correlation was observed between PREP_OF_HEIR and
BUS_PERFORMANCE. Which means that all variables have significant relationship to Business
Performance. A summary of the correlation can be found on Table 20 with the decision on which
Hypothesis to accept or Reject.
Table 17
Summary of Correlation Analysis and Hypothesis Testing
Hypothesis IV – DV
Correlation
H1
MGT_ASC TO BUS_PER
.80
H2

REL_FB TO BUS_PER

.34

H3

JOB_VAL TO BUS_PER

.79

H4

PREP_HEIR TO BUS_PER

.51

H5

ALL IV TO DV

Decision
Reject Null and
Accept Alternate
Reject Null and
Accept Alternate
Reject Null and
Accept Alternate
Reject Null and
Accept Alternate
Reject Null and
Accept Alternate

A Multiple Linea Regression Analysis was done to look at the influence, impact and
predictability of the model. As a model the results of the linear regression model were significant,
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F(4,75) = 23.39, p < .001, R = 0.56, indicating that approximately 56% of the variance in
BUS_PERFORMANCE is explainable by MGT_ASC, REL_FB, JOB_FAM_VAL, and
PREP_OF_HEIR. MGT_ASC significantly predicted BUS_PERFORMANCE. But based on this
model REL_FB and JOB_FAM_VAL did not significantly predict BUS_PERFORMANCE. The
p value of the whole model is less than 0.001 which means that H10 is rejected.
To test the remaining Hypothesis which is H6 to H9 a simple linear regression Analysis
was done. The results of the linear regression model were significant for MGT_ASC,
JOB_FAM_VAL, REL_FB and REL_FB predicting BUS_PERFORMANCE. A summary of the
Linear Regression Analysis can be found on Table with the decision on which Hypothesis to accept
or Reject.
Table 18
Summary of Regression Analysis and Hypothesis Testing
Hypothesis IV – DV
P Value
H6
MGT_ASC TO BUS_PER
<= 0.001
H7

REL_FB TO BUS_PER

<= 0.001

H8

JOB_VAL TO BUS_PER

<= 0.001

H9

PREP_HEIR TO BUS_PER

<= 0.001

H10

ALL IV TO DV

<= 0.001

Decision
Reject Null and
Accept Alternate
Reject Null and
Accept Alternate
Reject Null and
Accept Alternate
Reject Null and
Accept Alternate
Reject Null and
Accept Alternate

The hypothesis testing shows that all variables are significant to Business Performance All
have significant relationship and impact. This is aligned with the researched conducted by (Wee
Yu Ghee, 2015). They also found that the variables have significant effect and relationship.
Recommendations and Conclusion
Family Business is an integral part of the Philippine Economy and 80% of the businesses
here in the Philippines are family owned. Based on the Hypothesis Testing using Correlation and
Regression all of the variables have significant relationship and impact.
Business Performance for this study is primarily affected by financial performance. In any
business finances is important. For a family business, the primary motive in pursuing and growing
the business is financial freedom and to be able to provide for the family. Due to this fact it is
imperative that we study what factors affect Business Performance.
Based on the survey and statistics output Management Activities, Style and Characteristics,
Relationship among Family Members, Job and Family Values and Preparation Level of Heir
affects Business Performance. This means that if we want to increase the Business Performance
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an Entrepreneur should focus on this area and make sure that they have a consistent policy so that
growth would not stagnate.
One of the variables is Preparation Level of Heir which is a key part because in any
business, succession will happen and a family business should have a plan of who would continue
the legacy and set the direction of the company. If the successor is not ready most probably the
company could die or go bankrupt and because of this the business performance would go down.
Relationship among Family Members should also be strengthening so that each family
member could help the business or would not slow down or hinder the growth of the business.
This is important especially if not all family members are active in the business. Those who are in
business must respect those who are not and update them with the financial standing so that they
would not have prejudice. This goes vice versa also to those who are not active in the family
business, they should trust those who are running the business and abide by the decisions they
make.
Job and Family values helps in the growth of the business performance. Even though it is
a family business, family members should be responsible and professional when it comes to their
responsibilities and position. They should come on time, do not discriminate and listen to others.
A business grows because of its owners who put effort and resources. If the family have weak
values their business would not be able to survive challenges. This is also true to management of
their employees. If employees see their leaders slacking off most of them will just follow and this
can become a culture.
Management Activities, Style and Characteristics plays a big part in Business Performance.
This pertains on how management tackles day to day problems on professionalism, operations,
marketing, leadership, logistics and participation. If a business wants to grow and scale up it should
make sure that its business is aligned with its mission, vision, objectives, leadership, operations
and other parts of its business.
For Family Business Performance to increase, family business owners must make sure that
its relationship among family members are harmonious wherein members speaks freely and
unbiased, participate in meetings, open minded, understanding and supportive. They should make
sure that they have a plan for succession and development. Leadership and Activities inside of the
company should be monitored so that everyone is included in everything, because if employees
feel they are valued they tend to work with high morale and in terms Business Performance is
increased. Lastly for Family Business Owners, their Job Values must be aligned so that they can
set an example on other employees and their mindset would always look on how to enhance the
business.
The University can also help in developing new courses and trainings that are geared
towards family business. In this way family business owners can be knowledgeable on the different
dynamics and strategies on how to deal with family business. Finally, in order to fully increase the
Business Performance of Family Business, Universities and the research community can continue
to study this field and find new variables like Family Business Marketing using Branding,
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Succession Planning, Product or Service Innovation, Supply Chain and etc. so that knowledge on
family business can be increases.
A major limitation of this study is that it only has 80 respondents, a short time span in
conducting the research and was conducted only using Google Form. There is still a lot more
variables that could be studied to get a bigger picture on how Business Performance is affected.
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Abstract
Integrating businesses into a sustainable society is one of the challenges entrepreneurs are
facing. This calls for the new breed of entrepreneurs to integrate the promotion of culture to their
business models. However, advocating culture does not simply start and end with physical
products sold to the target market. Modern entrepreneurs often overlook at certain aspects of their
business models where they should apply this endeavor. There are few studies highlighting this
issue, thus, the need to conduct more qualitative case studies. Such studies help future
entrepreneurs assess how they will design their business models and integrate them into a
sustainable society. This strategic management analysis of Indu’s streetwear clothing business,
using the Business Model Canvas, provides a more profound understanding to current and future
businesspersons who wish to become culture advocates to become critical in formulating their
business models and ensure that their advocacy is consistent across its building blocks.
Key Words: Business model canvas, Kapampangan culture, sustainable society

Introduction
Indu is a homegrown streetwear clothing brand in Pampanga which promotes
Kapampangan culture, at a time when the Kapampangan language has symptoms of endangerment
(Pangilinan, 2009). The brand’s mission is recognized by the former city Mayor Ed Pamintuan
and the Sinupan Singsing: Center for Kapampangan Cultural Heritage for successfully promoting
Kapampangan language and culture through their advocacy. But being an advocate of a culture
does not simply start and end with physical products sold to the target market. It goes beyond the
product features and even the value propositions of a business entity.
Being an advocate of a culture does not simply start and end with products and services. It
goes beyond the product features and even the value propositions of a business entity because one
of the problems which a society faces is integrating business into sustainable society (Varey and
Storbacka, 2011). A sustainable society is composed of “technological, business, political, and
cultural transformation” (Suryasaputra, 2013). A sustainable business is a reflection of how its
products and services contributes to resolving sustainability issues in the society and how the
resources, competencies and experiences become useful to address economic, social, or
environmental challenges in the society where it belong (Dyllick and Muff, 2015).
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Business and entrepreneurship are two activities which strenghten societal sustainability.
They provide employment, contribute to and increase local productivity, and – in the case of Indu
– promote culture and identity of an ethnic group. To identify whether a business entity is
integrated to the concept of a sustainable society, the strategic management of its business model
must be analyzed. This is because the traditional management style of most entrepreneurs has the
tendency to overlook the strategic management procedure (Karadag, 2015). Aside from this
problem, it is often seen that strategic management is a task for the top management or owners of
the business; but, it is also important to involve employees to have an integration of perspectives
and knowledge sources (Falle, Rauter, Engert and Baumgartner, 2016).
Entrepreneurs who want to focus more on studying the value creation and value capture
mechanisms should look at their business model when analyzing their strategic management
because it might shed new light on fundamental questions of strategic entrepreneurship (Demil,
Lecocq, Ricart and Zott, 2015). Studying business models can lead business owners to asking
relevant questions about novelty in customer value proposition and logical reframing and structural
reconfigurations of the business (Spieth, Schneckenberg and Ricart, 2014) if they want to identify
overlooked challenges and address them immediately. A good example is when a co-founder and
a business architect who is interviewed by Zott and Amit in their study mentioned that he designs
business model to understand how their business can match up lenders and borrowers, balance
supply and demand and spread liquidity across various markets (2015).
The Business Model Concepts
There is no standard business model that fits all businesses and organizations because they
employ their own business model which explains the architecture of its value creation, delivery,
and capture mechanism it employs (Teece, 2010). This concept goes beyond creating and
delivering value to customers because it can be considered as a form of technological innovation
which brings new discoveries to the market scope and better opportunities to satisfy customer
needs (Teece, 2010).
Many business thinkers and scholars have proposed their respective definitions of a
business model, most of which focus on the value proposition and a firm’s revenue. For example,
the theory of business highlights the reasons why businesses are not able to cope up with the
changing market conditions because of failure to make theories explicit (Ovans, 2015). The study
of George & Bock (2011) shows that resource structure, transactive structure, and value structure
are the underlying dimensions of the business model.
Scholars who have focused on studying business models have various understandings and
interpretations, depending on the industry they highlighted on their studies. The first years of an
in-depth study of business models concentrated on the development of information technology. In
recent years, scholars and business thinkers shift their focus on conceptualizing innovative
business models. This approach provides a holistic view to allow business leaders to have a more
integrated view on their business activities (Schneider & Spieth, 2013).
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At the heart of their business model should include a responsible innovation, which
considers the ethical and social aspects of the innovation process so that the business model itself
puts forth a new concept of the business role in society (Hope & Moehler, 2015). Businessmen
and entrepreneurs must keep in mind that higher principles guide business goals and their decisions
that improve stakeholder well-being, instead of simply a pursuit of revenue (Varey & Storbacka,
2011).
The development of information technology led scholars to take a closer look at the
business model concept. The continuous investigation of this concept has led some scholars to
align business models to the ever-changing business environment, to push firms to become more
globally competitive with their technologies, ideas, and business processes; thus, the emergence
of business model innovation. Below are selected business model definitions that have been
proposed within and for the past ten years.

Table 1
Selected scholarly definitions of the business model concept
Authors
Janssen et al (2008, p. 204)

Teece (2009, p. 2)
Osterwalder et al (2010, p.
14)
Casadesus-Massanell
&
Ricart (2011, HBR)

Clark et al (2012, p. 26)
Massa & Tucci (2013, p.
424)
Nielsen & Lund (2014, p.
2)
Wirtz et al (2015, p. 5)

Schaltegger et al (2016, p.
3)

Business model descriptions
A business model reflects the core business of an organization and is useful to
describe (and even prescribe) the organization from the perspective of its main
mission, and the products and services that it provides to its customers.
A business model articulates the logic and provides data and other evidence that
demonstrates how a business creates and delivers value to customers.
A business model describes the rationale of how an organization creates,
delivers, and captures value.
… [O]ne component of a business model must be the choices that executives
make about how the organization should operate – choices such as compensation
practices, procurement contracts, location of facilities, extent of vertical
integration, sales and marketing initiatives, and so on… [A] business model
consists of a set of managerial choices and the consequences of those choices.
Business model [is] the logic by which an enterprise sustains itself financially.
Put simply, it’s the logic by which an enterprise earns its livelihood.
[Business models] allow innovative companies to commercialize new ideas and
technologies… firms can also view [business model] as a source of innovation
in and of itself, and as a source of competitive advantage.
A business model is a sustainable way of doing business… sustainability stresses
the ambition to survive over time and create a successful, perhaps even profitable
entity in the long run.
[A] business model’s definition focusing on structural aspects… should clearly
emphasize the component point of view, while not neglecting the notion of
business frames of reference, the depiction of specific company processes and
the architecture of the company.
A business model for sustainability helps describing, analyzing, managing, and
communicating (i) a company’s sustainable value proposition to its customers,
and all other stakeholders, (ii) how it creates and delivers this value, (iii) and
how it captures economic value while maintaining or regenerating natural,
social, and economic capital beyond its organizational boundaries.
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Sorescu (2017, p. 692)

Teece (2018, p. 40)

Snihur & Zott (2019, p. 6)

A business model innovation is defined as a change in the value creation, value
appropriation, or value delivery function of a firm that results in a significant
change to the firm’s value proposition.
A business model describes an architecture for how afirm creates and delivers
value to customers and the mechanisms employed to capturea share of that value.
It's a matched set of elements encompassing the flows of costs, revenues, and
profits.
[Business model] is an activity system that typically spans firm boundaries,
because activities in that system are often performed by customers, suppliers, or
partners.

Along with these definitions are business model frameworks proposed by scholars. For
example, Nenonen and Storback (2010) proposed the three types of business model framework
components: (1) the design principles, (2) resources, and (3) capabilities. In another study,
Alexander Osterwalder proposed a Business Model Canvas which has nine building blocks.
Many businesses and organizations around the world have adopted the Businesss Model
Canvas as a tool to support business model innovation (Joyce and Paquin, 2016). It is used by
companies to analyze their current business models and extract strategic factors to create a strategy
canvas (Wiesner, Padrock, and Thoben, 2014). For example, the study of Frick and Ali using the
business model canvas led them to the conclusion that Sekal AS and 2K Tools AS operate in a
very changing environment, therefore, management has to outline their best strategies at an ad-hoc
basis (2013). The adaptability of the business model canvas is not only applicable for firms because
practitioners and professionals can also use this tool to create a personal business model (Clark,
Osterwalder and Pigneur, 2012).
The business model canvas is proposed by Alexander Osterwalder and Yves Pigneur in
their book Business Model Generation (2010). This template covers nine building blocks which
straightforwardly present the business model of firms. The nine building blocks of the business
model canvas are:
Customer Segments
Profitable customers make firms survive for long. Firms can segment their customers
according to their needs and behaviors, specific distribution channels, types of relationships they
require, profitability, and their willingness to pay for other aspects of the offer. The customer
segment is the group of individuals who the business is trying to reach and serve. Business models
can classify more than one customer segment and focus on each group with common behaviors,
needs and other aspects (Silva and Malo, 2014).
Value Propositions
Value propositions are the reason why customers choose a firm among available options
because it solves a problem or able to satisfy a need. Each value proposition has a selected bundle
of products and/or services which addresses the requirements of a particular customer segment.
These products and/or services may have similar offers available in the market, but the added
features and attributes make them distinct. For example, customization is a strategy by luxury
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brands in which they also take advantage of economies of scale. The value proposition is the
presentation of an organization’s solution to address customer problems, often through an offering
and its potential benefits (Fielt, 2014).
Channels
These are the customer touch points to gain customer experience. Channels play a vital role
in raising brand awareness among customers, delivering value proposition, helping customer
segments evaluate the firm’s value proposition, letting customer segments purchase products and
services, and an important activity which firm should take note of is providing after-sale support
to customers. Nowadays, the modern technology allows businesses to reach markets through
online marketing. For example, online advertisements can be done by paying for banner
advertisements on relevant websites where clients will be led to the company when they search for
particular keyword phrases (Amanullah, Aziz, Hadi, Ibrahim, 2015).
Customer Relationships
Customer relationships can go from personal to automated, depending on the motivation they are
given: (1) customer acquisition, (2) customer retention, and (3) upselling.Overall, customer
relationships are deeply influenced by customer experience. This is an area that must be clarified
so the business can identify the right approach to their customers. For instance, the customer
relationship of Apple is geared towards the lifestyle experience of its products (Fritscher and
Pigneur, 2015).
Revenue Streams
This presents how firms generate revenue from their customer segments and if these
segments are willing to pay for the firm’s value propositions. The revenue stream starts when a
transaction of value is paid for with money (Coes, 2014). Revenue streams have different pricing
mechanisms like asset sale, usage fee, subscription fee, lending, renting, leasing, licensing,
brokerage fees, and advertising.
Key Resources
Key resources are the most important assets required to achieve the first five building
blocks. Different resources for every business are needed to create, communicate, and deliver the
value proposition (Coes, 2014). Key resources are not limited to having human resources; they can
also be physical, financial, and intellectual assets. They can also be owned or leased by the firm
and acquired from key partners.
Key Activities
These explain the vital actions a firm must do so its business model will operate properly.
Key activities depend on the structure of a business and are necessary to create and offer value
proposition, reach the target market, establish and maintain customer relationships, and generate
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revenues. They can be categorized as production, problem-solving, and platform or network. In
the fashion industry, where Indu’s streetwear clothing falls under, frontline sales and marketing
staff should be trained and educated to guide customers toward other alternatives (Pedersen and
Netter, 2015).
Key Partners
These are the firm’s connection of suppliers and partners who aid the firm to make the
business model work. Building alliances is a strategy that is widely used by global companies so
they can optimize their processes and reduce risks when they put their decisions into actions. In
fact, there are startup companies that are forming partnerships to generate revenue (Muzellec,
Ronteau, Lambkin, 2015). This strategy is also adopted by small enterprises; they do
collaborations with other enterprises that are willing to share ideas. Partnerships can be classified
as alliances between non-competitors, coopetition (strategic partnership between competitors),
joint ventures, and buyer-supplier relationships.
Cost Structure
This describes all incurred costs to operate business models. Costs can be calculated after
defining key resources, key activities, and key partnerships. For example, when Dell introduced
its build-to-order model by eliminating retail outlets costs, it resulted to the reduction of working
capital, allowed custom orders, and assured that their products had the latest and cheaper
components than their competitors’ (Euchner and Ganguly, 2014). There are two cost structures
in which many businesses adapt: the cost-driven structure and the value-driven structure. Cost
structures have some or all of these characteristics: fixed costs, variable costs, economies of scale,
and economies of scope.
Table 2
The Business Model Canvas
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Since its introduction, the business model canvas has been used to study the financial aspect
of economic activities by an entity (Dudin, Kutsuri, Federova, Dzusova and Namitulina, 2015),
fill in gaps in previous studies about service business models (Zolnowski, Weiss and Bohmann,
2014), and device better plans and “support the creation of highly complex ventures that deal with
the fragile and volatile technologies” (Trimi and Berbegal-Mirabent, 2012).
The streetwear clothing culture in the Philippines
Clothing is one representation of identities (Noh, Li, Martin and Purpura, 2015) and a
reflection of one’s status, class, and self-esteem (Khare, 2014). In the modern era, street wear is a
classification of clothing which serves as a reflection of group identification among the youth
(Rajendran, 2012).
The history of street wear can be traced as early as 1980s, when the sneaker culture in New
York is on its infancy stage. Stüssy is one of the pioneer street wear brands known to many artists
and cultural progenitors. The brand has grown internationally until the departure of Shawn Stussy,
one of the brand’s founders, so he can focus on his family. James Jebbia, who convinced Shawn
to establish its flagship store in New York, soon started his own brand, the now famous Supreme
(Highsnobiety, 2018).
In the Philippines, there is little to no existing studies about the influence of street wear to
uplifting a particular culture, identity and ethnicity. The most thorough articles available at present
are interviews with local clothing brand owners and lists of top local clothing brands in the country.
Despite this gap, streetwear clothing has changed how generations from the time it boomed up to
present expressed themselves through statement shirts and the art imprinted on the fabric.
“Don’t Blame The Kids”, or DBTK as known to its market, is one of the most popular
streetwear clothing brands for those who are in their 20s up to early 40s. Here is an excerpt of Myx
Philippines interview with Emil Javier, the co-owner of the brand (2018):
When you have your own brand, your ideas are limitless… We’re not just selling shirts, we’re not
just selling apparels, we’re sharing stories… You combine it (stories) and convert it on the
apparel… it’s a collaboration of passionate people.
In another portion of the same interview, Lex Perry, DBTK’s head content creator, shares
an insightful aspect of their business:
Sometimes, we create something out of a simple conversation. Then, we tap those people
who help us make these ideas come to reality. When people see you create something they enjoy
and witness what’s new with your products, it just gets you closer to other brilliant people as
well.The reason why we do streetwear is because that serves as the identity.
One can see a glimpse of the business model of DBTK out of these statements. For
example, the stories converted into an apparel is the value proposition. The people who are tapped
by the brand owners are their key partners. The loophole in this is they do not clearly present
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whether the stories they are promoting are consistent across all the building blocks of a business
model.
Indu as a streetwear clothing brand
Kapampangans are known to be fashionable and sophisticated in their choice of clothing
pieces. The popularity of streetwear clothing gave rise to Kapampangan entrepreneurs to establish
their own brands, to showcase their creativity and for selected entrepreneurs, to promote
Kapampangan identity like Indu. This movement slowly opposes Rudy Ordonez’s insight that the
“diversification in population, business and entertainment are elements of modernization that
threaten language extinction.” (The Kapampangan Mystique, 2009) The popularity of
Kapampangan-themed statement shirts contributes to the effective ways to preserve the language
(Ordonez, 2009).
Kapampangan identity is evident on Indu shirts because common words and phrases are
imprinted on the cloth. For example, the phrase Salese Mu Rin is one of the famous statement
shirts released by Indu, which translates to “everything will be fine”. It manifests the positivity of
Kapampangans throughout the test of time. The brand name itself has its meaning as it translates
to “mother”; and, in its profound sense, it means “where one came from.”
But as an advocate of Kapampangan culture and identity, Indu is conscious about uplifting
the livelihood of its Cabalen (fellow Kapampangans). In one of his interviews, Jed Lalu mentioned
that he employs a neighborhood in Barangay Tabun to help in the production of their goods. Indu
also supports local artists by promoting their events through their social media pages (Foro Dela
Barberia, 2018).
The purpose of this study is to look into the strategic management practices applied by
Indu on its streetwear clothing business using the business model canvas. Further, this study also
aims to present how Indu plays a significant role in contributing to Sustainable Development Goal
eight, which is providing decent work and promoting economic growth.
Significance of the Study
This study is of great benefit to the following:
The owners of Indu. The results of the study will help the owners of Indu identify the
subconscious strengths of their streetwear clothing business. This will also allow them to have a
closer look at their own business model and assess areas where they might overlook at.
Start-up businessmen and entrepreneurs. All data provided in this study will help the startup business people and entrepreneurs in conceptualizing and designing their business model
framework and establishing consistency across the nine building blocks of a business model. As a
result, these points will strengthen their brand message and improve the business longevity.
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Local clothing brands. The local clothing brands in Angeles City will gain knowledge on
how to improve their value propositions and assess the loopholes and strengths in the key areas of
their business model.
The local government of Angeles City. This study will present useful information on how
local businesses can better contribute to the economic growth of the city and provide work to the
local community. As a result, it will help the local government in participating to the sustainable
development goals.
Future business researchers. This study will help future business researchers who focus
on the study of Osterwalder’s business model canvas and form and propose a new business model
framework concept using this study as a starting point.
Scope and limitations
This study focuses primarily on the business model framework, using the business model
canvas, of Indu, a local clothing brand and start-up business. The scope area is centered at Angeles
City and spreads out to the rest of the Pampanga area. The limitation of this study is confined with
the analysis of the business model canvas of Indu’s streetwear clothing and does not present any
recommendations at the end of the study.
Ethical consideration
All information gathered are consented by the participants of the study, including the
secondary data that are publicly posted by Indu. The owners are informed that interview sessions
conducted are voice-recorded, transcribed, and translated. In respect to the confidentiality of
particular aspects in the business model of Indu’s streetwear clothing business, the participants are
given the opportunity to review the results of the interview. Any information considered
confidential by the participants will be removed before the publication of the study. The
information included in this study is mainly and strictly for academic purposes.
Research Methodology
This chapter will thoroughly discuss the research approach to achieve the goal of the study.
This chapter will identify who the participants are, the research instruments that will be used to
gain information, how the data will be collected and analyzed.
Research Design
This qualitative study will utilize appreciative inquiry approach, which is vital to have an
in-depth understanding of the strategies implemented in Indu’s business model canvas. The
methods will explore and highlight the strengths of Indu’s streetwear clothing for each building
block. This will also present the current situation of the business and identify the best strategies to
be maintained moving forward. The researcher will gather primary data by conducting a thorough
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one-on-one interview with the two owners of Indu. The secondary data will be gathered from the
social media pages of Indu and their website.
Participants
The participants of this study will Jed Lalu and Dandy, the owners and creators of Indu’s
streetwear clothing business, because of their thorough knowledge about the streetwear clothing
business of Indu and they are the most appropriate individuals to discuss the strategic management
of Indu’s business model canvas.
Research Instrument
This study will use a researcher-made interview schedule based on the academic literatures
cited. The interview schedule will be grouped according to the nine building blocks of the business
model canvas, which will be the framework used to analyse the strategies implemented to the
streetwear clothing business of Indu. The interview schedule will be open-ended to ensure that the
interviewees will not be led to conclusions which may not be based on their perspectives; thus,
giving the interviewees more independence to respond.
Data collection
Consent letters to be signed for approval will be given to the two owners of Indu. Upon
approval, the researcher will brief the participants about the study, present the interview schedule
for further review of the participants, and explain the interview process. The owners will be
informed that the interview is voice-recorded and it will be translated, if needed, and transcribed
at the end. The transcription of the interview will be presented to the owners before the publication
of the research for review. This will allow them to identify any confidential information which
they do not wish to be included in the study but might have accidentally mentioned during the
interview.
In administering the interview process, the two owners will be interviewed separately, at
different times, to eliminate biases and inhibitions with their responses. Each of the owners will
also be isolated from any environment which will affect the manner on how they will respond to
the interview. Due to the amount of questions which will be asked to the owners and in anticipation
of their thorough responses, the interview will be divided into three sessions for each owner. The
first session will cover customer segments, customer relationships, and channels. The second
session will discuss key partners, key activities, and key resources. The last session will deal with
the value proposition, cost structure, and revenue streams.
In addition, there will be two selected individuals who will assist in taking down notes and
will translate languages in English as the researcher will facilitate the interview process.

688 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Data analysis
The analysis will be completed using the appreciative inquiry approach. The responses
from the interview will be transcribed manually by two assigned transcribers and translators. This
is because the owners will be given the liberty to speak in their mother tongue, which are Tagalog
and Kapampangan, and there are no available tools that can automatically and accurately recognize
these languages. The transcription will then be documented in Word format. The secondary data
from the social media pages of Indu will support some of the responses by the participants.
Appreciative inquiry
As this study will seek to explore how Indu strategize to manage its streetwear clothing
business, an appreciative inquiry approach will be necessary to focus on the best practices of Indu
for each building block. Moreover, this approach will probe on any subconscious values among
the participants because the interview schedule is designed to present the core strengths and shape
the path where Indu wants its streetwear clothing business to be headed at. The data will be
presented in narrative format and are categorized based on the nine building blocks of the business
model canvas.
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Abstract
Implementation of a Quality Management System (QMS) certified to the ISO 9001
standard has been increasingly large and rapid, to the point of being ubiquitous. With the regular
renewal of ISO certification of organizations and the introduction of the new version of the ISO
9001 standard, there is a need to determine its impact on organizational performance to further the
appreciation, eliminate common biases, and clarify the effect of its adoption. This paper’s
objective is to conduct a systematic review of empirical studies on ISO 9001 QMS published
between 2009 and 2016 in peer-reviewed journals. The systematic review of the 32 papers selected
was based on a categorization framework comprising 50 variables. Results show that an average
of 75% of the 32 selected papers reported a positive impact on the main variables chosen for this
study, namely, financial and market performance, competitiveness, working environment and
internal processes. Impact on process improvement and productivity has been reported by 26
papers and 88% of these expressed the certification’s beneficial effect. Extent of current literature
covered various geographic areas and industries which highlights the need for focused studies as
the direction of future research. This paper also documented findings on factors and best practices
that contributed to the successful implementation of ISO 9001 QMS based on the empirical
publications privileged. The findings have significant implications for organizations planning to
be certified and/or sustaining their certification, consulting firms and quality assurance
practitioners verifying the effectiveness of the installation of a QMS certified to ISO 9001.
Key Words: ISO, quality, organizational performance
Introduction
Organizations around the world, both public and private, are encouraged to use a variety
management tools to improve performance. The implementation of an internationally-recognized
standard is popular among the numerous interventions for a company to become globallycompetitive, especially in the eyes of its customers. Obtaining a certification from the
International Organization for Standardization gives the organization’s stakeholders an image
easily associated with quality, efficiency and competitiveness.
Studies have shown that implementation of ISO 9001 system benefits organizations in in
both tangible and intangible aspects since it that positively affects quality, improves market image,
increase customer delight, and aid in achieving profit targets (Kunnanat, 2007). Most industries
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have focused on quality since customers have been empowered to seek out and compare an array
of products and services from all over the globe (Srinivasan & Kurey, 2014). In the context of ISO,
the meaning of quality is the degree to which a set of inherent characteristics of an object fulfills
requirements (International Standard ISO 9001, 2015).
Report from the 2015 ISO Survey (International Organization for Standardization, 2015)
show that a total of 1,519,952 certificates were issued worldwide in 2015, compared to 1,476,504
the previous year, an increase of 3%. However, a total of 1,036,321 certificates were issued to ISO
9001 (including 4,190 issued to the 2015 version published in September 2015) a slight decrease
of 0.2% on last year (2014).
Israel, United Arab Emirates and Saudi Arabia are the top countries in the Middle East
with the highest number of ISO-certified organizations. The top five industrial sectors are basic
metal and fabricated metal products, electrical and optical equipment, construction, wholesale &
retail trade, repairs of motor vehicles, motorcycles & personal & household goods and machinery
and equipment.
The top ten countries for growth in the number of ISO 9000 certificates were: China
(17,972), Italy (13,103), Spain (10,941), Japan (6,579), Hungary (2,892), Czech Republic (2,862),
India (2,556), USA (1,901), Singapore (1,866) and Switzerland (1,694) (ISO.org, 2015).
In the Philippine setting, the ISO 9001 QMS is also being implemented in the government
sector such as Local Government Units, State Universities and Colleges, Line Agencies and
Government Owned or Controlled Corporations. This is in response to the establishment of the
Government Quality Management System Standards (GQMSS) that encourages certification of
major processes and linked this to performance evaluation (Office of the President of the
Philippines Executive Order Nos. 601-700, 2007). Governments are encouraging publicly-run
organizations to adopt the ISO 9001, especially developing countries, such as the Philippines. In
the last quarter of 2016, some 191 agencies were recognized by the Philippine government for
attaining ISO 9001 QMS certification (“ISO-certified gov’t agencies”, 2016). Also, international
standards certification such as ISO is part of the investment priorities plan of the Philippines. With
such a policy from the Philippine national government, cities have institutionalized measures to
attract ISO-certified business as in the case of Mandaue City (the industrial center of Cebu,
Philippines) where expense incentives are given to manufacturing companies as specified in their
2015 Investment Incentives Code (“To attract investors”, 2016).
Impacts of ISO 9001 Certification
A number of studies published in journals chose ISO as the central study theme. There are
papers that focused on its correlation with cultivation of new customers (Paden, 2003), stock
market returns (Pinar & Ozgur, 2007), and even against other quality improvement approaches
such as Total Quality Management (Han, Chen & Ebrahimpour, 2007). Aside from specific studies
on the impact of ISO 9001 relative to finance and productivity, a few sporadically tackle
organizational performance since the beginning of documented examination of the implementation
of the system in the mid-90’s.
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Innovation of product has been the common goal of the majority of certified organizations
from different parts of the world (Manders, Vries & Blind, 2016). The real benefits of certification
seem controversial for managers and academics (Boiral, 2012).
Aside from the question of quantity, the perceived benefits and costs of the implementation
of ISO 9001 should also be clarified. While some studies indicate that there are positive effects of
ISO certification, there are also those which suggest that the impact of such among companies is
low and/or relative to implementation.
Benefits of implementing ISO 9001 include the presence of organized and documented
procedures and processes. With the orientation, training and awareness sessions that partly
constitute the installation of a QMS, managers and employees become more familiar and
eventually become quality-conscious. A quality culture is said to be imbibed in 1,500 ISO-certified
organizations as presented in a study in the United Kingdom (Mile and Power, 2007). A study in
2010 (Rusjan & Alic) revealed that one of the benefits related to the learning and development
perspective of companies’ balanced scorecard would be an improvement the morale and
accountability wherein employees are aware and understands their role in the whole process.
A study confirms that ISO 9001 is successful in terms of establishing a compliance
mechanism that is why processes are improved and efficiency is given stirred together with other
capabilities which make the organization more competitive (Borut & Castka, 2010). Performance
dimensions related to product and service quality, operational, market and financial performance
have been validated to be positively affected by the adoption of the international standard (Psomas
& Pantouvakis, 2015). According to the study findings in 2013, product or service quality and
operational performance are directly improved while, at the same time, increasing the effectiveness
of the QMS (Psomas, Pantouvakis & Kafetzopoulos, 2013).
Certification, although not a direct equivalent, may also be considered as an accreditation.
Manufacturing firms also consider ISO as one indicator of a company’s commitment to quality,
especially among original equipment manufacturers (OEM). Quality standards certification,
specifically ISO 9001 QMS, is now considered a leading competitive factor indicated in the 2010
Regional Trends in Economic Integration, Export, Competitiveness, and Inbound Investment for
Selected Industries published by the United States International Trade Commission (US
International Trade Commission, 2010).
ISO, combined with other standards, also proved to be beneficial for organizations as
presented in a study in 2013 shows that there is a potential relationship between the use of and
integrated environment-focused standard coupled with the qualitative benefits using ISO 9000
with another certification such as 14000 (Aba & Badar, 2013). A study (Ivanovic & Majstorovi,
2006) pointed out that organizations use quality management as a strategy to improve efficiency
and effectiveness.
In the Philippines, findings of a research on ISO 9001:2008 effectiveness shows a positive
impact on service quality, employee performance and continuous improvement initiatives
(Tamparong, 2016). It was seen in another study among large-scale construction companies in
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Metro Manila, Philippines that ISO significantly affects the reduction of quality costs within
construction projects (Neyestani & Juanzon, 2017).
In contrast, a study (Wilson, Walsh & Needy, 2003) expressed that the success stories
reported by companies with ISO certification and recipients of Baldrige awards may be overstated.
This means that success certainly cannot be guaranteed.
Downside of the ISO 9001 QMS can also be a result of factors that make its implementation
complex. A certified lead auditor (Mahal, 2014) based in the USA, wrote that inadequate
resources, lack of clarity around program ownership and roles, developing a system that’s too
complicated and lack of management engagement are some of the problems encountered by
organizations.
Moreover, research shows that variety of styles on the implementation and management of
the quality system stem have resulted to different performance outcomes (Kaziliunas, 2012). It
was also found out that states that the impact is better on organizations utilizing explicit instead of
tacit knowledge.
An online consultation center, Advisera Expert Solutions, also disclosed some challenges
in the implementation of ISO. According to one of its consultants, (Nolan, 2016), the biggest
problems in setting up a QMS include differing opinions, difficulty and getting employees’
involvement, top management’s inability to understand the requirements, rumors, gossip and
disinterest due to notions that employee headcount needs to be reduced, and improper allocation
of funds.
There are studies that question the actual impact of ISO certification and negate the notion
that the international standard truly has a positive effect on the organization. In an online article
published by Renaud Anjoran (Certified Quality Engineer, American Society for Quality) in 2013,
he stated that criticism of the standard can be associated with the data showing that the largest
number of ISO registered companies are in China (International Organization for Standardization,
2015) and this implies a negative connotation due to the said country’s ‘poorly made’ products
(Midler, 2009). Anjoran also noted that many companies pursuing the certification rely on acquired
documents and eventually cover-up the non-conformities during the arrival of the third-party
auditor. He further noted that the ISO audit purposefully avoids becoming too critical or stringent
since he/she is selected and paid by the organization (Anjoran, 2013).
Companies that fail to recognize the importance of the role of both top management and
general employees fail to sustain the ISO certification. ISO standards bring considerable risks as
the conceptual evolution of quality standards may increase the problem of ritualistic
implementation (Gotzamani, 2005).
A drawback of implementing ISO 9001 QMS would be the financial implications it would
entail on the company’s budget. The value of certification varies depending on the size of the
organization, number of employees and scope of the processes to be audited. Payment for
consultants and/or trainers is also considered. A US-based commercial store, The 9000 Store (not
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affiliated with the ISO organization) estimates that an organization with 1-25 employees will have
to pay approximately US$2,917 for the full package with consultancy. Cost in terms of employee
hours spent is about 38 hours, as projected. The value will then increase as the organization become
larger. Funding to establish the quality system would be a challenge for organizations (The 9000
store, 2016).
Competition among certification bodies and/or registrars is also seen as one of the
weaknesses of the ISO 9000 implementation process. Due to the increasing number of companies
offering third-party audit and certification, the process becomes lenient. It can be noted that
organizations pay for certification bodies, thus, shall ensure compliance of their client. Granting
of the certification may be delayed but not disapproved for as long as the organization passed two
stages of audit. Revocation of the certificate, on the other hand, may be possible during or at the
end of the contract. At present, 67 member countries of the International Accreditation Forum are
affiliated with member-organization each having membership of a minimum of five (5) to about a
hundred (100) or more listings. The same idea of bias and partiality may be associated to regulatory
bodies, accreditation, organizations with membership-by-approval and award-giving bodies
(International Accreditation Forum, 2017).
The Philippine Accreditation Bureau (PAB) under the Department of Trade and Industry
officially monitors certified organizations and the legal entities that are allowed to certify
organizations. According to the local regulatory body, a total of 9,678 Philippine National
Standards, 79.6% are aligned with International Standards and among these is the ISO 9001 series
(Department of Trade and Industry, 2016).
Systematic Review on ISO
The most recent literature in the past decade attempted to clarify the impact of ISO 9001
to certified organizations through systematic reviews. A systematic review seeks to examine,
evaluate and synthesize selected evidences, as it adheres to pre-determined guidelines on the
conduct of a review. This type of research usually aims for exhaustive and comprehensive
searching and may or may not include quality assessment. Synthesis of results for systematic
reviews is usually presented in narrative, tabular or summary form and the analysis is geared
toward confirming what is known, limitations of the study and recommendations for practice
(Grant & Booth, 2009).
Kim, Kumar and Kumar (2003) conducted a systematic review on ISO implementation and
identified five motivation factors related to quality, operations, competitiveness, external pressure,
and image. Ten critical success factors were also noted and these include leadership, training,
involvement of all employees, organizational resource management, customer-based approach,
process-oriented approach, communication and teamwork, customizing the ISO requirements and
quality audit). The study proposed a framework composed of conversion, enhancement and
competitive priority stages.
Another systematic review which focused on the implementation of ISO in hospitals and
healthcare was published by researchers from Indonesia and the Netherlands (Wardhani, Urtarini,
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Dijk, Post & Groothoff) in 2008. The study revealed that the key success factor in QMS
implementation is emphasizing the standards’ equivalent with the values associated with
affiliation, teamwork and innovation, change management and risk-taking.
A study by Boiral (2012), 111 papers have been considered for scrutiny in a systematic
review of literature on ISO’s impact on organizational effectiveness. The study shows key themes
that have impacts on operational aspects (internal: operational management and quality), (external:
customers and suppliers) and managerial and strategic impact (organizational effectiveness, human
resources, marketing impacts and market competitiveness).
Organizational Performance
Organizational performance is one of the most important variables in the management
research. There is difficulty in defining the organizational performance since its meaning in
academic literature vary. Thus, there is no definite meaning in terms of specifically defining the
term or concept. According to Lebans and Euske (2006) organizational performance may be
defined in terms of both financial and non-financial indicators which offer which can be equated
to the achievement of objectives and results. Organizational performance encompasses three
specific areas of firm outcomes, namely, (1) financial performance; (2) market performance; and,
(3) shareholder return. Another definition of organizational performance (Nnabuife, et. al., 2015)
includes the measurement of specific activities and how these are done effectively and efficiently
as it contributes to the organization’s goals while, at the same time, monitoring and adjusting these
to fit current trends.
Organizational performance has also been a subject of study, mostly for government and
service organizations in the Philippines. For the bureaucracy, the Philippine Civil Service
Commission launched the Strategic Performance Management System (SPMS) as a tool in
gauging effectiveness/quality, efficiency, and timeliness of government service measured using
baseline data, trends, benchmarking, customer demand, requirements, top management standards
and/or prospective/future trend (Civil Service Commission, 2012).
Key performance indicators for privately-owned Philippine organizations and corporations
are very much affected by the integration of the Association of South East Asian Nations
(ASEAN). With the free trade among the organization’s ten-member states which started in 2015,
(“ASEAN integration”, 2015), small, medium and large enterprises are becoming more focused
on complying with international standards such as ISO.
For this paper, a study by Ho (2008) was used and focused on two main variables of
organizational performance, namely: financial performance and market performance. By
definition, financial performance refers is associated with relative proﬁtability, return on
investment, and total sales growth. Market performance, on the other hand, refers to values
pertaining to the status of the organization within a given industry in terms of market share, proﬁt
ratio, and customer satisfaction rating.
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With the opposing views and varying opinions on the implementation of ISO 9001 QMS,
organizations have considered certification as optional, voluntary or a pre-requisite to an
accreditation or recognition. Studies stating both positive and negative results of ISO 9001 QMS
implementation have been published since its release in 1987.
The overall objective of this study was to determine the impact of ISO 9001 QMS on
organizational performance through a systematic review of empirical studies published in peerreviewed journals between January 2009 and December 2016. Specifically, the study aims to: (1)
review the latest literature on ISO 9001 Quality Management System and its relationship with
organizational performance; (2) determine the coverage and extent of current literature available
related to ISO 9001 Quality Management System; and, (3) explore avenues for research to
determine effect of ISO 9001 Quality Management System on organizational performance.
At present, the implementation of a Quality Management System certified to ISO 9001
standards has been increasingly large and rapid, to the point of being ubiquitous. With the huge
increase of certified organizational processes every year, ISO 9001 QMS has been implemented
out of compliance to statutory and regulatory requirements, pressure from industry competition
and marketing advantage. With the renewal of ISO certification of organizations every three years
and the introduction of the new version of the ISO 9001 standard, there is a need to determine the
impact of the implementation of an ISO 9001-Certified Quality Management System on
organizational performance to further the appreciation, eliminate common biases, and clarify the
effect of its adoption.
The results of the study will serve as a reference for public and private sectors, certification
bodies, consultants, auditors, and training institutions in confirming the actual impact of
international standards on organizational performance. A favorable result will support the
directives of organizations in adopting the system. Otherwise, additional measures and
implementation approaches may be done in order to align the system with organizational
performance. The study will reveal the actual impact of the QMS and may surface best practices
and other tools which organizations use to be effective in improving organizational performance.
Selection of literature used in this study is based on a search strategy derived before the
onset of identification, appraisal, analysis and synthesis of published materials. Literature review
was limited to general contexts and variable measures of impacts of the ISO 9001 QMS standard
with keywords related to organizational performance from studies in peer-reviewed journals
published between January 2009 and December 2016 utilizing a specific research method. No
consideration was made on the geographic area of study, version of the 9001 standard or
combination with other local or international standards, and type of industry. Due to the limited
number of papers on the topic, multiple studies from the same author were also included. Quality
checks were made to ensure that there is not duplicate/double publication of the same
research/study. The three-step approach (Tranfield, et. al., 2003) of systematic review was utilized
as the overall methodology to arrive with conclusions and recommendations.
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Method
The research employed a systematic review method, explanatory in nature, with statistical
and qualitative analysis components that produced an overall pooled estimate of results that
answered a specific research question: “What are the impacts of ISO 9001 QMS on organizational
performance?”
Statistical techniques to synthesize data from various qualitative and quantitative studies
into a single quantitative estimate or summary effect size were employed. With the data available,
a Descriptive Statistical Data Analysis was used in place of inferential statistics and tested
hypothesis. Double categorization was employed with the aid of two peer evaluators to eliminate
subjectivity of interpretations and variables used and the findings of each study. The conclusion
closed disparities in result aggregates of previous studies related to the research question through
a qualitative framework analysis.
The main sources of data were electronic or online databases utilizing specific key
terminologies. Existing data identified were screened, examined and correlated with the
established criteria presented in detail in the succeeding part of this paper’s methodology.
The type of systematic review used was based on a three-step approach: (1) development
of a review protocol; (2) data extraction; and (3) information synthesis (Boiral, 2012; Tranfield,
et. al, 2003; Machphersonn & Holt, 2007). The method is primarily geared to give fresh insights
from culling existing studies. This approach is described as follows:
Step 1: Development of a Review Protocol
This systematic review was limited to empirical studies on the impacts of ISO 9001
published in peer-reviewed journals between January 2009 and December 2016 with the
assumption that a previous systematic review by Boiral (2012) was published and covered the
period between January 1994 and April 2008. This paper is a continuation and extension of earlier
work (Boiral, 2012) with the concurrence of the author of the original study. Only papers in English
and available in full text were considered.
The eight-year coverage of the studies encompasses the transition from 2008 to 2015
version but this has no significant impact since the study covers the 9001 family and the three-year
transition period will end on September 2018. Validity of the eight-year period of study was
affirmed by recent published literature on ISO 9000 (Karapetrovic, 2010) and business startups
(Korunka, et. al., 2017).
Data collection was conducted from three electronic databases covering most of the peerreviewed journals in management and other related fields: (1) ProQuest, (2) EBSCO, and (3)
Science Direct. The generic term “ISO 9000” was used as keyword to find the most relevant papers
on these databases. Other related terms used were: quality, certification, TQM and ISO, ISO 9001,
ISO and certification, quality and quality management systems, QMS and standardization. These
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terminologies were similar to the previous systematic review done by Boiral in 2012, thus,
supporting the extension of his work.
Step 2: Selection of Relevant Papers
Paper selection followed the two-step procedure by Fink (2005). First, an extraction
procedure excluded papers not meeting the objectives of the research practically based on abstracts
and general information about the paper, including but not limited to, the date of publication, peer
review, approach of the study, etc. Assessing study data was performed using the PQRS strategy
or Preview, Question, Read and Summarize.
The methodological screening followed on the basis of the quality of the paper and methods
used. The classification of publications according to levels of relevance (generally A, B, C) was
used to screen the papers (Leseure, et al. 2004; Pittaway et. al, 2004, Boiral, 2012). These criteria
were not mutually exclusive and were mostly intended to evaluate, from different perspectives,
“the adequacy of a study’s coverage and its scientific quality” (Fink, 2005):
1. Focus: All selected papers had to investigate the positive and negative impacts of
ISO 9001 on organizational performance.
2. Methodology: All selected papers had to describe clearly traditional information
regarding methods
3. Quality of publication: To limit subjectivity of the criteria, the scientific study of
each publication was evaluated through the publication’s credibility and quality
ranking by the Australian Business Deans Council (ABDC) classified as best
leading, highly regarded, well-regarded and/or recognized) and/or journal
enlistment or recognition through International Scientific Indexing (ISI) and/or
Scopus Elsevier to ensure reputation of the literature selected for study.
By combining these criteria, the relevance of the studies were classified as:
1. A - (very relevant: 60 papers): Studies of this category clearly met all
aforementioned criteria. Thus, these studies are focused on the impacts of ISO 9001
certification, described a detailed methodology, and were published in journals
enlisted in ABDC, ISI and Scopus Elsevier.
2. B - (relevant: 28 papers): Relevant studies related but not highly focused on the
impacts of ISO 9001 (i.e. combined with other standards), with a clear but short
methodology and data supporting arguments. These were published in journals
enlisted in ABDC, ISI and Scopus Elsevier.
3. C - (less or not relevant: 178 papers). None of the aforementioned criteria were
clearly met; the main focus of the paper was not on the impacts of ISO 9001, the
methodology was not sufficiently detailed, and the review was not listed in ABDC,
ISI and Scopus Elsevier.
4. Only very relevant and relevant papers published in professional journals and those
that met the inclusion and exclusion criteria in terms of methods and academic rigor
were included. A total of 266 potentially relevant articles were identified.
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Figure 1. Sample of the Excel file matrix used in the screening of peer-reviewed journals
To fulfill the study’s scope and limitation, the research method of each of the screened papers were
noted to identify which will be further excluded based on the most popular method used. Out of
the very relevant (60) and relevant (28) papers, 32 were identified to have used the “survey”
method, thus, these 52 papers were excluded after this was considered.

Figure 2. Selection process of papers
Step 3: Data Extraction and Analysis
Data analysis was carried out at two levels as recommended by Tranfield, et. al in 2003.
The first level was based on information describing the context of each paper, where the study was
conducted, date of publication, quantitative versus qualitative methodology and main variables on
the impacts of ISO 9001 will be compiled systematically. The second level was based on a
thematic analysis of the findings of the papers retained. As suggested by Boiral (2012), this study
shall use the categorization process using a framework based on the selected studies. The
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framework was based on variables most commonly used in the literature to measure impacts of
ISO 9001 QMS.
Excel software was used to develop the categorization framework and perform the data
analysis. This analysis was verified by two researchers (See Appendix 3). Thus, papers will be
read and analyzed twice through the same categorization framework. This double categorization
limited bias related to subjective interpretations of variables used and findings of each study.
Information synthesis covered mapping of the field focused on three aspects, namely,
geographic areas covered by the studies, methodologies and types of publications privileged, year
of publication and variables used to measure the impacts on organizational performance.
The categorization framework used to analyze the main findings of the selected papers was
according to financial performance, market performance, working environment and internal
processes. The variables were based on the selected studies were not mutually exclusive, but rather,
shall reflect aspects concerning the certification impacts according to the best available studies on
the subject.
Table 1
Organizational performance categorization framework used in this study.
Organizational Performance Impacts (Positive/Negative)
Financial Performance
Market Performance/
Working Environment and
(Karim, 2015; Ho, 2008)
Competitiveness
Internal Processes
(Georgiev & Georgiev, (Moturi & Mbithi, 2015;
2015; Ho, 2008)
Richardson, 2014)
Relative Profitability
Market Share
Process Improvement
Return on Investment
Profit Ratio
Employee Motivation,
Retention
and
Satisfaction
Total Sales Growth
Customer
Product/Service
Satisfaction/Retention
Innovation
The number of papers and the positive impacts, in percentage, were recorded and analyzed.
The percentage represented the studies measuring the variable that demonstrated a significant
positive impact (benefits) and significant negative impact (problems). Results were discussed, in
detail, and included excerpts from the selected studies to support the findings. Acknowledgement
of works of other authors used in any part of this paper was done in accordance with the American
Psychological Association or APA style.
Conclusion was based on the number and percentage of studies related to either positive or
negative impact. Implications to interested parties, contributions and avenues for future research
were also included in the paper.
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Analysis of Data and Interpretation
Relevant studies assessed after the systematic review generated summaries that allowed
the researcher to take into account a whole range of relevant findings related to the research
questions. Aside from answering the research questions posted, general trends and characteristics
of the selected literature which is vital to formulating general statements or an overarching
statement rather than summarizing all the points concluded by published research. Similar to other
systematic reviews, conflicts and inconsistencies in the study were also validated by clarifying
inputs on the contention in theories, conceptualizations, and methods in the literature selected
(Cooper, 2003). To limit the length and complexity of the results of this paper, a mapping of the
field focused on three aspects that appeared particularly important in describing the main focus of
the literature (Boiral, 2012):
1.
2.
3.
4.
5.

geographic areas covered by the study;
methodologies and types of publications privileged;
years of publication of the selected studies;
industries covered by the selected studies; and,
variables used to measure the impact on organizational performance.

It was noted that multiple papers by two authors, Psomas and Simon, were included in the
selection but no duplicity was found among their published works since topics, years of publication
and co-authorships were not identical.
Geographic areas covered by the study
In this study, geography is considered as a result and not a filter to exclude the selected
articles to reveal the geographical spread of research and publication (Adolphus, 2013).
Table 2
Main countries in terms of number of certifications and empirical studies on ISO 9001 and impact
on organizational performance.
Number of certificates released in 2015
(International Organization for Standardization
Survey, 2015) combined ISO 9001:2008 and ISO
9001:2015
1. China: 292,559
2. Italy: 132,870
3. Germany: 52,995
4. Japan: 47,101
5. United Kingdom: 40,161
6. India: 36,305
7. USA: 33,103
8. Spain: 32,526
9. France: 27,598
10. Romania: 20,504

Number of papers retained for data extraction
for this study (n=32)
1. Spain: 7
2. Greece: 6
3. India: 5
4. Serbia: 2
5. Others: 1 for each of the following countries:
Portugal, Iran, Trinidad and Tobago, Kenya,
Pakistan, Netherlands, Slovenia, Italy, Brazil,
Indonesia, Germany and Turkey.
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ISO 9001 is adopted worldwide and its scope is at an international scale. Because it is used
by different countries around the globe, it is necessary to note that there is high concentration of
studies in areas where most ISO-certified organizations are located. Thus, Europe and Asia account
for 73% of the studies. On the other hand, the number of ISO-certified organizations does not
necessarily equate to increase in the number of studies done in a specific country (see Table 2).
Although China topped the list of the most number of certified organizations, no study was
included among the selected papers. It can be noted that literature coming from the countries with
most number of ISO certifications (Top 10) did not reach the minimum criteria set for this
systematic review. Research papers from Spain, on the other hand, comprise 22% of the published
articles (highest number of empirical studies) for 3% of the number of certifications in the world.
This means that the number of ISO-certified organizations is not directly correlated with the
number of studies in a certain geographic area. This also affirms previous conclusions that very
few studies have been truly based on comparative and international approach due to limited
number of researches in certain countries (Georgiev & Georgiev, 2015; Heras, et. al, 2002).
Methodologies and types of publications privileged
A relevant information we derived from the selected studies is the methodology used for
each. This was the basis of selecting the most widely used methodology and exclude the rest
during the initial phases of screening.
Table 3
Research
methodologies
selected studies.
Quantitative Methods
1. Survey: 32*

used

for

the

very

relevant

and

relevant,

pre-

Quantitative
and
Qualitative Methods
1. Interviews and case studies: 1. Mixed method: 2
11
review 2. Framework method: 9
2. Systematic review: 3
Qualitative Method

2.
Literature
(quantitative): 22
3. Statistical multivariate or 3. Cambridge approach: 2
ANOVA: 3
4. Taxonomic analysis: 1
5. Cross-disciplinary research:
1
4. Stepwise approach: 1
6. Memetic type: 1
7. Analogy method: 1
*Considered for inclusion criteria in methodological screening.

Almost all studies from the 88 relevant papers are quantitative in nature, accounting to 50%
of the total number of initially screened papers. 32 of these are focused on the survey methodology
wherein selected individuals or organizations were provided questionnaires and results of their
responses were statistically analyzed to arrive at conclusions on the impact of ISO 9001 on
organizational performance. A similar approach is employed in a qualitative manner for a few (11)
studies which relied on interviews and case studies (see Table 3).
706 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

The methodological screening of the literature showed the relative variety of publications
in terms of focus. While majority are solely focused on ISO 9001, 8 (classified as B or relevant)
studied the impact of ISO 9001 on organizational performance either as part of an integrated
management system (Khanna, et. al., 2010; Simon, et.al., 2014), six sigma (Majstorovic, 2015),
total quality management or TQM (Sayeda, et. al., 2010; Burli, et. al., 2012; and Radlovacki, et.
al., 2011), and other quality practices (Jain, 2015).
All selected articles are published in journals which are ranked by the Australian Business
Deans Council or ABDC (59%) and listed in the Scopus Index (41%) thus, they are all recognized
and peer-reviewed. The variety of publications considered can be correlated with the heterogeneity
of the industry focus of the journal articles.
The literature also encompass journals in the management field as classified by ABDC.
Sixty-six percent of these articles are published in general/business management journals such as
The TQM Journal, International Journal of Productivity and Performance Management, Quality
Management Journal, International Journal of Quality and Reliability Management, Total Quality
Management and Business Excellence, Engineering, Construction and Architectural
Management, Benchmarking, International Journal of Production Research, Journal of
Operations Management and European Journal of Operational Research. Journals on production,
logistics, and operations management such as Managing Service Quality and Journal of Cleaner
Production published 12% of the selected articles. Meanwhile, 10% of the articles are published
in engineering journals such as Dyna, International Journal of Engineering and Technology and
Journal of Mechanical Engineering. The remaining articles were published in subject-specific
journals such as Industrial Management and Data Systems (6%) and Procedia Social and
Behavioral Science Journal (6%).
Years of publication of selected studies

No. of selected papers (n=32)

8
7
6
5
4
3
2
1
0
2009

2010

2011

2012

2013

2014

2015

2016

Year of Publication

Figure 3. Number of selected papers and their year of publication.
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There is no defined trend with regards to the number of papers published annually since
January 2009 to December 2016. A pattern cannot be determined based from the date of
publication of the selected papers. It can be noted, however, that the highest number of published
articles were released in the year 2015, probably ushering in the release of the revised version of
ISO 9001:2008, that is, the ISO 9001:2015.
Industries covered by the selected papers

ICT, 1

Medical/
Health, 1 Mining, 1

SME, 2
Mixed, 12

Service, 2
Construction,
3

Education, 3

Manufacturing, 7

Figure 4. Distribution of selected papers according to industry
The studies having the highest number (36%) are focused on a combination of several
industries. The method used for these selected papers is a distribution of survey questionnaires to
oversight government agencies (Valmohammadi & Kalantari, 2015), publicly-listed companies
(Ochieng, et. al, 2015; Fatima, 2014), and selected individuals and organizations for various
industries. Other studies focused on manufacturing, education, construction, service, and small and
medium enterprises (SME). Industries related to information and communications technology
(Zelnik, 2012), medical/health (Lindlbauer, et. al, 2015), and mining (Escanciano & Rodriguez,
2011) have one paper each.
Variables used to measure the impact on organizational performance
An important result of this systematic review is a categorization framework based on initial
literature review on the key variables on organizational performance. After reviewing the selected
articles, specific variables were determined and clustered according to the pre-determined
performance themes and its equivalent variable (see Table 4). Despite the homogeneity of the
methods and general objectives used in the studies, there is a difference in the measurement,
terminology and factors utilized in interpreting the impact of certification.
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Table 4
Summary of the categorization framework of impact variables of the 32 papers analyzed.
Parameters of Organizational Performance
Sources
Financial Performance
Relative profitability or profit
Net profitability, net profit, unit Psomas, et. al. (2013)
production cost, revenue
Fatima, M. (2014)
Return on investment
Return on capital employed, Santos, et. al. (2011)
Jain, S. & Ahuja (2012)
return on assets
Ochieng, et. al. (2015)
Total sales growth
Sales, sales growth
Willar, et. al. (2016)
Casadesus, et. al. (2011)
Market Performance/Competitiveness
Market Share
Market share (internal and Valmohammadi
&
external)
Kalantari (2015)
&
Profit (Margin) ratio, Return on Gross profit, competitiveness, Escanciano
sales or gross profit ratio
flexibility, competitive position, Rodriguez (2011)
Psomas, et. al. (2010)
organization strategic benefits
Customer satisfaction/retention
Customer satisfaction, meeting Casadesus, et. al. (2011)
customer
needs
and Fatima, M. (2014)
expectations, customer loyalty, Khanna, et. al. (2010)
Santos, et. al. (2011)
complaints’ reduction
Jain, S. & Ahuja (2012)
Martinez-Costa (2009)
Willar, et. al. (2016)
Simon, et. al. (2014)
Working Environment and Internal Processes
Process
improvement
and Cycle
time,
productivity,
productivity
workmanship
performance,
efficiency,
process
effectiveness,
continuous
improvement of process, lead
time, time and cost savings,
organizational benefits, process
management,
process
improvement,
system
performance, supply chain
performance,
relationship/compatibility with
Total Quality Management
(TQM),
relationship
with
excellence, prevention of nonconformities, relationship with
other (industry) standards

Jain, S. & Ahuja (2012)
Escanciano
&
Rodriguez (2011)
Iwaro & Mwasha (2012)
Psomas, et. al. (2012)
Psomas, et. al. (2010)
Casadesus, et. al. (2011)
Khanna, et. al. (2010)
Radlovacki,
et.
al.
(2011)
Santos, et. al. (2011)
Jain & Samrat (2015)
Eryilmaz, et. al. (2016)
Simon, et. al. (2012)
Wiengarten (2013)
Majstorovic & Sibalija
(2015)
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Employee motivation, retention Employees’
satisfaction,
and satisfaction
employee-related
benefits,
willingness to contribute, work
satisfaction,
communication,
morale,
staff
motivation,
internal cohesion
Product/service quality
and Design quality, manufacturing
innovation
quality, product/service quality,
adopting new technologies,
continuous improvement (for
innovation), costs for poor
quality

Sayeda, et. al. (2010)
Psomas, et. al. (2015)
Burli, et. al. (2012)
Criado & Calvo-Mora
(2009)
Martinez-Costa (2009)
Lindlbauer, et. al. (2015)
Tamayo-Torres (2014)
Ismyrlis & Moschidis
(2015)
Papadimitriou
&
Westerheijen (2010)
Chiarini (2015)
Simon, et. al. (2014)

The categorization framework developed was based on three themes encompassing the
main variables of ISO 9001 on organizational effectiveness: financial performance, market
performance and competitiveness, and working environment and internal processes (see Table 1).
In total, the categorization framework contains 9 subthemes and 50 variables from the analysis of
the papers. These variables are not mutually exclusive, but rather, reflect different aspects
concerning the certification impacts according to the best available studies on the subject (Boiral,
2012).
Results
Impact of ISO 9001 certification to organizational performance
The categorization framework (see Table 4) was used to analyze the main findings of the
32 papers retained according to the 50 variables on organizational performance themes: financial
performance, market performance and competitiveness, and working environment and internal
processes. The total number of papers explicitly measuring each of the variable of the
categorization framework and the percentage of studies empirically demonstrating a significant
positive impact.
Table 5
Impact of ISO 9001 on organizational performance
Parameters
of
Organizational Paper
Performance
(number)
Financial Performance
Relative Profitability or profit
9
Return on Investment
2
Total sales growth
6
Market Performance and Competitiveness

Positive
impact
(%)*

Negative
impact
(%)

No direct
impact
(%)

67%
100%
67%

0%
0%
0%

33%
0%
33%
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Market Share
6
67%
16.5%
16.5%
Profit (Margin) ratio, Return on sales or
7
71%
14.5%
14.5%
gross profit ratio
Customer satisfaction/retention
9
78%
0%
22%
Working Environment and Internal Processes
Process improvement and productivity
26
88%
8%
4%
Employee motivation, retention and
13
69%
8%
23%
satisfaction
Product/service quality and innovation
9
67%
0%
33%
* % of studies measuring the variables that demonstrated a significant positive impact.
(n=32)
Impact of ISO 9001 on financial performance
Majority of the selected literature explicitly revealed that ISO 9001 has a direct positive
impact on financial performance among Greek small to medium enterprises, specifically on net
profit, company financial results, profitability, cash flow from operations and sales growth
(Psomas, et. al., 2013). A study in Pakistan revealed that financial performance of certified firms
encompassing 21 business sectors improved significantly (Fatima, 2014). Small and medium
enterprises in Portugal (Santos, 2011) reported increase in profitability while Indian manufacturing
firms also reported the same positive impact (Jain & Ahuja, 2012).
In Indonesia, construction companies needed to consistently implement QMS to raise
profitability (Willar, et. al., 2015). A study revealed that following the ISO standard can be more
effective and has a direct impact on increase in sales and return on investment if combined with
another standard, specifically, ISO 14001:2004 or Environmental Management System
(Casadesus, et. al., 2009). Similarly, a Pakistani study shows that ISO, by itself, cannot improve
performance (Fatima, 2014) but definitely has a positive effect on financial indicators.
However, a study of ISO implementation in Kenya (Ochieng, et. al, 2015) noted differences
in profit and turnover but variations are not significant.
No negative impact on financial performance has been documented by the selected journals
considering the three major variables used in this study. A Greek study emphasized that
certification produces unique type of benefits among organizations since the degree to which ISO
is implemented intends to support a certain level of quality compliance (Karim, A., 2015) that
somewhat affects financial performance. The results from the selected papers affirm a study in
2015 relating ISO 9001 implementation with improvements in overall financial performance
(Chatzoglou & Chatzoudes, 2015).
Impact of ISO 9001 on market performance
A positive impact of ISO 9001 on market performance has been reported by majority of
the journal articles. Better results were attained by certified Iranian companies compared to noncertified organizations in terms of flexibility, market share and customer satisfaction
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(Valmohammadi & Kalantari, 2015). Market share is also positively affected by ISO among
Spanish mining companies (Escanciano & Rodriguez, 2011), Spanish companies in Catalonia
(Casadesus, et. al., 2011), Greek SME service companies (Psomas, et. al., 2010) and Indian
manufacturing companies (Jain & Ahuja, 2012). Improved competitiveness (Khanna, et. al, 2010)
and competitive position (Santos, et. al., 2011) and flexibility (Martinez-Costa, et. al., 2009) have
been recorded.
Customer satisfaction, which is one of the main goals of ISO certification, was affected
positively by majority of the papers. This was supported by findings of a study on Turkish higher
education institutions (Eryilmaz, et. al., 2016) and its positive connection to documentation and
human resources (Simon, et. al, 2014).
No journal article recorded any negative impact of the implementation of the standard in
terms of customer satisfaction.
Moreover, there is a strong connection between QMS barriers and QMS business
performance which means that QMS barriers will, in turn, result to inferior QMS business
performance (Willar, et. al., 2016).
Impact of ISO 9001 on working environment and internal processes
One-third (24 out of 32) of the pre-reviewed journals reported a significant positive effect
of ISO certification on working environment and internal processes indicators. Specifically, the
cycle time and lead time in the production processes has significantly improved (decreased) among
Iranian (Valmohammadi & Kalantari, 2015), Spanish (Casadesus, et. al., 2011), and Indian
(Khanna, et. al., 2010) organizations implementing ISO. Enhanced productivity brought about by
company efficiency is predominant in Indian manufacturing companies (Jain & Ahuja, 2012),
Spanish mining companies (Escanciano & Rodriguez, 2011), and Portuguese SMEs (Santos, et.
al., 2011). Since ISO involves a process approach in decision-making, a number of organizations
in Greece (Psomas, et. al., 2010), Serbia (Radlovacki, et. al., 2011), India (Jain & Samrat, 2015),
and Turkey (Eryilmaz, et. al., 2016) reported operational benefits.
Three studies confirmed that the success of the ISO implementation is directly compatible and
influenced by Total Quality Management or TQM. These studies include those which have been
implementing related productivity and quality improvement tools, systems and techniques such as
Six Sigma, Integrated Management System (Majstorovic & Sibalija, 2015), TQM’s institutional
effectiveness among higher educational institutions in India (Sayeda, et. al., 2010), and institutes
in Southern India (Burli, et. al., 2012).
Other findings
Extent of current literature used in this study include results which are outside the selected
parameters of organizational performance pre-determined.
In a Greek study, the use of standards and tools/techniques was low compared with
companies from other countries. On the contrary, the importance the quality assurance managers
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attributed to critical success factors was high (Ismyrlis & Moschidis, 2015). The most important
critical success factors for another study in Greece seem to be management commitment,
education, and communication (Ismyrlis, et. al.,2013). It was also found that different culture
profiles have different influences on the QMS implementation (Willar, et. al, 2015). Exploration,
exploitation and organizational learning orientation are significant to QMS implementation
(Tamayo-Torres, et. al., 2013).
Research results from a Serbian standpoint says that the country is yet to take the long
journey towards raising awareness about the management commitment to quality management
(Radlovacki, et. al., 2011).
For Spanish firms, successful ISO implementers are those that has had extensive and longer
than six years implementation and improvement of its QMS, deployed objectives into practice,
trained employees at all levels, involved stakeholders and provided systems for preventing errors
(Criado & Calvo-Mora, 2009).
It has also been concluded that various success factors in implementing ISO 9000 are
related with manufacturing performance improvement parameters. These parameters can be
aligned to efficiently manage the ISO 9000 implementation program to realize organizational
objectives on growth and sustainability (Jain & Ahija, 2012). It was also seen that organizations
with integrated management systems reporrt higher levels of ISO 9001 beneﬁts compared to those
organizations with a stand-alone ISO 9001 certiﬁcate. On the other hand, this cannot be
generalized when compared to their counterparts with separate standardized management system
standards (Casadesus, et. al., 2009).
Best practices for successful ISO implementation
Selected studies have become extensive sources of determinants that complement the
successful implementation of ISO 9001 QMS in organizations. ISO 9001 QMS effectiveness is
also evident if employees are motivated and attributes of both the organization and the employees
are harmonized (Psomas & Antony, 2015).
Leadership of top management was the main driving force for establishing an effective
QMS in engineering institutes in India (Burli, et. al., 2012). This is also confirmed by an Indian
study that revealed that top management can effectively impacts the initiation of manufacturing
performance improvements by providing effective structure for QMS implementation,
institutionalizing effective reward and recognition mechanisms in the organization and providing
resources for change management (Jain & Ahuja, 2012).
Communication is also an essential element of successful and continuous improvement of
the quality management system, in which management must be the ﬁrst to show the awareness of
the real purpose of the QMS, and must attract their employees’ attention as well as acknowledge
their expectations (Zelnik, et. al., 2012).
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ISO 9001 certified companies with high scores of employees who are highly-motivated
were also proven to be more effective than those ISO 9001 certified companies with low scores of
internal motivations (Valmohammad & Kalantari, 2015).
Results of a study on Spanish mining companies showed that they tend to complement
QMS with other management systems (such as Environmental Management System and
Occupational Health and Safety Management System) that share common elements (ie.,
continuous improvement). This allows the organization to demonstrate stronger commitment to
comply with the regulatory requiements (Escanciano & Rodriguez, 2012).
Conclusion
The systematic review conducted using the available studies on the impact of ISO 9001
QMS shows that on the average, 75% of the selected papers report a positive impact on the main
variables selected in this study, namely, financial and market performance, competitiveness,
working environment and internal processes. The coverage and extent of current studies on ISO
9001 QMS reveal that the geographic areas, industries covered and years of publication are varied
based on the publications privileged. Impact on process improvement and productivity has been
reported by 26 papers and 88% of these expressed the certification’s beneficial effect.
Recommendations
Avenues for future research on the study of ISO 9001 QMS involves further focus on the
specific areas which are already reflected in this paper, such as more specific geographic area of
study, specific industry, and papers using other methodologies other than survey.
Since this systematic review established the impact of ISO 9001 QMS on organizational
performance, the categorization framework may be reviewed and revised according to other
quantifiable variables that impact companies. Using the categorization framework in this paper,
researches may focus on specific variables.
Certain demographics, like years of certiﬁcation, size of organization, and the
implementation of more than one QMS is also an opportunity to look into.
Because of the limited study in the Asia-Pacific region, it is suggested that the impact of
quality on goods and services, both in the public and public sector, be assessed, especially in the
light of the ASEAN (Association of Southeast Asian Nations) integration. Its impact on local
products and the supply chain management can also be studied.
The impact of the new standard, ISO 9001:2015 compared with ISO 9001:2008, can also
be determined and documented to aid in the revision of the standard and the possible integration
with other local and international quality standards. Since studies on the synergistic effect of ISO
with other standards have been published, it is suggested that the application of technology (i.e.
software and IT systems) vis-à-vis ISO implementation be studied as well.
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Abstract
This cycle 1 insider action research analyzed the organizational issues and problems of
Healthline, one of the main players in the diagnostics industry in the Philippines. This research
anchored on systems theory that incorporates the external and internal drivers of dynamic changes
to achieve a holistic approach in diagnosing the firm’s issues. This paper used the framework by
Coghlan and Brannick (2014) as method of inquiry. It used Kalamas and Kalamas (2004), to assess
the competency gap of the sales workforce and run competency improvement analysis.
I realized that the complexity of the process in conducting an action research emanates
from managing the duality of the role that I am playing: the observer, who should provide
systematic and relatively objective perspectives, and the creator of the field for discussion and
interpretation of the process and products (Fellow & Liu, 2015). Furthermore, in addressing issues
and concerns in companies such as Healthline, it is quite possible to be misled and become
confused between the real issues and symptoms through personal biases, faulty perceptions, and
assumptions about needed change (Warrick, 2016). Our team learned that the content construction
in action research is characterized by engagements, pondering alternatives, drawing inferences,
and taking diverse perspectives, especially in situations that are complex and novel calling for
situational awareness and understanding (Higgins, 2011). The interventions done resulted in
improvement of organizational performance.
Key Words: insider action research, diagnostics, competency gap, organizational change, role
duality, competency
The Organizational Context
Organizations, “that take and give information from the environment are open systems”
(Rothwell, Stavros, & Sullivan, 2016, p.19). Sustainable competitive advantage, a critical factor
in healthcare industry, is achieved by open system organizations through value creation and
exploitation of external inputs and optimization of their transformation processes. The outputs
created by these organizations are dependent on inherent competencies and maximization of
utilization of their resources (Rothwell et al., 2016).
Companies like Healthline, operating in healthcare service industry, achieve effectiveness
by leveraging on the power of competencies through improvement of talent selection decisions
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and organizational savings (Rothwell et al, 2016, p.118; Sutton and Watson, 2013; Edgar, 2009).
Therefore competencies, which form the capital and the congruence in interaction of the primary
components of the firm (Nadler, 1981, p.4), are critical components in realizing Healthline’s core
values: integrity, excellence, “balikatan” or teamwork, and “malasakit” or care and concern.
Healthline was subjected to organizational diagnosis because of symptoms observed.
Consequently, the lack in product and technical competencies among the sales workforce resulted
in layered problems and aligning them with professional standards help advance individuals’ skill
levels in design, communication, or other technical area essential to work (Lattuca, Bergom, and
Knight, 2014).
In light of these identified issues, the primary objective of this action research was to
improve the sales workforce’s technical, salesmanship, and leadership competencies. It profiled
the current technical and selling competencies of the sales and operations departments, developed
appropriate skills-building programs and evaluated the whole process for improvement.
Competencies are used to establish benchmarks for prospective talent and represent indicators of
applicants’ fit and ability to meaningfully contribute to a given organization (Edgar, 2009).
The Macro environment Context: The Philippine In-Vitro Diagnostics (IVD) Industry in Brief
While the threat of entrants in the diagnostics industry was increasing, its market demand
trajectory has been in the positive slope. “The global IVD market size was $47.30 billion in 2013
and it is expected to reach $62.63 billion in 2017, at a compound annual growth rate of 7.3%”
(Frost & Sullivan, 2013). The market study showed, “despite global economic and industry
challenges, in vitro diagnostics (IVD) markets are growing robustly at double the rate of the global
pharmaceutical industry” (Frost & Sullivan, 2013).
The key drivers of change in the in-vitro diagnostics in the Philippines were: (1) the recent
implementation of the ASEAN economic integration in the region heralding a barrage of sudden
opportunities and threats to both existing and incoming players; (2) the rapid proliferation and use
of advanced technology resulting in the increase in number of alternative products and services
increasing the force of threat of substitutes; (3) the rise in number of highly empowered customers
because of access to information through the internet; (4) the increase in number of potential
suppliers resulting in decline of force from high to moderate bargaining power of suppliers; (5)
the drastic change in lifestyle of Filipinos resulting in high demand in IVD services due to the
increasing health hazards; and (6) the rise in population of the Philippines with increasing number
of its ageing population.
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Methodology: Inquiries for Constructing and Planning for Insider Action Research

Figure 1. Action Research Cycle by Coghlan, D., & Brannick, T. (2014)
The action research cycle by Coghlan and Brannick (2014) is a cyclical inquiry of
constructing, planning, taking, and evaluating action in response to an organizational issue. Our
company, Healthline, is one of the main players in the diagnostics industry in the Philippines. The
process of constructing the issue was done through several huddle meetings, team discussions,
focus group discussions, and one-on-one sessions. In one of the huddle meetings, after the facts
were laid, we agreed that for the first time, after twenty years of operation, it was evident that there
was a disturbing systematic sales revenue decline. The problem turned out to be just an “ice berg”
as bigger issues eventually surfaced. The collaboration team and I met to identify and address the
problem/s at hand. First and second person data were gathered using several frameworks.
The symptoms that we identified after the first person inquiry and the focus group
discussions were decreasing sales revenue in the last six months, successive supplier visits that
raised issues on declining purchases pattern, customer complaints (verbal and written), decreasing
productivity, and internal bickering between team leaders and managers. Using the fishbone
analysis, my collaborative team and I, identified the lack in product knowledge, salesmanship,
technical competencies, communication, and leadership and management skills of the workforce
in the Sales Department as major contributors to the loss in customers and sales.
In light of these alarming symptoms, my collaboration team and I decided that this action
research be geared towards diagnosing and improving the competency of the workforce in the
Sales Department.
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Theoretical Frameworks
Competency Gap Analysis Model

Figure 2. The Stages of Learning and Training and Non-Training Solutions to Performance
Problems by Kalamas and Kalamas, 2004.
The theoretical framework proposed by Kalamas and Kalamas (2004) posits that after
diagnosing the competency of an employee and identifying their stage of learning, the competency
gap analysis must be pursued.

Figure 3. The Competency Gap Analysis by Kalamas and Kalamas (2004).
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My collaboration group and I conducted strategic planning and it was the lack of
skills/knowledge/inherent abilities that were identified. The possible solutions identified were
those that potentially improved selection, put training, coaching, and mentoring programs in place.
Insider Action Research Objectives
The objectives of this insider action research are to identify the core causative issues
contributing to the decline in sales revenue performance of the firm through the science and
discipline of action research, arrest the sales decline and institute corrective actions that will help
redeem the lost sales through appropriate interventions, and use this output in instituting Cycle 2
reforms and changes related to transactional and transformational change in order to prevent this
organizational problem from recurring.
Cycle 1 Stories and Outcomes
The objectives of this cycle 1 interventions are to (1) create urgency and communicate
necessity for reforms by ‘unfreezing’ the current sales workforce’s state and build the ‘change
agents’ team (Lewin, 1946), (2) implement the training cycle by performing the competency gap
analysis for the sales workforce department and designing the training program (Fisher, 2006), (3)
implement the training program and evaluate results with the objective of reinstating an excellent
and highly competent sales workforce team (Kalamas and Kalamas, 2004) (4) recover the PhP 50
M sales deficit incurred in the last six months of the company’s operation and arrest further sales
decline; (5) and manage and handle resistance using Kotter’s steps for handling organizational
change (Kotter, 2007). This ensuing intervention stage will be “explicitly action and solutions
oriented; the heart of the consulting engagement, and the point at which change usually becomes
the overt objective” (Anderson, 2015, p.189).
Cycle 1 interventions vis-à-vis the set objectives
First objective intervention
➢ to create urgency and communicate necessity for reforms by ‘unfreezing’ the current
sales workforce state and building the ‘change agents’ team using Lewin’s change
theory (1946)
Creating Urgency Through Proper Communication
(July 2018 to October 2018)
The first cycle of interventions, which ran from August 2018 to January 2019, were focused
on communicating the urgency for change, diagnosing the competency gap, assessing training
needs, developing training programs, reinforcing the product line competency for the sales
workforce, and aligning structure in the department specifically in Luzon region. This cycle also
included coaching sessions for team leaders and managers to supplement the growing need for
leadership skills and competencies. Lewin’s unfreezing change (1946), The Competency Gap
Analysis Model by Kalamas and Kalamas (2004), Training Competency Model by Fisher et al.
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(2006), and Kotter’s Eight step to organizational change (2007) models were used as guide for
operationalizing the foregoing cycle 1 interventions.
The collaboration team’s diagnosis
A retrospective analysis revealed that our sales department deviated from our best
practices. The duration of in-house and field trainings for Professional Service Representatives
(PSRs) were markedly reduced because the need had often been urgent. It resulted in our
salespeople’s poor product knowledge over time. The problem was systematically aggravated by
poor departmental coordination among sales, service, and logistics. There was a pervasive lack of
ownership of processes and accountability resulting in continuous customer losses.
Communicating the need for change and the change vision
Corollary to this, the change vision was coined for Healthline, “to create an efficient,
effective and professional organization for Healthline in its delivery of excellent service to the
Philippine diagnostics healthcare industry”. This will be the overarching marching order for all
change initiatives within Healthline. A communications plan for vision change was designed and
implemented all over the organization.
The collaboration team and I began to have simultaneous meetings with different units.
The president also joined sales meeting and communicated the consequence and implication of the
current situation to sales erosion. The change vision was mentioned in all meetings.
Second objective intervention (November 2018)
➢ to implement the training cycle by performing the competency gap analysis for the
sales workforce department and designing the training program (Fisher, 2006)
Implementing Training Needs Analysis (TNA) through ‘revalida’
(November 2018)
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Action research is comprised of two-stage processes: (1) the diagnostic stage that involves
a collaborative analysis of the social situation by the researcher and the subjects of the research,
and (2) the therapeutic stage that involves collaborative change (Baskerville & Myers, 2004). The
managers agreed to use ‘revalida’ as a method of objective data collection for product competency
assessment. ‘Revalida’ (a one-on-one oral assessment with PSRs standing in front of a panel of
managers) was conducted to assess the sales workforces’ capacity of integrating their product
knowledge with territorial management. The whole sales force was subjected to an unannounced
product revalida in November 2018.
The overall ratings of PSRs landed only in scores between 2 and 3, indicating that our
PSRs were below 3 in average –Unconscious Incompetent stage (Kalamas & Kalamas, 2004).
This current assessment results are precursors of customer dissatisfaction and competitive
disadvantage. Inferences were drawn with caution noting that, “the practitioner should be able to
cite the facts from which the inferences were made, specify the alternative inferences that were
possible, and explain the reason for choosing one over another” (Levinson, 1994, pp. 43-44).
The result of the revalida for product knowledge competency is shown below:
Table 1. Summary of Product Revalida of Luzon Sales Team Conducted on November
2018
Communicating the results of TNA to the team
The unfavorable results of the revalida was discussed, vis-à-vis the management’s
direction. Together with the collaboration team, a one-month product-training program was
designed by the product and marketing team and was implemented in January 2019. It was also
discussed that to pave the way for change, there will be a structural change in the sales department.
The current sales territorial assignments will be collapsed and new assignments will be designed

Machine 1
Machine 2
Machine 3
Machine 4
Machine 5
Machine 6
Machine 7
Machine 8
Machine 9
Machine 10
Machine 11
Machine 12
Machine 13
Total

PSR PSR PSR PSR
1
2
3
4
2.20 3.20 3.00 2.80
2.40 3.50 3.50 2.00
3.20
2.30
1.50 2.80 2.50 1.50
1.80 2.00 3.00 3.00
2.70 1.00 2.00 3.30
2.00 1.00 2.00 3.60
2.50 1.00 2.00
3.00
1.00
2.60 1.00
1.00
2.90 1.00
2.00
2.34 2.12 2.11 2.50

PSR PSR PSR
PSR5
6
7
8
2.00 2.76 3.60 2.80
1.00 3.26 3.20 2.90
3.00 3.00
1.00
2.00 3.43 3.00 2.60
3.51 3.20 1.50 2.00
3.90 3.00 1.00 1.50
4.30 1.50 1.00
4.01
3.80 2.00
3.15 4.00
1.00
4.15
2.75

3.90
3.52

3.00
2.42

2.90
2.19

PSR9
2.30
2.50
2.10
2.00
2.60
1.00

PSR1
0
2.90
2.40
2.00
2.40
2.00
2.10
2.00

2.30

2.10

2.60
2.24

2.20
2.23
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after the first cycle of product training. It was also discussed that during the one-month training
period, the team leaders and the managers will provide sales support to the company’s clients. The
sales meeting ended up with somber and distraught deportments.

Third objective intervention (November 2018 to January 2019)
➢ to implement the training program and evaluate results with the objective of
reinstating an excellent and highly competent sales workforce team (Kalamas and
Kalamas, 2004)
Bridging Sales Competency Gap through Strategic Empowerment
(December 2018 to January 2019)
During the year-end strategic sales planning, the collaboration team and I took advantage
of the presence of all sales workforces in Manila for a year-end strategic meeting. The whole sales
force unanimously agreed to conduct an intensive product reorientation on January 2019. A
salesmanship-training program was also planned and discussed as a second level reinforcement to
strengthen our PSR’s competencies to be done in March 2019.
Below was the approved schedule of training by the product and marketing department for
January 2019 implementation.
Table 2. Sales Product Training Schedule and Program For
January 2019
I. Program
Time
Topic
7:50-8:00
am
Pre-test
Basic science
Reagents/consumables used with corresponding
packaging & # of tests or Review of previous
8:00-10:00
lesson thru game if basic science was already
am
discussed
10:00-10:15
am
Break
10:15-12:00
nn
Hands on (basic know how)
12:00-1:00
pm
Break
1:00-2:00
pm
Presentation and Demo by Marketing
Competition/Positioning
2:00-3:00
(Product-Competitive Advantages-Weaknessespm
Positioning)
729 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

3:00-3:15
pm
3:15-4:45
pm
4:45-5:00
pm
5:00-5:10
pm

Break
Return demo/presentation by Sales

Post test
Filling-out of Training effectiveness form

II.
Schedule

Jan. 7
Jan. 8
Jan. 9
Jan. 10
Jan. 11

Persons inTopic
charge
Review of PPT presentations, exams, worksheets PS and MM
Preparation: printing of materials, machine & rgt
prep
All
Product
Hematology 1
team (PT)
Hematology 2
PT
Hematology 3
PT
Manual hema stains, stainbox
PT
Heamtology 4
PT

Jan. 14
Jan. 15
Jan. 16
Jan. 17
Jan. 18

Chemistry 1
Chemistry 2
Chemistry 3
Chemistry 4
Chemistry 5

PT
PT
PT
PT
PT

Jan. 21
Jan. 22
Jan. 23
Jan. 24
Jan. 25

Blood Bank 1
Blood bank 2
Blood Bank 3
Immuno 1
Micro 1

PT
PT
PT
PT
PT

Jan. 28
Jan. 29
Jan. 30
Jan. 31
Feb. 1

Micro 2
Micro 3
Micro 4
Parasitology
Bundling strategies

PT
PT
PT
PT
PT

Date
Jan. 3
Jan. 4
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Feb. 4-8

Salesmanship training
Workshop thru cases

NSM
Marketing
team

The Journey from Unconscious Incompetence to Conscious Incompetence by the Sales
Workforce on Product Knowledge (February 4, 2019)
The marketing and product management department launched one-month product training
for the sales team in Luzon to address the lack or very weak product knowledge and sales
orientation of the Professional Sales Representatives (PSR) in Luzon. There were around ten sales
people who were in the training. The training sessions were conducted by the product specialists
and marketing manager according to their areas of expertise.
Pre-and post-assessment tests were conducted on a per product line basis by the trainers to
assess the improvement of each trainee in the knowledge, understanding, and application aspects
of all the product portfolio of the company. The pre- and post-test summary of the one-month
training performance by the ten-sales team in Luzon is as follows:
Table No 3. Summary of Pre-and Post Training Performances of the Luzon Professional Sales
Representatives

PSR 1
Pre Post
52% 88%
20% 58%
31% 79%
31% 79%
13% 51%
47% 100%

PSR 2
PSR3
PSR4
PSR5
PSR6
PSR7
Pre Post Pre Post Pre Post Pre Post Pre Post
Pre
Post
Machine 1
36% 52%
36% 52% 44% 52% 40% 70% 28% 45%
32%
76%
Machine 2
53% 90%
53% 90% 53% 80% 50% 78% 53% 90%
57%
85%
Machine 3
49% 83%
41% 79% 43% 63% 42% 55% 39% 75%
51%
80%
Machine 4
49% 83%
14% 79% 43% 63% 42% 55% 39% 75%
51%
80%
Machine 5
60% 89%
33% 57% 53% 63% 40% 66% 47% 66% ABSENT
54%
Machine 6
50% 63% LATE 33% 39% 70% 67% 77% 72% 83%
44%
57%
Machine 7
53%
33%
53%
47%
40%
20%
Machine 8 71% 73% 76% 67%
71% 33% 57% 63% 71% 47% 67% 70%
57%
57%
Machine 9 80%
60%
80%
50%
40%
70%
90%
Machine 10
96% 44% 89%
32% 84% 18% 72% 48% 64% 30% 71%
39%
80%
Machine 11
77%
70%
65%
58%
63%
77%
ABSENT
Machine 12 60% 78% 25% 82%
42% 80% 58% 85% 0% 78% 50% 73% ABSENT ABSENT
Machine 13 27% 64% 0% 67%
33% 24% 0% 58% 0% 38% 0% 82%
13%
49%
Machine 14 47% 91% 50% 94%
33% 94% 43% 80% 40% 100% 60% 86%
83%
100%
Generally, the pre-and post-tests indicate a systematic improvement on the product
knowledge level specifically in the knowledge, understanding, and application level for all PSRs.
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Furthermore, after one month of rigorous training, the management conducted a revalida
with the president sitting as one of the members of the panel. The PSRs were asked to cast lots to
determine the order of revalida and each one was subjected to a two to three hour session of grilling
and assessment. The goal of the revalida is to be able to provide a more holistic measure for
assessing whether the desired improvement in terms of higher-level thinking was achieved. The
same questionnaire guide was used in the screening that was done last November 2018 when each
PSR was initially assessed.

Table No 4: PSR Revalida results after one month product training
(February 2019)
Products
and
Machines
Machine
1
Machine
2
Machine
3
Machine
4
Machine
5
Machine
6
Machine
7
Machine
8
Machine
9
Machine
10
Machine
11
Machine
12
Machine
13
Machine
14
Total

PSR1

PSR2

PSR3

3.80

3.90

3.80

3.60

3.60

2.76

4.00

3.80

2.61

3.50

3.30

3.00

3.70

3.90

3.60

3.26

3.66

3.80

2.90

3.00

3.58

3.50

2.93

3.90

PSR4 PSR5 PSR6 PSR7 PSR8 PSR9 PSR10

3.80

3.50

3.80

3.90

3.40

3.90

2.79

2.80

3.70

3.50

3.20

3.70

3.90

3.43

3.25

3.10

3.78

2.90

3.90

3.80

3.90

3.30

3.51

3.70

3.14

2.80

1.89

2.30

4.00

3.70

4.00

3.60

3.90

3.80

2.92

2.30

3.00
2.96

3.90

3.80

3.60

4.30

3.40

3.12

3.17

3.40

2.40

4.01
3.20

3.80

4.06

3.60

3.15

3.00

4.15
3.75

3.80
3.43

2.80

2.70

3.00
2.85

3.00
2.84

2.70

4.00
3.80
3.79

3.90
3.70

3.72

3.90
3.64

4.59
3.52

3.60
3.22
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The revalida scores have shown marked improvement. After one-month training, the
February revalida scores showed an improvement in competency with average scores of above
three. Post-revalida, our PSRs acknowledged, too, that they were not aware that the expected level
of product knowledge has to be that rigorous. This indicates that the PSR’s competency level has
moved from Unconscious Incompetence to between Conscious Incompetence (3) and Conscious
Competence (4) in terms of product knowledge.
Fourth objective intervention (December 2018 January 2019)
➢ to recover the PhP 50 M sales deficit incurred in the last six months of the company’s
operation and arrest further sales decline

ANNUAL SALES
800,000,000.00
600,000,000.00
400,000,000.00
200,000,000.00
2013

2014

2015

2016

2017

2018

ANNUAL SALES

Figure 4 . Annual Sales Revenue in the last Six Years
The sales performance figures indicate that the organization was able to successfully avert
the ominous decline of sales that was registered in the first semester of 2018. The initial decline
from January to June 2018 accumulated to PhP 50 M. But with all the interventions done, the loss
was reversed. With the interventions done from July 2018 to December 2018, the company was
able to maintain its annual growth increase.
Fifth objective intervention (September 2018 January 2019)
➢ to manage and handle resistance using Kotter’s steps for handling organizational
change (Kotter, 2007).
Addressing incipient manifestations of resistance: Lewin’s Unfreezing Step
The brunt of resistance was eventually felt during the one-month product training in
January 2019. After one week of rigorous classroom training ordeal, the professional sales
representatives began to show indifference. Customer calls began to pour in, follow ups and
submissions of documents to government accounts built tension, demand for customer support
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needs slowly began to add to the daily pressure of intensive exams and product reorientations.
Individual comfort zones began to be transgressed. The impact of rigorous daily programs of pretest and post-test, influx of voluminous information about products, and competitive peer pressure
within the classroom began to have its toll.
Coaching and reaffirming in the middle of the heat: Lewin’s Change Implementation
I stepped up the pressure further by instructing the trainers to be very strict with time and
compliance of trainees by requiring all of them to actively participate in the hands-on exercises
and workshops, and avoid showing favor to anyone. Expecting that the pressure will eventually
move up to the brim of tolerance, I began doing behavioral coaching interventions. Establishing
“coaching culture encourages openness, inquiry, and reflection through questions, challenge, and
support” (Steed, 2013, p.27).
Lewin’s Refreezing: Handling Resistance Guided by Kotter’s Change Model (2007)
(January to February 2019)
The current implementation of the structural change in the sales workforce of Healthline
was guided by Kotter’s change model. The actions done and their time lines (some are in progress
for the month of March 2019 and onwards) are juxtaposed with Kotter’s eight step principles as
follows:
Table 5. Healthline’s Compliance to Kotter’s Eight Steps to Organizational Change
Kotter’s
Eight Principle
Step
Establishing
a Providing medium for
sense of urgency alignment of market
and
competitive
possibilities
with
performance
Forming
a Assembling a group
powerful
with enough power to
coalition
lead the change effort
and encourage the
group to work together
as a team
Creating a vision Creating a change
vision to help direct
the change effort and
developing strategies
to help achieve that
change
Communicating
Using every vehicle
the vision
possible
to

Actions Done and their timelines
Early July 2018: an emergency meeting was
done to present the declining sales
performance for the first six months of 2018
and increasing incidents of customer and
supplier complaints
13 July 2018: a twelve-man team was formed
to lead the challenging organizational change
journey of Healthline

September
2018:
Creation
and
communication of a Change Vision – To
create an efficient, effective and professional
organization for Healthline in its delivery of
excellent service to the Philippine
diagnostics healthcare industry
September to November 2018: Execute the
Change Vision’s Communications Plan
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communicate the new
vision and strategies
with
the
guiding
coalition
as
role
models
Empowering
Facing-off
with
others to act on change, getting rid of
the vision
obstacles to change,
changing systems or
structures,
encouraging
risk
taking and welcoming
non-traditional actions
Planning for and Planning for visible
creating
short performance
term wins
improvements
and
creating
those
improvements
with
appropriate rewards
and compensations

Consolidating
improvements
and
producing
still more change

Using
increased
credibility to change
systems,
structures,
and policies that don’t
fit the vision; hiring,
promoting,
and
developing employees
who can implement
the vision

Institutionalizing
new approaches

Articulating
the
connections between
new behaviors and
corporate
success;
developing means to
ensure
leadership
development
and
succession

July 2018 and onwards: The collaboration
team was empowered to work with each
department and help them critique, redesign,
recommend, and implement changes.

February 2019: The results of the first month
post-training
revalida
showed
an
improvement in the competency of the sales
people demonstrating effectiveness of the
program. It also proved that the training
needs analysis as well as intervention
provided by the marketing and HR
departments were useful in improving sales
workforce’s
product
knowledge
competencies
Middle February to March 2019: The
expected improvement seen in the sales
workforce’s product knowledge and the
increasing sales generation as seen in the
next cycle indicate that the improvement in
performance could still be heightened with
additional
competency
training
on
salesmanship among the sales workforce.

March 2019 and onwards: The results of
competency improvement will be presented
to the collaboration team and will then be
recommended to the board as part of
continuing proficiency program for the
middle management to be spearheaded by
the HR department.

Source: Kotter (2007) Leading Change: Eight Steps to Transforming your Organization
Overall, the following table enlists the salient interventions implemented in cycle one as follows
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Table 7: Summary of Interventions and Time Table Implemented in Cycle 1
Cycle 1 Interventions
Creating
urgency
among collaboration
team
and
sales
workforce

Diagnosing skills gap
analysis

Assessing
needs

training

Communicating
results of training
needs analysis to
concerned
departments

Developing
and
coordinating training
program
to
all
involved parties: HR,
Sales,
Marketing,
Service, Finance, and
Admin

Key Activities
Implementation
Remarks
Exploratory
sales July 2018 to Huddle meeting and focus
meetings,
October 2018
group discussions were
communication
of
applied at the managerial
symptoms of issues
level
among
the
sales
Business
unit
level
workforce,
and
discussions for sales, town
drumming up of the
hall
meetings
were
need for immediate
employed to reach out to
action
by
the
the general body for the
collaboration team
months of September and
October 2018
Initial revalida on November 2018
Done.
product lines and basic
selling
competency
was conducted
Marketing team was November 2018
Focus group discussions
tapped to conduct a
between marketing and
TNA for all the
sales including one on one
salesworkforce
interview. .
Discussion of initial December 2018
A revalidation discussion
results
with
the
was also done with the team
president, HR, and
leaders and managers to
other related personnel
affirm initial findings
as impetus for the
content development
of
the
proposed
training program
HR: Program and December 2018
Modes of coordination and
objectives of the
communication were etraining,
including
mails, one-on-one meetings
participants for file
with concerned heads of
201 updating and
department, and discussion
performance
with the collaboration team
evaluation
Sales: for schedule
alignment for January
2019
Service: preparation of
machines needed for
training
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Finance and Admin:
Venue, and materials
needed for training;
budget for one month
training
Implementing
one- Weekly pre-test and January 2018
month
product post test activities
training among sales Daily schedules of
workforce
machine training and
assignment of trainers

Team leaders and managers
of the sales workforce took
over territorial management
while the sales were in the
classroom
training
as
agreed upon in the previous
meeting.

This
was
also
complemented
with
intermittent
coaching
activities with the president
Post-product training Revalida after one February 2018
A one-on-one assessment
revalida for the sales month
product
was performed with an
workforce
training
average of about 3 hours
per PSR to cover significant
range of product familiarity
assessment
Structural alignment Deployment of PSRs February 2018
The goal was to help
of the sales workforce into new territories
prevent the PSR from going
after the one month
back into comfort zone
training
default mode by changing
their working environment
and give them a shot at
applying learning from
training
Coaching sessions
Weekly
November 2018 Modalities were one-onto February 2019 one discussions in the
president’s office or outside
in coffee shops, or during
business trips. Another
common
mode
was
discussions using mobile
phones.
CYCLE 1 INTERVENTION ACTION RESEARCH REFLECTIONS
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Content Reflection
Technical
The first cycle narrated chronology of unique experiences and interactions among the
collaborative team, the sales workforce, and other interfacing departments. The challenges mostly
centered in collaborative formulation of interventions and effective implementation to arrest the
continuous decline in sales performance. Providing quality time for the sales workforce as they
embrace change while driving corporate goals was imperative.
Behavioral
While fleshing out the content of this intervention, we went through the painful process of
rigorous critiquing of our processes, patient listening to stories, progressive questioning, and
courageous call for action (Coghlan, 2007). Duplicating and communicating our core values:
integrity, excellence, care and concern, and teamwork to the next in line is a work in progress. We
embarked on ‘what’s going on around us as exploration by initiating talks with sales people while
in the field, clarifying issues, and making them understand that this journey involves “We” and
not “I”.
Process Reflection
Technical
Synergistic involvement of several departments at the preparation stage was crucial.
Effective training process management was achieved by setting clear and measurable goals,
measurable feedback for decisions, and identification of change driven by measured feedback and
the ability to allocate resources for those identified change (Binder, 2010).
Behavioral
Open system organizations need to regularly assess the effectiveness of their internal
processes and structure. Healthline’s predominantly Millennial sales workforce were no longer
effective given the current systems and policies. The new work behavior of Millennials needed to
be harnessed and optimized. The repetitive processes of coaching, consulting, and open
discussions were implemented. As the process becomes cyclical until observable results become
crystal, diligent and tenacious implementation of coaching is paramount to overcoming resistance
from individual, to team, and then at the organizational level.
Premise Reflection
Technical
Best practices, even in big organizations, do not remain for a long time as a source of
competitive advantage. The assumptions that Healthline had had in the past were no longer
responsive to the external sociocultural and technological changes. Our family-oriented culture –
the outcome of Healthline’s social learning from past decisions and behaviors that have become
part of the system’s values and norms has become deep-seated, difficult to change (Cummings &
Feyerherm, 2016). Instead of being a source of competitive advantage, the organization culture
and external challenges misfit has become a barrier to growth.
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Behavioral
It was observed that the Millennials who were invading the Healthline workforce have
different orientations, work values, behaviors, and preferences. These differences in values and
norms are “largely due to the shaping experiences some generations have had with technology at
a young age that have affected how they think and work” (Thompson, 2015, p. 24). The
generational gap has taken its toll on performance and productivity. The more mature the
emotional intelligence of managers, the more prepared they are in responding to stressful
situations. When coaching and mentoring are not provided during stressful situations, our people
go back to their deeply ingrained habits and behavior by default.
Conclusion
One of the accomplishments of this cycle 1 insider research was the development and
implementation of interventions addressing the major sales workforce issues that we have
identified as a team. With Healthline as the point in case, it helped us “develop through first-hand
experience an understanding of the problems of producing change, improving relationships,
identifying factors, which affected the extent of change, and developing working hypotheses for
later, more directed research” (Mann, 1957, p.158).
Writing this internal action research with, for, and by the people in Healthline resulted in
optimum benefit (competency shakeup of its sales workforce through enhanced product and
salesmanship training, and optimization of processes and policies) for the firm and its stakeholders.
When firms learn to resolve organizational issues collaboratively as a matter of culture, they
unconsciously engage in insider action research. They establish an empirical approach in
formulating actions for strategic change, a cogent tool for sustainability.
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Abstract
The value of creativity and the creative process in the organizational context has long been
identified as the most important leadership competency in management, as it is closely linked as a
prerequisite for innovation to happen. Earlier studies on creativity centered on the individual
levels, as scholars tried to discover the aspect of creativity as practiced at work. Researches on
creativity as practiced in organizations are wanting. This research intends to contribute to the body
of knowledge in creativity and provide educational institutions a clear assessment on the extent of
which creativity is observed in the organizations. It shall also provide a basis for the educationrelated government offices to conduct similar nationwide creativity audits to assess the general
strengths and points for improvement of the education workforce. Moreover, this study looks at
creativity in various levels, from individuals to groups, to organizations, and their relationships
with each other. It also includes a creativity audit from the European Union’s i-Create Program
Creativity Audit Questionnaire (2011), which contains 79 questions on the following areas:
demographics, personality issues, individual creativity, organizational creativity, organizational
leadership, and team creativity. This measures the extent to which these different levels of
creativity are practiced in De La Salle University (DLSU), based on the responses of its employees.
From the results, it was found that all the variables registered positive correlations among each
other, and that DLSU has gathered above average creativity scores, which can still be improved
with corresponding organizational training programs that harness creativity in all levels.
Key Words: Creativity; Organizational Creativity; Creativity Assessment; Creativity in Education

Assessing the Organizational Creativity of De La Salle University
“The economic future of an organization depends on its ability to create wealth
by fostering innovation, creativity and entrepreneurship.”
—Linda Naiman
For the past few decades, organizations have been challenged with a dynamic environment,
coupled with technological changes, shorter product life-cycles, and globalization, prompting
them to come up with pioneering ideas to compete and lead in the field (Gumusluǒlu & Ilsev,
2009; Çekmecelioğlu & Günsel, 2013). Nowadays, the creation of innovations has become a
directed activity to ensure the survival of businesses, and creativity is considered a prerequisite
for innovation to take place (Baryniene & Dauknyte, 2015).
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In 2010, the IBM Report identified “creativity” as the most significant leadership
competency in management. However, this is not an entirely new concept among Western
leaders, as they have recognized the value of creativity and the creative process in the
organizational context (Kerle, 2010) since the late 19th centuries. It was also in past decades when
scholars and organizations had shown great interest in deepening their understanding of creativity
from various standpoints, such as anthropology, neuroscience, and management (Gumusluǒlu &
Ilsev, 2009). This resulted in a continuously expanding body of literature on this topic, which
currently serves as references for managers in steering their organizations (Amabile & Khaire,
2008) for business survival, sustainability, and the accomplishment of goals (Han, Jung, & Joo,
2015). Other scholars also probed on creativity at the workplace, assessing creativity from the
level of individuals, groups, and entire organizations. Baryniene & Dauknyte (2015) emphasized
that creative individuals contribute to the expansion and development of organizations, and
constantly trigger competitiveness in the market. Thus, if this culture of creativity is imbibed
within departments, it follows that that this will be observed and experienced by everyone in the
organization.
Heeding the call for creativity by the industry, the academe is obliged to respond by
developing this skill in students. Lingo & Tepper (2010) posed a challenge to school administrators
to reframe the way their institutions are being run, to center on building creativity, and to keep up
with the demands of today’s active learners. In the Philippines, part of the government’s
development plan for 2017-2022 aims to raise the advancement of Filipino creativity, and ensure
that learners can appreciate the importance of inventiveness and creativity (Philippine
Development Plan 2017-2022 - Promoting Philippine Culture and Values, 2017).
Based on previous studies (Heming, 1971; Pruitt, 1989; Lucas, 2016), educational
institutions that believe in upholding creativity in the academe usually assess creativity among
the level of the students, but seldom probe from the perspective of the teachers and staff. Given
the lack of information on how the supposed “front liners” practice creativity, the disconnect
between the perceived vision of creativity and its implementation is imminent. Following the
adage, “you cannot give what you don’t have”, creativity cannot be experienced by the learners
if the teachers, staff, and their leaders do not practice it. In this case, creativity may have just
been written as part of the organization’s vision and mission statements and strategies, but are
not practiced in the day-to-day operations of these companies. Unfortunately, this is the reality
in most organizations worldwide, especially those that are not engaged in the creative and
cultural industries (Baryniene & Dauknyte, 2015).
In recent years, De La Salle University (DLSU) has integrated the development of critical
and creative thinkers among its learners as part of the expected graduate attributes, and has
recalibrated its teaching pedagogies to match this direction (DLSU, 2012). I am currently
connected with the DLSU Culture and Arts Office (DLSU-CAO) and part of DLSU-CAO’s
mandate is to promote creativity in the campus; and supplement the efforts of the academic
departments in realizing the expected graduate attribute of developing critical and creative
thinkers. Thus, this study is primarily aimed to serve DLSU through describing the extent to
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which creativity is perceived and experienced in campus, as it aims to maintain its competitive
edge as one of the leading universities in the country.
In this study, I intended to understand creativity as a behavior observed in individuals, groups
and organizations, particularly in the academic setting, with the use of a creativity audit. This shall
be achieved if the following objectives are met:
1. To determine the general creativity rating of De La Salle University, specifically in the
aspects of individual creativity, group creativity, and organizational creativity;
2. To find out if demographics (age, gender, job classification, level of education, and number
of years in the company) and personality traits are related to the individual creativity of
DLSU employees;
3. To discover how each of the levels of creativity (i.e. individual, group, and organizational)
relate to each other based on the perception of the respondents;
4. To discover if the organizational leadership of DLSU administrators relate to the
institution’s organizational creativity.
Creativity defined
Creativity as a concept was initially recognized as early as 1907 (Surkova, 2015) as being
a “practical tool that helped to change or fit the concepts of reality”; it was also referred to as a
human characteristic that can be taught. Serrat (2017) writes of creativity as “a mental and social
process driven by conscious or unconscious sight of generating ideas, concepts and associations.”
Baryniene and Dauknyte (2015) sees it as a steady encouragement to find solutions to problems in
a way that is productive, and to come up with innovative ideas.
There are various ways of how scholars view creativity, ranging from it being a behavior,
a tool, an ability, a process, or an outcome. In the past 20 to 30 years, what seems to be the most
frequently used lens is creativity as an outcome (Flaatin, 2007). This perspective involves the
assessment of ideas, responses, products, or solutions (the outcome approach) (T. M. Amabile,
1997 and Woodman, Sawyer, & Griffin, 1993) instead of the process of the creative act and idea
generation (process approach). Amabile (1996) asserted that an outcome approach would be a
more practicable evaluation of creativity, while Drazin et al (1999) argued that the process
approach provides contexts for the thorough study of creativity in multiple levels as he also
included the importance of including time as a factor in the analyses, as the latter asserts that the
dynamic process of creativity is borne through time. Considering the opposing viewpoints, it is
seen that for purposes of initial and quick assessment of creativity in organizations, the outcome
approach will be more useful compared to the process approach as the latter demands a tedious
process of observation in the organization over longer periods of time, aside from other methods
of data gathering.
Creativity may have also been defined extensively by numerous scholars around the world,
but up until this day, there’s no widely accepted definition by the experts (Batey, 2012). Batey
(2012) claims that this lack of agreed operational definition of creativity might be the main factor
that hampers researchers from thoroughly assessing the construct from a commonly agreed
perspective. In the light of assessments, the more popular organizational creativity assessments
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such as Amabile’s KEYS (2014) and Ekvall’s Creative Climate Questionnaire (1997) are also
available these days, but access to these instruments is limited and relatively expensive for most
organizations.
Levels of creativity. In recent years, multi-level theories have surfaced as potent models for
scholars to use in framing organizational phenomena, as they assess how these constructs interact
and influence at one level of analysis, and at other levels, they provide ways of defining more
complex and dynamic organizational landscapes (Drazin, Glynn, & Kazanjian, 1999). For
purposes of this study, I followed the multi-level definition of creativity introduced by Woodman
and Schofeldt in the “Interactionist Model of Creative Behavior” (1993), which sees creative
behavior at work as a complex phenomenon. The said model viewed creativity through various
levels of the social organization: individual creativity, group creativity, and organizational
creativity. I chose this particular model as it is the only model that presents the interplay of the
three levels of creativity. It also posits that group creativity is influenced by individual creative
behavior, and organizational creativity is influenced by the creative outputs of the different groups
and contextual influences such as organizational culture, reward systems, resource constraints, and
the external environment. Ul Hassan, Ghafoor, Aslam, Ashraf, & Amin (n.d.) summarized from
this model that the apex of the systems’ creative output is taken from this amalgamation of the
individual, group and organizational characteristics and behaviors happening within the relevant
situational influences, which may hinder or improve creativity in each level of social organization.
In Woodman’s model, individual creativity is seen as the interaction of these factors in a
person: the antecedent conditions, cognitive styles and abilities (knowledge and experience),
personality factors such as interests, attraction to complexity, high energy, and independence of
judgment, autonomy, persistence, and curiosity; intrinsic motivation (job motivation); and lastly,
originality, and practical ideational fluency; the technical skills, domain-relevant skills, cognitive
skills, and personality traits connected to creative performance (creative thinking) (Vassileva et
al., 2011). A previous study by Gatzel and Jackson (1962) and Dorfman et al (2008) in Ul Hassan
et al (n.d.), points out that personality data interrelate with biographical data in predicting
creativity. Amabile (1983) also stressed the connection of the intrinsic motivation of an individual
vis-à-vis creativity. To add, demographic data (such as age) also relates to the individual’s
creativity, which declines as people age (Klijn, M. & Tomic, 2010; Szobiová, 2015). The effects
of job knowledge positively influence employee creativity; whereas job experience does not relate
to creativity, according to Hammond, Neff, Farr, Schwall, & Zhao (2011) and Potočnik et al.
(2016).
The next level of analysis is group creativity, which is a function of the creativity of
individuals within a group, influenced by group composition, group characteristics, group
processes, and contextual influences within the organization (Woodman et al., 1993). Szobiová
(2015) highlighted that groups that are more open in membership compared to those with limited
diversity, have higher levels of creativity, ideas, and solutions produced. In addition, positive
impact on creativity was seen when new members of the group have comparable knowledge,
experience and skills from the old employees; when an encouraging atmosphere is practiced in the
group; and when formal and informal relationships are likewise built outside the work environment
(Szobiová, 2015). Group creativity is perceived to be at its highest when the organization observes
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a collaborative leadership, when its structure is organic, and when its employees come from
diverse backgrounds (ul Hassan et al., n.d.).
The final level of analysis is organizational creativity, which is defined as “the creation of
valuable, useful new product, service, idea, procedure, or process by individuals working together
in a complex social system.” (Woodman, Sawyer & Griffin, 1993, p. 293, in Szobiová, 2015).
Mumford et al. (2012) emphasizes the importance of the quality of solutions in the definition of
organizational creativity. It is also said that organizational creativity lies in the orientation and
leadership of the managers in allowing employees to give suggestions, in supporting the realization
of these new ideas, and in celebrating their creative heroes who give that inspiring vibe in the
company (Coates, 2018).
In other studies, organizational creativity also considers the complexity of the external
environment and not just on its internal coordination (Guo, Gonzales, & Dilley, 2016). This was
further reiterated by Serrat (2017) in Woodman et al’s Interactionist Model of Creativity, which
frames leaders to manage for creativity, and not to manage creativity; as it should always be
considered that the creativity is not just confined to an individual’s mind but in a specific social
context where it will be interpreted. Thus, managing organizations should always involve
organizational knowledge and context, inter- and intra-organizational connections, and the diverse
composition of the individual creativity and group creativity.
Factors influencing creativity. It has been recognized by experts that there are common
hindrances to creativity regardless of any organizational setting. Bureaucratic models, rules, and
policies which encourage conformity and uniformity, discourage independent thinking in schools
and the workplace. Schools commonly adapt conventional systems, while in the workplace, there
is always an innate resistance to change since systems are already in place. Thus, it is also
important that there is a reward system to encourage creativity within organizations (Vassileva et
al., 2011).
The role of the organization’s leaders in upholding organizational creativity was earlier
pointed out in this paper. Khalili, Muenjohn, & McMurray (2015) reported leadership behavior as
one of the most prominent concepts in creative and innovative behaviors. Guo et al (2016) studied
various cases from several countries which show that good leadership positively influences
employees’ creativity. Leaders carry on several major responsibilities for the organization, such as
setting the vision, objectives and directions of the organization, and the way the organization will
be run (Baryniene & Dauknyte, 2015). Ekvall (1997) cited determining factors for creativity that
are greatly dependent on the leaders: the freedom to think and voice out ideas, the support for the
realization of these ideas, and the encouragement for internal discussions.
The points cited by the creativity studies emphasize the need for further inquiry,
particularly in the definition of creativity, the development of creativity measures, the assessment
of creativity in various organizations, and the relationships of these types of creativity from
different levels of analysis. In this research, I also aimed to provide additional literature on the
relationship of leadership with organizational creativity, considering the contradicting results in
previous studies (Jung, Chow, & Wu, 2003; Jaussi & Dionne, 2003).
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In this case, for academic institutions, there is still also no existing study of organizational
creativity in the Philippine setting. There is a need to develop more studies about creativity and
how creative behaviors affect Filipino organizations, probing the effects of the interrelationship of
individual, group and organizational creativity. Most of the studies are done in the context of
Western thinking, which might not also be culturally appropriate in the country. This is the gap
that this research intends to address.
Methodology
I based my study’s theoretical framework on Woodman et al’s (1993) Interactionist Model
of Organizational Creativity, which contains most of the constructs of individual creativity,
organizational creativity, and group creativity (Woodman et al., 1993). I have chosen this model
since it provides a comprehensive perspective in terms of relating the types of creativity in various
levels of analysis. In Woodman et al’s framework, it is proposed that individual creativity
positively leads to creativity in groups, which leads to organizational creativity; in between, there
are other factors such as the social and contextual influences that moderate creative behavior. They
also connected the influence of organizational creativity in individual and group creativity, and
emphasized the need for a more useful theory of organizational creativity which will provide a
model of sufficient complexity and integration of these components.
The operational framework in this study was adapted from i-Create’s version of Woodman
et al.’s (1993) Interactionist Model of Organizational Creativity and i-Create’s Creativity Audit
Questionnaire (Vassileva et al., 2011). The framework is composed of these constructs: individual
creativity, group creativity, organizational creativity, and organizational leadership, which were
each earlier described in this paper. Demographics and Personality were treated as separate
variables to represent the individual’s antecedents which may influence creativity in different
levels (Vassileva et al., 2011).
I added the “organizational leadership” construct in the framework, based on the point that
Coates (2018) asserted, specifically on the role of leaders in the organization in fostering an
environment conducive to creativity. Considering other possible factors such as resources,
management practices, and organizational motivation, I intentionally isolated organizational
leadership to gather the exact contribution of the quality of leadership to organizational creativity,
for the organization to directly be able to address it. If this factor will be blended with all the other
ones based on the definition of organizational creativity in this study, the leadership theme might
be watered down in the discussions. From this framework, I attempted to simplify and concentrate
on how these constructs interact with each other. This simplification is in response to the
suggestion of experts like Tepper (2004) and Vasseliva et al. (2011) who encouraged researchers
to come up with user-friendly creativity measures and methods that can easily be replicated. The
model below (see Figure 1) illustrates the posited relations of the constructs under investigation in
the present study.
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Figure 1. Conceptual Framework of the Study based from Woodman’s Interactionist Model
of Creative Behavior (Woodman et al., 1993) and Vasseliva et al.’s (2011) Creativity Audit
Questionnaire.
Significance of the Study
As the concept and importance of harnessing creativity in the workplace – more so in
academic institutions in the Philippines – is still relatively new in the country, this study will
benefit the following:
For De La Salle University. Given that the objectives of this assessment are geared towards
measuring the extent of which creativity is observed in the institution, the findings from this study
can aid DLSU in the creation of programs that will develop the creativity of its administrators,
staff, and teachers, to enable them in forming students to be critical and creative thinkers, as
intended in the Lasallian Graduate Attributes.
For other Philippine educational institutions. The measures and tools that will be used in
this study will also be shared to other educational institutions, so they can replicate the study in
their own campuses – serving as basis for the development of the creative aspects of their
personnel.
For the Philippine government. This study can eventually be a step towards a nationwide
creativity audit to be carried out among schools, to aid the Department of Education, Commission
for Higher Education, and the Technical Education and Skills Development Authority in the
modifications that can be made in the curriculum and teaching methodologies in schools and
universities.
For future researchers on creativity in the country. This study would be a good basis for the
development of creativity measures in Philippine work environments in general, and in academic
workplaces. Likewise, this study will be a good opportunity to empirically test the relationships
between individual creativity, team creativity and organizational creativity from previous studies.
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The findings can also help researchers recommend improvements in the development of
institutional strategies, future instruments, and creativity theories.
Research Design
The study utilized a cross-sectional descriptive design to determine the perception of the
respondents on individual creativity, group creativity, organizational creativity, and organizational
leadership; and the relationships among these variables.
In this study, I disseminated a self-administered online survey via Google Forms among fulltime teaching faculty and non-teaching staff in De La Salle University. Considering the total
population of 1,183 for full time teaching and academic service faculty (ASF), 151 administrative
and professional service personnel (APSP), and 525 co-academic personnel (CAP), the initial
target respondents based on the computed sample size of 290 for the teaching faculty and ASF;
and 245 for the APSP and CAP, based on 95% level of confidence and confidence interval of 5. I
used quota sampling since it is advisable to use such when time is limited, and when detailed
accuracy is not essential.
I used a combination of the European Union’s i-Create Program (Creativity Development &
Innovation Training for Small and Medium-sized Enterprises) Creativity Audit Questionnaire
(2011), which contains 79 questions on the following areas: demographics, personality issues,
individual creativity, organizational creativity, organizational leadership, and team creativity. The
tool was taken from Woodman et al’s (1993) Interactionist Model of Organizational Creativity, as
the tool contains most of the constructs in his work, such as individual creativity, organizational
creativity, and team creativity (Woodman et al., 1993). The Creativity Audit survey has an analytic
role, serving as a pre-requisite activity before an organization creates policies on creativity. The
said instrument recognizes that each organization is different; thus, it provides some flexibility in
customizing the questionnaire to address the distinct characteristics of the organization. The
authors of the instrument also provided instructions on how the results will be interpreted
(Vassileva et al, 2011). The questionnaire used a 5-point Likert scale to make it easy for
participants to complete. The sum of the values of each selected option shall be the score for the
respondent.
Statistical Treatment of Data
Descriptive statistics for the survey items were summarized in the text and reported in
tables in the succeeding pages. The summary of data was established in the descriptive study
through measures such as frequency, mean, and correlation coefficients; while the relationships
between the variables within the sample population were determined through inferential statistics
via correlations.
The creativity audit was scored accordingly based on the sum of each section. The scale
below was used for the interpretation of one respondent for each section of the questionnaire, and
recalculated based on the number of respondents. The scores were multiplied by the number of
takers, then the mean for each section was computed to get the average individual score per section.
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Normality tests were initially conducted to ensure the accuracy of the correlation tests
conducted. Since most of the variables are not normally distributed, Spearman rank correlation
was applied Spearman rank correlation is a non-parametric test that is used to measure the degree
of association between two variables. The Spearman rank correlation test does not carry any
assumptions about the distribution of the data and is the appropriate correlation analysis when the
variables are measured on a scale that is at least ordinal (“Correlation,” 2018).
All the results of the analysis were summarized and reported in the form of tables. The pvalues indicated the statistical significance. SPSS 22.0 statistical analysis software was used to
process and analyze the data.
Results and Discussion
The highest points per area were noted to confirm where the institution has excelled, and
the results show that the respondents scored the highest in terms of interest in their work (individual
creativity) at 93%; how they value creativity at work (creative personality traits) at 91%. Under
the organizational creativity, those items that scored high are the employees’ understanding of the
organization’s vision, mission and objectives (86%), their perceived freedom in expressing their
ideas (81%) and the knowledge sharing through meetings (80%). Getting external experts to share
insights and new knowledge scored high under group creativity (85%); while ironically, the item
on the administrations’ recognition of contributions and accomplishment of its employees
(organizational leadership) was rated 79%. Taking into consideration that the general items on
organizational leadership collectively garnered the highest rating, the individual scores under this
area were relatively low if they are assessed via percentages of total scores. However, the number
of items (10) under organizational leadership is lower compared to the other categories, thus the
higher turnout of the mean.
It should also be noted that this audit is more concerned in finding out the weak points in
the organization based on the perception of the employees on these variables. Thus, the more
important part than the scores presented are the statements which registered lower scores per area
by the majority of the respondents, as these are the points where management should focus on
finding solutions (Vassileva, 2011), such as risk-taking (personality traits) (77.97%), strictly
following rules (individual creativity), work-related conflicts (group creativity), avoidance of
bureaucracy, provision of resources for solution implementation, energy spent on thinking about
problems (organizational creativity), and unmatched expectation with organization’s leaders
(organizational leadership).
The first hypothesis was tested through Spearman correlation tests among all the
demographic variables (i.e. age, nature of work, gender, tenure in DLSU, total years of work
experience, educational background) and individual creativity, and it showed that there was no
significant correlation among the said variables.
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The same correlation tests were conducted to respond to the hypothesized relationships
(H2-H6) among the continuous variables. The bivariate relationships indicated that the variables
were significantly and positively related: personality and individual creativity (H2), r(146)=.59,
p < .001; individual creativity and group creativity (H3), r(146)=.48, p < .001; group creativity and
organizational creativity (H4), r(146)=.79, p < .001, individual creativity and organizational
creativity (H5), r(146)=.42, p < .001; organizational creativity and organizational leadership (H6),
r(146)=.58, p <.001. Group creativity and organizational creativity registered as the constructs
with strongest correlations.
Conclusion and Recommendations
This study primarily analyzed the relationships of creativity in these levels: individual
creativity, group creativity, and organizational creativity, as well as the relationships of
demographic and personality traits with individual creativity, and the association of organizational
leadership with organizational creativity. It also included an assessment of the creativity scores
based on the sum of the responses on the said variables.
From the results of the creativity audit, it can be said that DLSU was rated relatively high
in all the given aspects. On the other hand, there is still room for improvement, especially on those
variables which were rated “above average”: individual creativity, group creativity, organizational
creativity, and creative personality. These results are somehow expected due to the varying
capabilities of the respondents. However, there might also be a possibility that the weaknesses of
the instrument in terms of acquiesce bias and social desirability bias have manifested in the
responses. Thus, in future runs of this research, it is recommended that revisions on the
questionnaires should be applied and tested for reliability. In the revision of the questionnaire, it
is also recommended that open-ended questions be included to allow for qualitative analysis and
create a better narrative to confirm the quantitative results.
Taking the results as they are, the items which scored the highest points generally confirm
that DLSU employees value creativity at work, which also translates as to how they express their
interest at work. The importance of the employees’ full understanding of the organization’s vision,
mission and objectives, combined with the constant communication through knowledge sharing
and meetings; and the perceived autonomy to apply their insights and ideas prove to be a sound
formula to enhance organizational creativity. These factors should be examined further by the
administration to ensure that these areas be recognized as best practices that should be continued
by the institution.
The comparative data on the mean scores of teaching and non-teaching staff in the same
areas of creativity reveal that the respondents, regardless of the nature of work have almost the
same views on creativity and how they perceive to exercise creativity in their lives. Thus, for the
preparation of future creativity enhancement programs, there is no need to develop major modules
that would emphasize the dichotomy of the employees based on the nature of their work.
Likewise, as previously mentioned, it is important to respond to the weakest points per area
as enumerated in the study to be able to target specific challenges in the organization. In the area
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of organizational leadership, the challenge of managing employee expectations vis-à-vis the
administration needs to be clarified. Generally, the low score in risk-taking (personality traits),
conformity, avoidance of unnecessary bureaucracy, and constantly thinking about organizational
problems (organizational creativity) are indicators of hindrances to creativity. Various training
techniques are currently being implemented by organizations to develop creativity from different
levels.
In developing the creative personality, some of the training techniques suggested
by Vassileva et al., (2011) are: 1) the imagery of the solutions to the problems at hand, just like a
story with plots, sub-plots and characters; 2) wishing like child with extravagant ideas and hopes,
just like coming back to the time when one thinks everything is possible. In the light of boosting
individual creativity, some training tips given by Vassileva et al are: 1) exercising one’s brain; 2)
being passionate; 3) prioritizing quiet time; and 4) taking note of ones’ dreams.
Allotting time for creativity nowadays can be very difficult. However, for the sake of
increased employee engagement, motivation, and productivity, efforts must be done to inspire
group creativity, such as scheduling regular team brainstorming sessions, fostering an encouraging
and collaborative work environment, supporting risk-taking from among team members, setting
aside a “creative thinking space” to stimulate idea generation, setting up a humor corner to relieve
stress, conducting surprise celebrations for employees, initiating engagement with administrators,
promoting diversity in perspectives, knowledge and background among employees, and
supporting employees in the ideation process (Vassileva et al., 2011).
In developing organizational creativity in companies, Vassileva et al (2011) emphasizes
the role of human capital as the most prized asset of any organization. Thus, some pointers
enumerated in their handbook to enhance organizational creativity are: the elimination of barriers
to creativity, encouraging teamwork and harnessing positive social climate in the organization,
giving freedom to employees to discover new knowledge, providing intrinsic motivation, teaching
employees to look at ideas and problems from different perspectives, practicing Socratic inquiry,
taking them out of the office so they can channel creativity, changing hiring policies to favor
diversity, and lastly, assigning everyone in the office to work on special projects which involves
teamwork.
The other objective of establishing the relationships between variables was achieved. The
study verified that creative personality traits are positively associated with individual creativity, as
asserted by Ul Hassan et al (n.d.). However, it can be said that all the demographic variables are
not related at all to individual creativity. The finding goes against previous studies of Klijn, M. &
Tomic (2010) and Szobiova (2015) which relates demographic data, particularly age, to individual
creativity, which supposedly declines as people grow old. This particular finding should be probed
further to check if this is a mere factor of the respondents being in a dynamic environment such as
the academe, or an emerging trend that must be carefully observed. Meanwhile, positive
correlations across the various levels of creativity, from individual, to group, to organizational
creativity were established, as well as the relationship between organizational creativity and
organizational leadership. These results confirm the findings from previous studies which are
similar to this, but slightly different since they have attempted to prove causal relationships among
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the variables (Han et al., 2015). The direct relationship of organizational leadership and
organizational creativity suggested by Coates (2018) and Guo et al (2016), was also verified in
this paper, therefore strengthening the role of the organizations’ leaders in upholding the practice
and observance of creativity in the entire institution from its vision, mission, objectives and
operations.
Moreover, it should be emphasized that there are some limitations to the generalizability,
due to the intended size of the actual samples which were not achieved. As it is, the existing
creativity audit may already provide a good initial assessment of creativity in various levels for
DLSU as an organization, but in future runs of studies similar to this, it is advised that the questions
be thoroughly reviewed to avoid ambiguity and ensure that these questions will be directly
indicative of creativity in different levels, and not just questions that enumerate factors and
perceptions on the different levels of creativity as practiced. In this way, more studies which will
confirm the causal relationships among variables will be more intensive. Aside from these,
exploratory studies on the definitions and measures of creativity in the Philippine context are also
suggested, to ensure that the output will be culturally appropriate for the country.
This research may have contributed to the body of knowledge in creativity in multiple
levels. First, for De La Salle University, as this study provided a clear assessment on the extent of
which creativity is observed in the organization. Second, other educational institutions in the
country who would want to conduct a similar study for their personnel will now benefit from a
tested and revised instrument that can be considered applicable in the education sector. Third, for
the Philippine government, particularly from among the education-related government offices that
can mobilize schools and universities and use this study as basis to conduct a similar nationwide
creativity audit to assess the general strengths and points for improvement of the education
workforce. Lastly, this study may serve as basis for future researchers in the country, in the
development of creativity measures in the academic setting.
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Spotlight on Beneficiary Participation in Philippine Nonprofits
Maria Adiel H. Aguiling
De La Salle University

Introduction
Background of the Study
Nonprofit organizations (NPOs) play a special role in civil society (Gidron, 2010; Gill,
2010). Mostly launched by private citizens or civil groups, NPOs contribute to the attainment of
the Sustainable Development Goals (SDGs). Nonetheless, its protagonists encounter varied
management challenges. Some face insecurity of funding resources (Lu, 2015; Parks, 2008). NGO
directors wrestle to maintain existing grants and find more donors (Parks, 2008; Philips, 2006).
NPO leaders struggle with the need to engage more in strategic human resource planning (AngelèHalgand, Helmig, Jegers, & Lapsley, 2010; Caucus of Development NGO Network, 2009; Clark,
2007), as well as improve staffing and training (Angele-Halgand et al., 2010; CODE-NGO, 2009).
Other NPOs are demanded by public agencies to perform with greater effectivity and efficiency
(Cairns, Harris &Young, 2005) and deliver better services despite meager resources (AngelèHangland et al., 2010; Hodges & Howieson, 2017). Furthermore, NPOs undergo the pressure of
tightened accountability (Burger, 2012; Chapman et al., 2010). Despite a lean staff, entities need
to beat deadlines in submitting monitoring requirements and documentation. Conventionally, the
board and management study the strategic and operational direction of the organization.
Employees and volunteers work together to implement the projects. Are there other members of
the organization who can actively participate in addressing the NPO’s concerns?
A unique feature of many NPOs is the presence of beneficiaries i.e. persons who receive a
benefit or advantage as a result of the NPO’s operations (Cambridge, 2019). Normally,
beneficiaries pay minimal or nothing for the goods or services provided by the NPO (Wellens &
Jegers, 2011). NPOs exist for them. Beneficiaries are traditionally perceived at the receiving end.
However, as members of an organization, could they also give? Could beneficiaries be more active
than passive? Could beneficiaries help address the challenges faced by NPOs? Some scholars have
considered beneficiaries as stakeholders whose voices have to be heard (Dowin Kennedy, 2015;
Freeman, 2005; Freeman as cited in Wellens & Jegers, 2016; LeRoux, 2009). This is
operationalized through surveys, feedback mechanism or advisory board, to name a few.
Information from beneficiaries are valued as inputs that transform goods and services to improve
performance (Wellens & Jegers, 2011). In this regard some NPOs have adopted beneficiary
participation as a practice. Considering the positive experience on participatory mechanisms,
beneficiaries may be the untapped and critical actors who can contribute in addressing NPO
challenges on funding, human resource management, delivery of services and compliance of
monitoring requirements.
Research has been undertaken for the purpose of studying the effects of beneficiary
participation on organizational effectiveness, and beneficiary participation as a process of
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accountability. However, there is a dearth of studies on what leads a nonprofit organization to
engage in beneficiary participation. Furthermore, there is a dearth of studies on beneficiary
participatory mechanisms in the Philippines. This research aims to fill in these gaps.
This paper aims to answer the following research questions:
1. What are the mechanisms utilized by Philippine NPOs to engage their
beneficiaries?
2. What is the level of beneficiary participation in Philippine NPOs?
3. What factors lead NPOs to embark on beneficiary participation?
Significance of the Study
This study aims to provide researchers an idea on the determinants of NPO engagement in
beneficiary participation. A survey questionnaire will be pilot tested for this purpose. The study
also aims to assist Philippine NPOs to reflect on their beneficiary participatory mechanisms and
consider its practice for the benefit of the organization and the beneficiaries.
Review of Related Literature
Beneficiary Participation
Beneficiary participation refers to the beneficiaries’ involvement in or influence on
planning, organization and decisions carried out by the organization (Mercelis, Wellens & Jegers,
2016; LeRoux, 2009; Cornwall, 2008). Beneficiary participation has been studied as a mechanism
of governance (Conroy, 2005; Ospina, Diaz & O’Sullivan, 2002; Wellens & Jegers, 2011) wherein
beneficiaries are invoked to have a shared power in policymaking, since management decisions
affect their lives (Wellens & Jegers, 2014a). Research has been made on beneficiary participation
as a mechanism of downward accountability (Ebrahim, 2003; Kilby, 2006; Mercelis et al., 2016;
O’Dwyer & Unerman, 2010; Wellens & Jegers, 2014b), as the organization’s way to account to
the beneficiaries for its actions related to a particular purpose such as performance or mission
(Ebrahim, 2010).
Dimensions and levels of beneficiary participation
Taking off from Kilby’s (2006) model on downward accountability for nonprofit
government organizations, Mercelis et al. (2016) explained that participation of beneficiaries may
be examined in terms of dimensions of depth and formality. Depth refers to the scope of topics
discussed with the beneficiaries, frequency, degree of actual involvement and characteristics of
the feedback given to them (Kilby, 2006). Formality refers to the right to access the organization
in an official manner (Kilby, 2006) and level of ownership (Joshi & Moore, as cited by Kilby,
2006).
Levels of participation developed over time. Arnstein (as cited by Cornwall, 2008; Bess,
Prilleltensky, Perkins, & Collins, 2009) created an eight-rung ladder which can be categorized as
non-power (manipulation, therapy), tokenism (placation, informing, consultation) and citizen
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power (partnership, delegated power and citizen control). Bhatt (1997), Pretty (as cited by
Cornwall, 2008) and Ebrahim (2003) modified and developed other sets of levels. Chu and Luke
(2018) zeroed in on three levels of participation namely consulting, partnership and delegated
control. Consulting involves understanding the community and the factors that affect them, which
may achieve through surveys or meetings (Chu & Luke, 2018). Partnerships with the poor or the
beneficiaries involves working with them to arrive at areas for study and development; and
forming workgroups (Chu & Luke, 2018). Delegated control involves giving them the space for
decision-making and giving them opportunities to learn by experience (Chu & Luke, 2018).
Participatory mechanisms
There are formal and informal participatory mechanisms (LeRoux, 2009; Chu & Luke,
2018; Wellens & Jegers, 2014b). Formal beneficiary-related mechanisms that correspond to
information and consultation include formal complaint procedure, satisfaction surveys, and
meetings. Formal beneficiary-related mechanisms that correspond to partnerships are workgroups
or beneficiary council. Mechanisms that involve delegated control include participation in board
meetings, advisory committee, and having an ombudsman. Participation in general assembly may
be a weak or strong type of participation depending on the rights afforded to the beneficiaries.
(LeRoux, 2009; Wellens & Jegers, 2016).
Arguments for and against engagement in beneficiary participation
The arguments for and against beneficiary participation, based on the the experiences of
NPO board, management and employees, are summarized below.
Arguments for beneficiary participation. Engagement in beneficiary participation is
favorable because
• it allows the NPO to comply with regulations and receive the corresponding reward
(Wellens & Jegers, 2011 and 2014b);
• the NPO meets the donors’ requirement to obtain funding (Murtaza, 2012)
• NPOs become aligned with the best practice in the industry (Claeyè & Jackson, 2012;
Wellens & Jegers, 2011)
•
It provides benefits to NPO board and management (Murtaza, 2012; Wellens &
Jegers, 2014b) and
• it affords additional benefits to the beneficiaries (Elstad & Eide, 2017; Labonne &
Chase, 2011; Mercelis et al., 2016; Wellens & Jegers, 2014b).
Arguments against beneficiary participation. Engagement in beneficiary participation
is opposed because of
• its weak contribution to organizational effectiveness (Finsterbusch & Van Wicklin,
1987; Voss & Voss, 2000; Wellens & Jegers, 2014b);
• its negative effects on governance (Wellens & Jegers, 2014a);
• the limited time of staff (Hwang & Powell, 2009; Murtaza, 2012; Wellens & Jegers,
2014b)
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•
•

its negative effects on beneficiaries (Mercelis et al., 2016; Wellens & Jegers,
2014b); and
barriers to the success of mechanisms (Wellens & Jegers, 2014b).
Framework and Methodology

Conceptual Framework
Factors that lead NPO engagement in beneficiary participation are inferred from literature.
Figure 1 presents the proposed model.

Regulatory Requirements
(Murtaza, 2012; Wellens &
Jegers, 2011)
Funding Requirements
(Guo, 2007; LeRoux, 2009;
Murtaza, 2012; Wellens & Jegers,
2011 and 2014b)

NPO engagement
in beneficiary

Industry practice
(Claeyé & Jackson, 2012; Wellens
& Jegers, 2011)

participation

Organizational structure
(Finsterbusch & Van Wicklin,
1987; Wellens & Jegers, 2014b)
Desire for information from
beneficiaries
(Burger, 2012; Wellens & Jegers,
2011 & 2014b)
Trust in the capacity of
beneficiaries
(Bess et al., 2009; Burger, 2012;
Mercelis et al., 2016; Wellens &
Jegers, 2014a)
Figure 1. Determinants of NPO engagement in beneficiary participation
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Propositions
This section presents six propositions based on literature. The paragraph under each
proposition provides the support for it.
Proposition 1: Regulatory requirements influence NPO’s engagement in beneficiary
participation.
Countries with strong democratic values, espouse beneficiary participation (Hwang &
Powell, 2009). Belgium mandates beneficiary participation as a condition for accreditation as a
welfare institution (Wellens & Jegers, 2011). Aside from civil laws, there may be other regulations
from public accrediting agencies that require beneficiary participation for transparency and
accountability (Murtaza, 2012).
Proposition 2: Funding agencies’ requirements on participatory mechanisms influence the
NPO’s engagement in beneficiary participation.
Funding sources may promote or hinder beneficiary engagement (Guo, 2007; LeRoux,
2009, Murtaza, 2012). In some cases, government funding was positively associated with
beneficiary participation (LeRoux 2009) while other studies showed how it averted attention to
the community (Guo, 2007; LeRoux, 2009; Wellens & Jegers, 2011). Simultaneously, dependence
on wealthy private donors stirred a mission drift, change in NGO priorities, or failure to dialogue
with the community (Chu & Luke, 2018; Gidron, 2010; LeRoux, 2009).
Proposition 3: Industry-practice on participating mechanisms influence the NPO’s
engagement in beneficiary participation.
Environmental changes have brought about institutional pressures and expectations
(Hwang & Powell, 2009; Murtaza, 2012). What works well for one organization is explored by
similar institutions. Studies showed how organizations tried to mimic best practices on beneficiary
participation within the industry (Claeyé & Jackson, 2012; Wellens & Jegers, 2011).
Proposition 4: Bureaucratic organizational structures influence NPO’s decision to engage
in beneficiary participation.
Organizational complexity (Finsterbusch & Van Wicklin, 1987), which comes in the form
of bureaucratic requirements or hierarchical decision-making (Wellens & Jegers, 2014b), hinders
beneficiary participation. Open and flat organizational structures promote beneficiary
participation.
Proposition 5: NPO’s desire for information from beneficiary needs influences NPO’s
engagement in beneficiary participation
The NPO’s board and management benefit from receiving first-hand information,
perception and insights from beneficiaries. Feedback leads them to respond more effectively to
beneficiaries’ needs and deliver better services (Burger, 2012; Elstad & Eide, 2017, Mandel &
Qazilbash, 2005; Wellens & Jegers, 2011 & 2014b).
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Proposition 6: Trust in beneficiaries’ capacity positively influences NPO’s engagement in
beneficiary participation.
Boards, management and employees experienced difficulties in finding qualified
beneficiaries with adequate intellectual and social qualities to influence policies (Wellens &
Jegers, 2014a). Trust in the beneficiaries’ capacity for participatory role is essential for the NPO
to decide to embark on the process (Bess et al., 2009; Burger, 2012; Elstad & Eide, 2017; Mercelis
et al, 2016).
Methodology
I employed mixed methods using both qualitative and quantitative approaches. I conducted
a structured interview using an interviewer-administered questionnaire.
Population. The population refers to NPOs in the Philippines which have beneficiaries not
younger than 7 years old, and NPOs which directly relate with their beneficiaries.
Sampling. I used purposive sampling due to the absence of a sampling frame of NPOs that
have direct dealings with beneficiaries. I started with convenience sampling followed by snowball
sampling. I selected a sample size of ten since for student questionnaires “the minimum number
for a pilot is 10” (Fink as cited by Saunders, Lewis & Thornhill, 2016, p. 473).
Research Instrument. In the absence of a questionnaire which answers the research
questions, I used related literature to identify the independent and dependent variables and to
develop the survey questionnaire. I submitted the questionnaire to an expert, to review the
representativeness and suitability of the questions to help achieve content validity (Saunders et al.,
2016). I used the term NGO instead of NPO in the survey since Filipinos are more familiar with
the acronym NGO referring to nonprofit non-government organizations.
Data collection. I conducted the questionnaire face to face to ensure that the respondents
interpret the questions in the same way (Robson, as cited by Saunders et al., 2016), and to solicit
their explanation behind their response (Saunders et al., 2016). The survey took forty to seventy
minutes per respondent. After completing the survey of 10 NPOs, I summarized the data and
encoded the responses using Microsoft Office Excel 2010. I transcribed the recording and notes of
the 10 interviews.
Data Analysis. I used R commander to obtain descriptive statistics. I summarized and
presented in tables the measures of central tendencies, frequencies, and percentages of the dataset.
I analyzed the quantitative data in relation to the identified variables. Moreover, I analyzed the
qualitative data by looking for a common theme among the explanations and anecdotes provided
by the respondents. I assessed if a response supports a proposition or offers insights on the research
questions. Table 1 describes the variables.

760 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Table 1
Variables: description and scale
Description of the variable
Regulatory requirements. The requirement of civil laws or public agencies for NPOs to
enforce beneficiary participation mechanisms in order to grant a license or certification.
This variable excludes the requirement of government agencies as a donor.
Funding requirements. The requirement of foreign or local, and public or private donors
to engage in participatory mechanisms in order to approve the grant or donation.

Scale used
Yes, No, or
Don’t know

Industry-practice. The practice of organizations within the industry to exercise
participatory mechanisms.

5-point Likert
scale

Organizational structure. This refers to the bureaucracy of the organization through the
length of decision-making process, formal and rigid rules regarding beneficiaries.

5-point Likert
scale

Desire for information from beneficiaries. The NPO’s eagerness to know the situation,
suggestions, and feedback of beneficiaries with the purpose of responding to it.

5-point Likert
scale

Trust in capacity of beneficiaries. The management’s trust in beneficiaries who have
intellectual and social capacity to engage in participatory mechanisms.

5-point Likert
scale

NPO’s engagement in beneficiary participation. The decision of the NPO to engage in
beneficiary participation through the
frequency in utilizing the specific mechanisms; and

5-point Likert
scale
5-point Likert
scale
5-point Likert
scale

the proportion of beneficiaries with capacity to engage in each mechanism

5-point Likert
scale

Results and Discussion
Two presidents, five directors, one industry linkage and alumnae officer, one project
coordinator and one social worker, who all form part of their respective management team,
responded to the questionnaire. Tables 2 shows the profile of the NPOs. Only ACAY and
FAMCOHSEF, NPO Numbers 1 and 2, agreed to reveal their identity. Pseudonyms are used to
refer to NPO numbers 3 to 10 and the corresponding respondents.
Table 2
Nonprofit organizations that participated in the study
Number

NPO

Beneficiaries

Number of beneficiaries

1

ACAY Mission
Philippines
(ACAY)

Children in conflict with the law
(CICL)
Neglected. Sexually/emotionally
abused
Orphans
Out-of-school youth
Parents of underprivileged students
Prostituted/trafficking
Residents of poor communities

School of life: 12

2

Family
Cooperation

Aged

Second chance youth home: 20
Courts: 30
Families:10-25
Tacloban: Barangay Sta. Cruz

World Day of the poor: >1,500
families
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Health Services
Foundation
(FAMCOHSEF)

3

DC & Livelihood
center (DC/LC)

4

Mga Kabataan
(MK)

5

Scholarship for the
Youth (SY)

6
7
8
9
10

School A
School B
School C
School D
Young Achievers
(YA)

Children 5 years and below
Parents of underprivileged students
Residents of poor communities
Underprivileged students
Women
Aged
Residents of poor communities
Women
Underprivileged students
Residents of poor communities
Residents of poor communities

Underprivileged students
Underprivileged students
Underprivileged students
Underprivileged students
Underprivileged students

Graduates of programs last 3 years: 120
Continuing education program: 550

250 families

50 students, Grades 7-9

654 (Kinder, Elementary & High
School)

127 students, Senior High School
200 students, Senior High School
54 students, Vocational-Technology
28 students, Vocational-Technology
40 girls & boys, Grades 8-10

Regulatory Requirements
Ninety percent of the respondents did not affirm the existence of any national or local law
that mandates beneficiaries to participate in decision-making. Eighty percent did not affirm that
accrediting bodies require participatory mechanisms. YA director (G. Lopez, personal
communication, March 31, 2019) recalled that what PCNC (Philippine Council for NGO
Certification) requires is that the beneficiaries know the NPO’s vision and mission.
Funding requirements
Fifty three percent of aggregate funding come from private local donors. In general, donors
do not require participatory mechanisms. Italian patrons of SY only expect letters and pictures
from their scholars. School A Coordinator (S. Almas, personal communication, April 3, 2019)
added that “the donors trust us. They know everything is for the students.”
Industry practice
Majority of the NPO respondents are uncertain of participatory mechanisms in similar
entities. However, FAMCOHSEF president affirmed that other NPOs have participatory
mechanisms. She answered 4 (Agree) in all the numbers. DC/LC coordinator is the lone
respondent who strongly agreed to statements 1 and 3 based on her interaction with other social
welfare community organizations.
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Organizational Structure
At the average, the respondents disagree that bureaucratic practices exist in the NPOs.
There is little variance in the response to the statement if they consult the board for minor decisions.
Desire for information from beneficiaries
Majority of the respondents strongly disagree that they ask beneficiaries to evaluate the
methods used in carrying out programs. However, majority agree that management solicits
suggestions from beneficiaries on how to improve services. School D director commented that she
asks for verbal suggestions (K. Jose, personal communication, April 4, 2019). Majority strongly
agree that they translate beneficiary insights to measurable goals.
Table 3 presents the summary of responses in relation to funding requirements, industry
practice, bureaucracy in organization, and desire for information from beneficiaries.
Table 3
Funding requirements. Industry practice. Organizational structure. Desire for information.
Mean
Donor requirements on beneficiary
participation
1. Our donors expect us to consult our
beneficiaries about the design of the programs
intended for them.
2. Our donors expect us to engage beneficiaries
in organizing activities.

SD

Median

Mode

1.7

0.48

2

2

2

1.15

2

2

3. Our donors require participatory mechanisms
for beneficiaries as a criterion for providing
grants.
Industry practice of beneficiary participation
4. Other NGOs, of similar nature, ask their
beneficiaries to accomplish feedback survey.
5. Other NGOs, of similar nature, seek
suggestions from their beneficiaries through
regular meetings with them.
6. Other NGOs, of similar nature, give tasks to
beneficiaries during projects such that they coadminister projects together with employees.

1.7

0.48

2

2

3.2

1.03

3

3

3

0.94

3

3

3.1

1.1

3

3

7. Other NGOs, of similar nature, train their
beneficiaries how to give constructive feedback
on services they receive.

3.3

1.25

3

3

1.9

0.86

2

2

Bureaucracy in organizational structure
8. It takes time for management to respond to
beneficiaries' complaints.
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9. We need to consult the board for minor
decisions regarding beneficiaries.

1.5

0.53

1.5

1, 2

Desire for information from beneficiaries
10. We ask for beneficiaries' evaluation on the
methods used in carrying out programs for
beneficiaries.

2.4

1.65

1.5

1

4.2

0.92

4

4

4.2

1.14

5

5

11. Management solicits suggestions from our
beneficiaries to improve the delivery of
services.
12. We use the insights of beneficiaries to
translate our mission to measurable goals.

Note: N=10. Legend of scale: 5-Strongly Agree, 4-Agree, 3-Uncertain, 2-Disagree,
1-Strongly disagree.

Trust in the capacity of beneficiaries
Majority of the NPO officers believe that more than half of their beneficiaries have skills
to respond to surveys. DC/LC coordinator (M. Yu, personal communication, April 6, 2019)
communicated that “more than half can answer a survey for as long as the questions are apt for
their age. 10-year old children are smart. They can share ideas on how they can help their families
and community.” In contrast, School A officer is uncertain of the students’ objectivity since they
can be emotional (S. Almas, personal communication, April 3, 2019). MK director voiced out
“Our beneficiaries are young, 11-16 years old… All they can do is to attend and practice what we
give them; they are not capable of evaluating…” (A. Daez, personal communication, April 5,
2019).
With a mean of 3.1, the respondents think that about half of the beneficiaries can contribute
insights on how to improve their services or programs. At the average, the respondents think that
about half of their beneficiaries feel confident to speak out in meetings with employees. Mrs. Yu
(personal communication, April 6, 2019) expressed that beneficiaries speak their mind for as long
as the employees use comprehensible language and explanations.
Sister Sophie R. (personal communication, April 1, 2019) shared “We want them to be
independent…Self-sustainability is our goal. So we want our center to be a training ground (for
them) to learn everything. One way for them to earn money is to work with us. They are trained to
work with the finance officer and with our staff.” Sister Sophie marked that nearly all beneficiaries
can contribute insights on how to improve programs. Table 4 summarizes the perception of the
respondents on the capacity of the beneficiaries.
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Table 4
Capacity of beneficiaries
Mean

SD

Median

Mode

1. What is the proportion of our beneficiaries who have
skills to respond to survey?

3.9

1.97

4

4

2. What is the proportion of our beneficiaries who can
contribute insights on how to improve our services
or programs?

3.1

1.2

3.5

4

3. What is the proportion of our beneficiaries who feel
confident to speak up in meetings with employees?

3.1

1.2

3

3, 4

Note: N=10. Legend: 5-Nearly all, 4-More than half, 3-About half, 2-Less than half, 1-Almost none

Beneficiary Participatory mechanisms
FAMCOHSEF is the solitary NPO that utilizes all the mechanisms. ACAY utilizes five of
the six mechanisms. SY does not utilize any of the formal participatory mechanisms while MK
utilizes only workgroups.
Table 5 shows the measures of central tendency on the frequency that each mechanism is
utilized. Table 6 shows the proportion of the beneficiaries who participate in the mechanism.
Table 5
Frequency utilization of participatory mechanisms
Participatory Mechanisms
Mean* SD
Median Mode
Feedback surveys
2.3
1.34
2
1
Formal complaint mechanisms
2.3
1.7
1
1
Meetings
2.8
1.62
2
1, 4
Workgroups
3
1.63
3.5
1, 4
Beneficiaries Representative Council
3.2
1.92
2
4
Advisory Committee
1.5
1.35
1
1
Note: N=10. Legend of scale: 5-Always, 4-Sometimes, 2-Rarely, 1-Never. *To describe the frequency, the
following cut-off points in the mean are used: 4.5-5.0 Always, 3.5-4.4 Very often, 2.5-3.4 Sometimes, 1.62.4 Rarely, 1.0-1.5 Never.

Feedback surveys. YA Director (G. Lopez, personal communication, March 31, 2019)
said that they utilize verbal surveys as needed but not in a formal manner. Sister Sophie R.
(personal communication, April 1, 2019) conveyed that “the girls have a debriefing every
weekend. Programs and staff are evaluated every week to assess how the program is going on and
identify areas of difficulties.”
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Table 6
Proportion of beneficiaries that utilize the mechanism
Participatory Mechanisms
Mean*
SD
Median Mode
Feedback surveys
3
1.56
3.5
1, 5
Formal complaint mechanisms
2
1.5
1
1
Meetings
2.5
1.43
2.5
1, 4
Workgroups
3
1.56
3.5
2, 4
Beneficiaries’ Representative Council
1.8
1.23
1.5
1
Advisory Committee
1
0.47
1
1
Note: N=10. Legend of scale: 5-Nearly all, 4-More than half, 3-About half, 2-Less than half, 1-Almost
none. *To describe the proportion, the following cut-off points in the mean are used: 4.5-5.0 Nearly all,
3.5-4.4 More than half, 2.5-3.4 About half, 1.6-2.4 Less than half, 1.0-1.5 Almost none.

Formal Complaint Mechanisms. School B director (A. Sinto, personal communication,
April 2, 2019) informed that the students often utilize an incident report. They report on the
behavior of other students which helps them form the character of a schoolmate. Conversely,
FAMCOHSEF (R. Gonzalez, personal communication, April 5, 2019) clarified that beneficiaries
decline to write down their complaints. They prefer to verbalize their concerns to the social worker.
In general, the NPOs do not utilize formal complaints mechanism.
Meetings. At the average, meetings are held sometimes. With a mean of 2.5, about half of
the beneficiaries attend meetings. School C director (R. Nazal, personal communication, April 3,
2019) stated that they have consultative meetings with beneficiaries once a week. School A officer
(S. Almas, personal communication, April 3, 2019) said that she visits and talks to the students in
the training venue. She conducts an informal and one-on-one meeting with each student since the
students are inhibited when they are gathered in a meeting. On the other hand, FAMCOHSEF
started having focus-group discussions to find out why few attend the continuing education course
(R. Gonzalez, personal communication, April 5, 2019).
Workgroups. Mrs. A. Daez (personal communication, April 5, 2019) informed that the
girls are trained in catechism in the first year, then they work with their mentors to prepare the
catechism classes they will teach to younger students when they reach second year. Mrs. Yu
(personal communication, April 6, 2019) elaborated that beneficiaries are given assignments when
they have a medical mission. Schools C and D directors work with students to plan fundraising
events. Thirty percent of the respondents signified that they utilize workgroups very often while
other thirty percent indicated that they never utilized it. At the average, about half of the
beneficiaries participate in workgroups.
Beneficiaries’ representative council. Schools B and C, as well as FAMCOHSEF and
DC/LC answered 5 (always) in the use of beneficiary representative councils. Conversely, ACAY
has supervisors but not a representative council. “The girls are divided into committees such as
marketing, budgeting, and finance. There are supervisors, usually the older ones, per committee.
They meet with other committee members and work with volunteers. They are developed on how
to manage a team” (Sister Sophie R., personal communication, April 1, 2019).
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Based on a mode of 4, majority of the respondents very often utilize a beneficiary
representative council. However, given a mean of 1.8, on the average, less than half of the
beneficiaries participate in this mechanism.
Advisory Committee. Among the NPOs, only FAMCOHSEF has a committee of 3
beneficiaries who work with employees and give feedback to management (R. Gonzalez, personal
communication, April 5, 2019). With a median and mode of 1 (never), the NPOs do not typically
utilize an advisory committee composed of representatives from different sectors, including
beneficiaries, who offer advice to the management.
Discussion
The results of the study provide the response to the research questions.
1. What are the mechanisms utilized by Philippine NPOs to engage their beneficiaries?
Philippine NPOs utilize informal beneficiary participatory mechanisms such as solicitation
of verbal feedback and oral complaints; one-on-one meetings with beneficiaries; supervisory
assignments given to selected beneficiaries; and ad hoc advisory committee when the need arises.
Some NPOs use formal participatory mechanisms such as written feedback surveys, formal
complaint mechanisms, consultative meetings about program design or implementation,
workgroups where beneficiaries partner with volunteers or employees to co-design or coadminister programs, beneficiaries’ representative council such as a student council, and an
advisory committee where beneficiaries sit to give advice to management on certain issues.
However, at the average, workgroups, beneficiaries’ representative council and
consultative meetings are sometimes used by Philippine NPOs. Feedback surveys and formal
complaint mechanisms are rarely used. In general, advisory committees are never utilized.
2. What is the level of beneficiary participation in Philippine NPOs?
Workgroups and consultative meetings in Philippine NPOs are participated by about half
of the beneficiaries, while beneficiaries’ representative council are participated by less than half.
In accordance with the levels of participation described by Chu and Luke (2018) it may be
said that Philippine NPOs carry out beneficiary participation in the level of consulting through
meetings; and in the level of partnership through workgroups and beneficiaries’ representative’s
council. Nonetheless, these mechanisms are not very often but rather sometimes utilized. This
implies irregularity and unsteadiness in the use of these three mechanisms. Concurrently, the
NPOs do not engage beneficiaries in the level of delegated control. In general, they do not
encourage independence of beneficiaries as the projects unfold. Instead, the management or
employees support them and make the decisions. In addition, feedback survey and formal
complaints are rarely utilized, and advisory committees are never utilized.
Beneficiaries contribute feedbacks related to their own concerns, observations on peers,
improvement of attendance to programs, and program design. They participate by organizing and
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executing fundraising or social projects. There was no mention of beneficiaries’ contribution to
looking for donors, preparation of regulatory requirements, and strategic human resource planning.
As regards depth of participation (Kilby, 2006), the scope of topics discussed are varied while
frequency is irregular and actual involvement is only less than half beneficiaries.
In terms of formality (Kilby, 2006), not all NPOs give their beneficiaries access to
contribute to governance. Beneficiary participatory mechanisms are not strongly casted in the
NPOs. The practice of beneficiary participation is rather low in Philippine NPOs.
3. What factors lead NPOs to embark on beneficiary participation?
There were 6 propositions presented on factors that influence the NPO’s engagement in
beneficiary participation. These are written in boldface print followed by a brief discussion of the
results of this research.
Proposition 1: Regulatory requirements influence NPO’s engagement in beneficiary
participation.
Based on the responses, there is no known civil law that requires beneficiary participation.
Moreover, 80% do not sense the demand on beneficiary participation by accrediting bodies. The
lack of regulatory requirements is parallel to a low engagement in beneficiary participation.
However, there is no clear manifestation that regulatory requirements influence the NPO’s
engagement in beneficiary participation. ACAY engages beneficiaries because of their
pedagogical approach and not because of a regulation. FAMCOHSEF engages beneficiaries to
deliver better programs that will attract more participants. DC/LC engages in it so that beneficiaries
contribute to the community and develop personally.
Proposition 2: Funding agencies’ requirements on participatory mechanisms influence the
NPO’s engagement in beneficiary participation
The donors of Philippine NPOs do not look for beneficiary participation. This runs parallel to
the low engagement in beneficiary participation. However, there is no indication that funding
requirements influence the NPO to engage in beneficiary participation. Some NPOs engage in
beneficiary participation even if it is not a funding requirement.
Proposition 3: Industry-practice on participating mechanisms influence the NPOs’
engagement in beneficiary participation.
Majority of the NPOs is unaware of industry practice in relation to participating mechanisms.
Hence, there is no signal that industry-practice influences NPO’s engagement in beneficiary
participation.
Proposition 4: Bureaucratic organizational structures influence NPO’s decision to engage in
beneficiary participation.
Based on literature, bureaucratic organizational structure negatively affects beneficiary
participation. The NPOs studied in this research do not manifest a bureaucratic organizational
structure, yet beneficiary participation is low.
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Proposition 5: NPO’s desire for information from beneficiary influences NPO’s engagement
in beneficiary participation.
Literature presented that the desire for information from beneficiary positively affects the
NPO’s engagement in beneficiary participation. The NPOs studied in this research show that in
two items, they manifest desire for information from beneficiaries. However, the desire is not
translated to a high engagement in beneficiary participation.
Proposition 6: Trust in beneficiaries’ capacity influences NPO’s engagement in beneficiary
participation.
Literature suggested that as trust in beneficiaries’ capacity increases, NPO’s engagement
in participatory mechanisms increases. This research indicated that only half of the beneficiaries
are perceived to have the capacity to contribute in two items, while more than half have the
capacity to carry out the item on filling out surveys. This trust is not manifested in the NPO’s
engagement in beneficiary participation.
Stakeholder theory highlights the desire to seek the voice of the beneficiaries. This could
be manifested in desire for information from beneficiaries, and trust in beneficiaries’ capacity.
However, there is no indication that these two constructs affect the NPO’s engagement in
beneficiary participation. It is possible that the desire for information from beneficiaries and trust
in beneficiaries’ capacity are expressed through the engagement in informal beneficiary
participation. If this is the case, there shall be a need to review the statements in the questionnaire
to capture the NPO’s desire for information on beneficiary needs and trust in beneficiaries’
capacity that lead to formal beneficiary participatory mechanisms.
Conclusion
Beneficiary participation and beneficiary participatory mechanisms are unfamiliar terms
among Philippine NPOs. Moreover, the length of the term projects complexity. Some NPOs
comprehend the concept after an explanation, while others struggle with the notion despite an
elaboration. Notwithstanding, there are some NPOs that practice beneficiary participatory
mechanisms with or without prior familiarity with the concept.
There is variance in the engagement of participatory mechanisms among NPOs. Based on
the study, the purpose of the organization does not appear as a determinant of engagement in
beneficiary participation. The four schools, that were established for educational purpose steep in
values formation, practice different participatory mechanisms and at different levels.
Furthermore, the type of beneficiaries does not appear as a determinant of engagement in
beneficiary participation. Both FAMCOHSEF and SY cater to poor residents of the community.
However, the former very often utilizes six formal participatory mechanisms while the latter never
utilized any of the six.
The size of the organization likewise does not appear as a determinant of engagement in
beneficiary participation. SY has 2 employees and never utilized a mechanism. While
FAMCOHSEF has also 2 employees and DC/LC has 1 employee, and both NPOs employ various
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participatory mechanisms. Moreover, ACAY has 72-100 beneficiaries while School A has 127
beneficiaries and School D has 24 beneficiaries, and yet the two schools engage in fewer
participatory mechanisms.
Moreover, the age of beneficiaries does not appear as a determinant of engagement in
beneficiary participation. DC/LC recognizes the capacity of 10-year old children to contribute
insights to community needs. On the other hand, MK respondent considers 11-16-year-old students
incapable of contributing valuable inputs.
There are NPOs that are focused on delivering the programs while there is a couple of
NPOs that are keen on engaging beneficiaries as they develop and deliver the programs. There are
NPOs that perceive beneficiaries as mere recipients while there are others that see beneficiaries as
partners in carrying out services and reaching their organizational goal.
In general, the practice of beneficiary participatory mechanisms is not strongly casted in
Philippine NPOs. The three common mechanisms, which are meetings, workgroups and
beneficiaries’ representative council, are utilized only sometimes.
Recommendations
This primary aim of this study is to give researchers an idea of the determinants of NPO’s
engagement in beneficiary participation and pilot test a survey questionnaire on the topic. The
exercise served its purpose. I recommend the following before conducting further research.
1. Restudy the questionnaire’s statements on organizational structure, desire for
information and trust in capacity of beneficiaries to reflect the intent in carrying out
formal beneficiary participatory mechanisms.
2. Consult a group of experts for content validity of the questionnaire items.
3. Conduct the test in states where a civil law and an accrediting body mandate
beneficiary participatory mechanism.
4. Select the sample size that will allow the utilization of multivariate techniques and
analysis of the over-all fit of the model.
5. In cities and countries where beneficiary participatory mechanisms are not common,
explain not only what it is but also what it is not.
The secondary aim of this research is to assist Philippine NPOs to reflect on their
beneficiary participatory mechanisms and consider its practice for the benefit of the organization
and the beneficiaries. Though this intent was not explicitly articulated during the interview, the
respondents’ pauses, reactions and responses signify that they reflected on the application of
beneficiary participation mechanisms in their organization. With the consent of the respondents, I
shared best practices which include participating in an NPO network to know industry practice,
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preparing the grounds for adolescents to work with employees, and systematizing the distribution
of responsibilities among beneficiaries so that “they own the project and develop more openness
and trust in management” (K. Jose, personal communication, April 4, 2019). Casting beneficiary
participation in Philippine NPOs may bolster beneficiaries as partners in sustainable development.
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Abstract
K1 Hotel is family-owned business and the first venture into the hotel industry of the Mother
Company. This action research addressed the issue of inaccurate financial reports due to lack of
clarity in accounting roles and lack of accounting skills in using the Hermes accounting program.
As a non-family member working as Internal Auditor in K1 Hotel, I used the Three-Circle Family
Business Model to guide me in working closely with my research collaborators, composed of
family and non-family members of K1. In Cycle 1 of this action research, we tried to produce
accurate financial reports through customization of K1 Hotel’s accounting process by improving
the Chart of Accounts and training the Income Auditor on the basics of accounting and on using
the Hermes accounting software. We used the FASB Conceptual Framework to ensure that all our
improvements in the accounting process abide with the generally accepted accounting principles.
Through this action research, the roles of the Accountant and Income Auditor were defined. Also,
based on the Kirkpatrick’s Model of Training Evaluation, the performance of the Income Auditor
improved, although she was still not able to deliver everything well. In Cycle 1, we achieved the
completeness of accounting records, but accuracy of the financial statements was still an issue.
There was a Cycle 2 but for purposes of this paper, I would only be discussing Cycle 1.
Key Words: customization of accounting process, family business, accounting skills

Purpose and Rationale
Family businesses account for 80 to 90% of all businesses in the Philippines (Lee-Chua,
2017). It is therefore important to share the insights and results gained in this action research at
K1 hotel, which is a startup venture owned by a Chinese family that has other businesses. In this
action research, I and my collaborators encountered not just management issues but behavioral
and structural challenges.
In a family run company, business becomes the extension of family so some of the issues
are not easily presented with black-and- white solutions. It is very important that the family first
learn to accept that business, ownership and family issues should be addressed separately (Cruz,
n.d.). The family has been used to mixing funds of their other businesses. With K1 Hotel, our goal
is to make it more professional and to separate the hotel from the other family businesses.
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Based on my experience in the field of accounting particularly internal audit, I have learned
that many small to medium-scale companies neglect the importance of proper accounting. Sherwin
Yason (2014), a partner of SGV & Co., states that “the way most SMEs are structured, many do
not prioritize their finance and accounting infrastructure, often due to cost considerations. They
may also have insufficient financial personnel who are knowledgeable about the latest accounting
standards and fast-changing tax regulations” (p. S1/4).
Regardless of the nature of business, financial reports are important as these would serve
as accurate performance reporting of the operations of a business entity. A reliable accounting
structure will address the availability of financial information that is acceptable and useful for
potential lenders or capitalists as they evaluate the SME’s true financial health and condition. If
these reports are not produced, the operations would not have value literally and figuratively
speaking.
Although K1 Hotel is managed and owned by the same group (family), it has its own
operations separate and distinct from Mother Company. The business entity concept should apply
in terms of segregation of its accounting processes. Business entity is defined by Meigs and
Meigs (1982) as “an economic unit which enters into business transactions that must be recorded,
summarized, and reported. The entity is regarded as separate from its owner or owners” (p. 15).
Based on this accounting principle, K1 Hotel should be considered an independent business entity
as it operates a different line and separate business from its Mother Company.
There are several accounting softwares available in the market such as Hermes, Netsuite,
Quickbooks and MYOB which already provide an accounting structure that is generally applicable
to and can be used by any business. However, the customization of the whole accounting process
is still necessary to make it more suitable for K1 hotel operations. The company chose Hermes to
use as their accounting software upon the recommendation of their operations consultant.
To
address
the
main
issue
of
inaccurate
financial
reports
in
K1 Hotel, this action research aimed to primarily customize the accounting process by
accomplishing the following interventions:
1. To adapt the Hermes accounting software to the accounting operations of K1 Hotel by
improving the chart of accounts.
2. To clarify the roles of the two accounting staff in K1 operations.
3. To train the Income Auditor on how to properly use the Hermes accounting program.
The collaborative efforts on the action research gave structure on the accounting process
of K1 Hotel.

775 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Context
Background of the Company
For confidentiality reasons, the real name of the hotel and its company, which is the setting
of this action research, is not disclosed in this paper, and is merely called K1 Hotel. It is located in
the central business district of Makati. The hotel started its operations in November 2015. They
have 41 rooms (11 standard, 21 deluxe and 9 executive rooms) and one function room which also
serves as dining area for guests. K1 Hotel is categorized as a boutique hotel.
The mission and vision of K1 Hotel are shown below:
Mission: To deliver excellent service using modern facilities infusing love, care, warmth,
empathy and creativity that touches the heart of every guest.
Vision: K1 Hotel will be the number one classic boutique hotel of choice for all types of
travelers in the centre of Makati tourist district.
Collaborators in this Action Research
The Three-Circle Model of the Family Business System (Davis, 2018) served as my
guideline in understanding and dealing with the management peculiarities within K1 Hotel. As
shown in Figure 2, the organizational model illustrates the roles of family and non-family members
in the business system. Although my concentration is on the accounting system, the behaviors of
key personnel somehow can be explained by applying this organizational model to K1 Hotel.
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Figure 1. Three-Circle Model of the Family Business System (Davis, 2018)
Source: Davis, J. (2018). Three-Circle Model of the Family Business System.
Retrieved from https://johndavis.com/three-circle-model-family-business-system/
The top circle indicates the ownership of the business. There are different kinds of owners
in a family business, and for K1 Hotel, the owners are solely composed of family owners. As such,
there are no non-family owners in K1 business. The right-hand circle is occupied by the employees
of the company. Employees of K1 Hotel consist of family owner-employees and non-family
members. The family members sit on the left-hand circle. Some of the family members in K1 Hotel
are owners and some are owner-employees.
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My collaborators in my action research following the Three Circle Model of a Family
business can be identified in Table 1, as follows:
Table 1
Collaborators for This Action Research
Collaborators in Action Research
Executive Vice President (EVP)
Accountant
Income Auditor
Operations Manager
Action Researcher/Internal Auditor

Category in K1 Family Business
Family-Employee
Non-Family Employee
Non-Family Employee
Non-Family Employee
Non-Family Employee

Understanding of the Issue: Inaccurate and Unreliable Financial Reports of K1 Hotel
To explain in more detail the issue of inaccurate financial reports in K1 Hotel, I describe
below the situation in the Accounting Department of K1 Hotel:
•

•

•

Role Ambiguity of the Accountant
Initially when I asked if the Accountant is the General Accountant for all
businesses, EVP and MTF had contradicting replies. For MTF, the Accountant is
only the accountant for the retail business. EVP however said that the Accountant
is the General Accountant of all the businesses. As I did my second person inquiry,
it turned out that the Accountant was also confused. Therefore, the clarification of
roles of the Accountant and the Accounting Clerk (Income Auditor) was needed for
the improvement of the hotel’s accounting system and financial reports.
Incompetence of the Accounting Clerk as Income Auditor
Based on my second person inquiry, I learned that the Income Auditor has no
accounting background. Because of this, she was at a loss on how to record
transactions. She does not understand the basic debit and credit correlations in
preparing journal entries. She was just guessing the entries. I was asked to help her
with the structure of management reports. Despite helping her, oftentimes she
still cannot follow.
Lack of Proper Accounting System in Place
I discovered in March 2016 that there was no proper accounting system in place in
K1 Hotel. Both the Accountant and the Income Auditor were at a loss on what and
how to record regular transactions. Due to the role ambiguity of the Accountant,
she did not take any initiative in setting up K1 Hotel’s accounting system.
Furthermore, she was used to recording manually the transactions for the other
family businesses, thus she did not know how to use the Hermes accounting
program.
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•

Lack of Familiarity with Hermes Accounting System by the Accountant and
the Income Auditor
The old family businesses, which have been in operations for more than twenty
years, record their accounting transactions manually by using the Excel program.
They do not use any accounting software. When I started in the company in 2016,
the Hermes accounting software was already bought and installed in the hotel’s
computers. The software is only for the sole use of K1 Hotel. Hotel operations are
more complex compared to any retail business, thus recording needs to be
computerized. Accounting softwares are more complex to use but it has more
benefits.

K1 Hotel is using Xenia software for its hotel operations. Xenia is an operations software;
it is not an accounting software. The transactions as recorded in Xenia are mapped or automatically
recorded in the Hermes accounting system. Hermes accounting software is for the exclusive use
of the hotel and is not being used by the other businesses of the family.
Conceptual Framework
To better confront the issue of inaccurate financial reports and undertake relevant
interventions, I and my collaborators were guided by the FASB framework, as illustrated in Figure
3 below:

Figure 3. FASB Conceptual Framework, 2010 revision.
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According to the Financial Accounting Standards Board (FASB), the primary objective
of financial reporting is to provide information needed for decisions. For a startup like K1 Hotel,
information from the actual operations of the business during its first year of operations is very
important. The financial reports would also help in the cash management of the company.
Additional investments and loans are decisions that would be properly guided by the financial
reports. Reports on trends on sales and expenses would be relevant in enhancing some controls.
As a guideline on proper accounting, there are accounting principles that need to be
followed for a business entity. Based on the FASB Framework, the following are some of the most
relevant financial accounting principles that are important for improving K1 Hotel’s financial
accounting accuracy:
▪

▪

▪

Accounting entity assumption. As I earlier mentioned in the Purpose and Rationale of this
action research paper, Mother Company, K1 Hotel and its owners are separate entities
and should therefore be separately treated in terms of accounting. Although some
transactions concern the two companies and the owners, there should be complete and
separate recording for each affected entity.
Matching principle. At the start of the action research, costs and expenses are not recorded
at all but the revenues coming from the guests’ room charges are automatically recorded
and mapped from the Xenia software to the Hermes accounting system. The matching
principle is clearly violated by K1 Hotel. This needs to be corrected.
Materiality principle. Materiality is a relative term. A company has its own policies as to
when something is considered material in terms of recording in the books. Generally,
transactions that affect all the elements as shown in the conceptual framework should be
recorded. K1 Hotel is not exempted from this rule. The owners and other stakeholders
should be guided accordingly on the importance and materiality of recording all these
transactions.

The above principles are a good starting point for K1 Hotel. When everything has been
recorded and accounted for, financial reports would easily be generated by Hermes for K1 Hotel.
Based on my past experiences, business owners are turned off by internal auditors who
impose what is supposed to be right when it comes to their accounting systems. The owners claim
that they know better because it is their business. There needs to be a balance with what is
absolutely right and what would suit a business. This action research aims to find this balance for
K1 Hotel. I and my collaborators had a goal to set up an accounting process that would both be
favorable to the users and the top management, namely EVP and MTF.
Methodology and Methods of Inquiry
Action Research as Research Methodology
Action research at its core is a research approach which focuses on simultaneous action
and research in collaborative manner (Coghlan & Brannick, 2014). There is action while doing
research within an organization. It is essential that the researcher is part of the organization.
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Collaboration is also important in that the researcher should be able to work with people directly
involved in the action research being done. Following the core of the action research approach as
a research methodology, I helped in solving an issue within K1 Hotel while I was exploring their
company, particularly their Accounting Department. Being the Internal Auditor gave me full
access within the area and the key persons involved in the issue. My collaborators and I were able
to undertake interventions for improving the current situation in K1 Hotel’s accounting process.
Data Generation
To generate data, I applied the three voices or three types of inquiry for the integrative
approach in action research, namely: first, second and third person. (Reason and Bradbury, as cited
in Coghlan & Brannick, 2014).
Three Types of Inquiry. Schein (as cited in Coghlan & Brannick, 2014) categorized
three types of inquiry, namely, pure, diagnostic and confrontive. I used these types of inquiry as
we were planning for the first cycle of this action research. This was necessary to have a deeper
understanding of the issue. The inquiries revealed both the action and inaction of the Accountant
and the Income Auditor about the issue. These revelations became instrumental in how to approach
the interventions.
Four Parts of Speech. Useful to the action inquiry role are four parts of speech as
suggested by Fishet et al. and Torbert and Associates (as cited in Coghlan & Brannick, 2014)
which are framing, advocating, illustrating and inquiring. The inquiry helped us frame the issue
on inaccurate financial statements. These inquiries were needed to define of the roles of my
collaborators, namely the Accountant and the Income Auditor, as part of the issues that needed to
be resolved. As we were able to properly frame the issues, we advocated possible actions to be
taken. Each collaborator had his or her own contribution and input to this action research. I showed
the Income Auditor how to initially navigate the Hermes program as a form of concrete illustration
on how transactions were recorded and its effects on the ledgers. I was also able to probe on the
capabilities of the Income Auditor as we both explored adapting the accounting system to Hermes.
Role Duality
Each of us has a role to play in any company. These roles are supposed to be defined
properly. My scope of work was identified when I began my work in K1. However, my scope has
changed as the management found other matters to be more important to audit so they gave me a
new set of tasks.
In order to stay on track with both of my roles as internal auditor and action researcher, I
have communicated through meetings and email correspondence my thoughts on my roles. I have
met with EVP and discussed with him that the new set up was just temporary until the accounting
system is already running properly. I am simultaneously doing internal audit by complying on the
new set of tasks assigned to me and fulfilling my role as action researcher by setting up the
accounting system. It was very important that EVP and I have defined and discussed the purpose
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of each of the activities that I am doing in the company. I needed structure for each role, thus we
always had constant communication through email and meetings so everything was transparent.
Ethics in our profession dictates that when you are doing accounting work, someone else
should be doing internal audit to maintain check and balance in the accounting system. Although
it may seem that I am doing the role of the accountant who I will eventually audit, I was not the
one who did the actual procedures in accounting. The income auditor with the supervision of the
accountant was the one who mostly implemented the procedures and controls that were constructed
through our collaboration. It is only the setting up of the accounting system that I took
responsibility of. This also proves that there is no conflict of interest in my role as action researcher
and internal auditor of K1. I still was not the accountant but just helped in customizing their process
as we all discovered the uniqueness of their operations. I did not do the day to day recording and
periodic preparation of reports. Ethical awareness has become my guide in avoiding conflicts of
interest.
Organizational Politics
The Mother Company has an accountant and I expressly asked the owners about her role.
Unfortunately, the mother and the son who manages K1 had different answers. EVP said that the
accountant is the general accountant for all companies being handled by Mother Company. The
mother, however, said that the accountant is only handling the retail business. With this
information, I needed to have a clear definition of roles. In order not to cause any
miscommunication among the family members, I did not pursue the issue on the accountant’s role
expressly. When EVP and I were collaborating on the construction of the issue for my action
research, he gave me full authority in communicating with the persons involved in the process. I
asked him who are directly involved in the accounting process of K1, and he said that I should
coordinate with the accountant and the income auditor. My strategy of being seemingly passive
about the issue gave me a response that has become useful. I then had a meeting with the
accountant and the income auditor to clarify the issue on their roles. They were also confused with
what their roles were. Proper identification of roles needed to be transparent. Based on my second
person inquiry, I have concluded that per accountant’s designation, she is not the general
accountant of all the businesses. But by function, she is the supervisor of the whole accounting
department. Since accounting is centralized, she supervises the whole accounting process of all the
businesses including K1. To smoothly proceed with my action research in customization of K1’s
accounting process, I chose substance over form in dealing with the accountant. When it came to
forms like additional account titles and their uses, I collaborated with EVP and the latter would
approve if he finds them fit for K1. He told me to give specific instructions for the implementation
of income auditor. I always try to follow rules. However, being an agent of change in the action
research, I tried to actively give my suggestions and opinions to the EVP. In the accountant’s role,
I needed to figure out what the rules were and with the approval of EVP in performing second
person inquiry with the human resources involved, I was able to know what the rules actually were.
I did not formulate the rules but investigated on what they are. In applying the rules regarding the
accountant’s function as supervisor, when it came to compliance of the income auditor, aside from
coordinating with EVP, I made sure that the accountant is also informed about the performance of
income auditor who was really her staff. She has full responsibility in disciplining and accosting
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her staff. She supervised the Income Auditor in terms of compliance to deadlines and compliance
to proper use of the basic accounting principles.
Stories and Outcomes
Identification of transactions that need to be recorded which include but not limited to the
customization of the chart of accounts; training of staff to improve work output (March 2016 –
November 2016)
Taking Action
In taking action, I needed to balance the specifications of EVP and the limitations of the
system and in the capability of the personnel involved. The Three-Circle Model helped me in the
dynamics within my collaborators. I tried to understand their roles in the family business and why
at times they are behaving the way they are.
Intervention on the Improvement of Chart of Accounts
A. Expenses
Since K1’s expenses were initially shouldered by Mother Company, these were not
recorded in the Hermes accounting system. The income auditor did not record because she did not
know how and what to record. It turned out she could not understand why it should be recorded
since there was no cash outlay. As part of my mentoring, I explained to her that expenses are part
of any business, so these should be recorded as a liability to Mother Company.
This type of transaction should be properly recorded in each company’s (Mother Company
and K1) separate books of accounts. The accounting entity principle should be followed. I
suggested to the EVP to make use of a liability account in recording these expenses. The account
that we agreed on was Advances from Mother Company.
B. Credit Card Transactions
Guests of the hotel sometimes pay through credit cards. We found out that these
transactions from Xenia were not mapped to Hermes because there was no appropriate account
title used. Furthermore, payments made by the credit card companies were also not properly
recorded. Because of this, there is no monitor if the credit card companies are paying K1.
Materiality and matching accounting principles were violated. The guests are considered paid by
the system but the receivables from the credit card companies are not reflected in the system. These
involve big amounts and should be recorded properly. EVP and I then decided to make use of
Accounts Receivable – Credit Card account and Hermes automatically considers the guests as
paid through this account and is debited in the system.
The collection from credit card companies is a type of transaction that does not go through
the Xenia system. The Journal Voucher should therefore be used in encoding this transaction.

783 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Upon this discovery, I informed EVP about it and I taught the income auditor on what journal
entries to prepare.
C. Other Specifications by Family Owner Employee
EVP has a PayPal account which is being used for payments of some online bookings. K1
has no PayPal account. Payment therefore from PayPal is remitted to the personal account of EVP.
PayPal payments of guests should not be recorded in Cash in Bank simply because the account is
under the name of EVP. To solve the issue, EVP and I agreed that such is considered payment in
cash therefore we came up with another account which is Cash in Bank – PayPal. Some
accountants may not agree and frown at this account title because there is no such bank (PayPal).
But EVP was very specific that he did not want it to appear as another Accounts Receivable
account. In my professional opinion, I did not violate any accounting principle by using this
account. Using the Cash in Bank – PayPal account addressed the specifications of EVP and I still
made sure that it is within the boundaries of proper accounting.
Evaluation
By November 2016, there were no more peculiar transactions that were discovered. The
encoding of the income auditor has become a routine. She has at least improved on how to record
the recurring transactions. There were no more account titles that needed to be added in the system.
Customization of procedures and making use of appropriate account titles and entries have been
accomplished. The first cycle was finished already by November 2016.
Self-Reflection and Learning of the Action Researcher
I have handled a number of clients in the past and it has been my principle to always adapt
to the needs of my client. The accounting process has a general framework but each company
needs a different approach. Just like a person, each company should be treated uniquely. I have
not handled a hotel before and working in one is a different experience. I felt that I was equipped
in terms of accounting but K1 has its own culture. More often than not, it is the people comprising
the organization that serve as basis for adopting any system, be it accounting or operational.
Reinforcing my personal touch
For my action research, it was not hard to sell the idea that K1 should have a customized
accounting process because it was actually necessary to have one. What I really needed to do was
to convince them that it should be a priority and I can do the job. In effect, I was selling my
capability. My personal touch was stamped in every suggestion, reminder and follow up. In
accounting, there are generally accepted accounting principles which were discussed in the
conceptual framework and these were just my guide. I needed to adapt my approach to the
capabilities and personalities of each employee that I encountered. Expertise though a very big
factor is not enough in order for the staff to follow a leader. Patience is indeed a virtue. There were
situations that EVP had given up but I did not. I was able to apply the following sales management
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basics (Ventanilla, as cited by San Luis, 2017): a) sell yourself as well – not just the product; b)
profile your client; c) address challenges right away; forget me, not.
I believe I convincingly sold the whole idea of customizing the accounting process of K1
through good communication. Profiling the persons involved in the research was something I did.
Being sensitive and alert to the circumstances surrounding the department were helpful in my
undertaking. I was also very persistent in addressing the many challenges through collaboration.
Extrapolation to a Broader Context and Articulation of Usable Knowledge
Implication to Other Research Settings
Some of the clients I have previously met told me that they do not like hiring professional
accountants because they impose what they think is right in their system. This paper showed a
balance in implementing the general rules without imposing what one accountant thinks is right
and still giving way to the desires of the owners of a business. Though there are generally accepted
accounting principles, these should only serve as guide. Cooperation and coordination were
evident in my action research. There are tools like computer programs to speed up data gathering,
recording and generation of reports; we should utilize them properly. There should be a balanced
combination of computer technology and human resource to attain an accounting system’s ultimate
goal which is to produce accurate and relevant financial reports. These would all be essential in
management’s critical decision-making process.
As I was doing my action research, I concentrated only on K1’s accounting system. By
doing this, I believe I have succeeded in segregating the hotel’s business from the Mother
Company. By introducing account titles peculiar only to K1, in a way it gave the company
independence in terms of its accounting process. The culture of the family was taken into
consideration as a courtesy while undergoing the action research. They had some whims as I
explored their business but all these were simply part of the process. After the action research, I
have proven that culture, operational peculiarities, business styles and personalities are only
challenges that serve as guide in pursuing a desired outcome. These should not serve as hindrances
if we want to succeed in our intervention.
This action research would be useful to other accountants who are very much conscious on
what the accounting books have taught them. The experience I gained in this action research offers
a lesson to other accountants on how to satisfy their employers or clients by creating a balance
between knowledge and actual application of this through cooperation and coordination.
Accountants’ strategies should not be limited to the generally accepted accounting principles,
one’s personal touch can make a lot of difference.
Implications to Theory Development
If I were given a chance to do another cycle for my action research, I would want to pursue
the proper matching of jobs in the accounting department. I believe this would be very
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helpful in the customization of their accounting process. No matter how good and reliable the
accounting system is, if it is not implemented by competent personnel, the process would not
produce timely and accurate reports. Combining the Kirkpatrick’s Model on the Four Levels of
Training Evaluation with the FASB Conceptual Framework would be very ideal in customization
an accounting process.

Proper training and
evaluation

Accounting staff
should be skilled to
produce the
required quality of
information.

Figure 3. Improved FASB Conceptual Framework
If the human aspect is included in the FASB Conceptual Framework, there would be no
setbacks in implementing the theoretical concepts of accounting. Sometimes, frameworks that
have an exact structure fail to consider the human aspects such as level of intelligence and skills
of users. Better equipped staff can help in the quality of financial reports as required in the FASB
Conceptual Framework. It is very evident based on my stories that the main weakness of K1’s
accounting system is the incompetence and lack of staff and improper delegation of roles and
responsibilities. My collaboration was limited to the confines of the hotel, I was not given any
authority on the structure of the accounting department in terms of distribution and matching of
jobs. It would have been a more successful intervention if people within the department were fully
equipped and knowledgeable of the basic accounting principles.

786 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

References
Abrugar, V., Says, C. G., Says, A. B., & Says, D. (2012, March 14). Home. Retrieved March
31, 2016, from http://businesstips.ph/sample-balance-sheet-and-income-statement
Barton, S. (2017, November 13). The Kirkpatrick Model for Measuring Modern Mentoring.
Retrieved July 10, 2018, from https://chronus.com/blog/use-kirkpatrick-model-measuremodern-mentoring
Basic accounting principles.(n.d.). Retrieved March31, 2016, from
http://www.accountingtools.com/basic-accounting-principles
Borad, S. B. (2017, August 01). Balance Sheet – Definition and Meaning. Retrieved February
05, 2018, from https://www.efinancemanagement.com/financial-accounting/balancesheet-definition-and-meaning
Cabrera, M. E. (1988). Management advisory services: comprehensive volume for accounting
students and CPA candidates. Place of publication not identified: M.E.B. Cabrera.
Cambridge Family Enterprise Press (2018). How Three Circles Changed the Way We
Understand Family Business. Retrieved July 10, 2018, from https://cfeg.com/library/howthree-circles-changed-the-way-we-understand-family-business.asp?n=415
Coghlan, D., &Brannick, T. (2014). Doing action research in your own organization. Los
Angeles: Sage.
Cruz, E. S. (2005). Setting frameworks: Family business and strategic management. Manila:
Published and exclusively distributed by Anvil.
Cruz, L. D. (n.d.). Managing Family Business. Retrieved July 8, 2018 from
http://www.academia.edu/11376365/MANAGING_FAMILY_BUSINESS
DLSU ITS, DLSU STRATCOM, DLSU IRPA.(n.d.).Who We Are. Retrieved February 16,
2018, from http://www.dlsu.edu.ph/offices/cosca/who-we-are/lrf.asp
Ferrer, R. &Millan, Z. V. (2017), Fundamentals of Accountancy, Business &
Management Part 1
Florendo, J. (2016), Fundamentals of Accountancy, Business, and Management 1, First
Edition
Force Field AnalysisAnalyzing the Pressures For and Against Change. (n.d.). Retrieved July 10,
2018, from https://www.mindtools.com/pages/article/newTED_06.htm
Hermes Accounting System.(n.d.). Retrieved February 05, 2018, from
https://www.servoitsolutions.ph/hermes-accounting-system
Hurt, R. L. (2016). Accounting information systems: basic concepts and current issues. New
York, NY: McGraw-Hill Education.
Income Statement.(n.d.). Retrieved November 05, 2016, from
http://www.investinganswers.com/financial-dictionary/financial-statementanalysis/income-statement-1104
Lee-Chua, Q. ((2017). Working With Family Business in the Philippines. Retrieved July 10,
2018, from https://www.ignited.global/publications/inner-compass-magazine/workingfamily-business-philippines
Meigs, R. F. &Meigs, W. B. (1982), Accounting the Basis for Business Decisions
PayPal. (2018). Retrieved February 07, 2018, from https://en.wikipedia.org/wiki/PayPal
Schmidt, M. (2004-2016), Building the Business Case Analysis. Retrieved March 31,
2016, from https://www.business-case-analysis.com/start-up-cost.html
787 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Skousen, K. F. & Smith, J. M. (1984), Intermediate Accounting
Sprague, C. (2016). Accounting Systems &Controls Research Starters Business, 1.
Three-Circle Model of the Family Business System | Davis and Tagiuri. (2018). Retrieved July
10, 2018, from https://johndavis.com/three-circle-model-family-business-system/
WPI.(n.d.). Retrieved January 28, 2018, from http://www.waterfronthotels.com.ph/wpi/
Yason, S. (2014, 10 November). Financial reporting: A challenge to SMEs. Business World,
p. S1/4)

788 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

A Framework on the Effects of Intellectual Capital and Employee
Empowerment to Employee Satisfaction
John Gabriel D. Abarquez
Isaac John M. Diaz
Anne Nicole D. Leuterio
Josef Collin A. Tan
Junnell E. Guia
De La Salle University and De La Salle – College of St. Benilde
junnell.Guia@benilde.edu.ph

Abstract
Intellectual capital, employee empowerment and employee satisfaction have been
receiving increased attention from both academic communities and practitioners and are identified
as important strategic assets to businesses. Employee empowerment pertains to the need of
employees to be heard and to be given a voice in making some decisions that would not only affect
the employees’ cause, but also the organization. Banks exploit intellectual capital for its survival
in the competitive market through extensive use of human capital, structural capital, and relational
capital (Kamath, 2007). The role and working of employees, at different positions and levels, in
the banking service sector are directly linked with the knowledge and intellect of employees
(Bontis, 2000). The research design is descriptive and correlational to determine the relationship,
extent and influence of the independent and dependent variables, and structural equation modelling
is used to measure the strengths of the relationships between variables. The research locale is one
of the leading banks in the Philippines. The researcher selected four (4) of its branches; Branch A
and B are in Paranaque City, Branch C is in Quezon City, and Branch D is in Taguig City. The
total number of employees in each branch is included in the study. Relational capital reported the
highest results from the respondents, garnering a score of 4.40 and translating to “The employees’
relational capital is very good. Employee Empowerment received the mean score of 3.94, the
lowest of all the independent variables in the survey questionnaire, but still interpreted as
satisfactory, with the translation of “The employee empowerment is high”. This entails that the
employees experience all the factors included in employee empowerment, however, small
improvements can be made to further increase its status. The company, therefore, should put more
effort into improving employee empowerment. As for employee satisfaction, the survey brought a
result of 3.94 for its average mean score. This is translated to “The employee satisfaction is high”.
While it may not be the highest achievable interpretation score, it is satisfactory.
Key Words: Intellectual Capital; Employee Empowerment; Employee Satisfaction; Baking
Industry; Structural Capital; Relational Capital; Human Capital
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Introduction
In the current era, a significant amount of pressure is put on business organizations by the
consumers and the government to adapt to more sustainable operations (Molina-Azorín, J. F.,
2009; Pillania, R. K., 2012). In today’s knowledge economy the tangible assets like intellectual
capital is a foundation of sustainable growth and competitive lead. Corporations are paying more
focus on value creation through these tangible assets. Better organizational performance can be
ensured through effective management of firm’s intellectual capital (Ali, 2010).
Intellectual capital has recently been receiving increased attention from both academic
communities and practitioners and is identified as an important strategic asset which provides
sustainability and yields better performance. It also gives rise to the view that the organizations
which possess skilled, creative, and distinctive knowledgeable employees along with supportive
organizational structures and systems and maintains cordial customer relations contribute in
achieving superior organizational position (Chahal & Bakshi, 2016). Hence, it is important to
understand to what extent intellectual capital is efficiently utilized by specific sectors in creating
value for organizations (Kamath, 2007). Intellectual capital is a very important resource and
investment any organization must be willing to invest on. In it lies the foundation and structure
that would make or break them as its different component are used hand in hand in all aspects of
the organization in order to function well and to achieve their organizational goals and objectives.
The impact of intellectual capital of an organization to empowerment of its people has always been
controversial as employees are usually the ones who will relay the management’s strategies
according to its goals and objectives. Intellectual capital according to Edvinsson and Malone
(1997), is comprised of two components- Human capital and structural capital. Human capital
pertains to the knowledge, skills and experience of employees, this is useful to study because
improving knowledge skills and experience of employees could lead to better production for the
company due to the employees better understanding to the job at hand. Structural capital on the
other hand is the intangibles such as employee empowerment, embodiment, and the necessary
infrastructure of human capital to be effective.
Employee empowerment has been a trendy topic within the last years. It pertains to the
need of employees to be heard and to be given a voice in making some decisions that would not
only affect the employees’ cause, but also the organization. Doughty (2004) writes in his article,
that empowered personnel, according to an article by Peter Turney, have "responsibility, a sense
of ownership, satisfaction in accomplishments, power over what and how things are done,
recognition for their ideas, and the knowledge that they are important to the organization". Most
employees need motivation to work better, more effective, and more efficient (Longo & Mura,
2011).
Being a knowledge-intensive, skill-based, and relationship-service industry, banking is an
ideal sector to study intellectual capital. Banks exploit intellectual capital for its survival in the
competitive market through extensive use of human capital, structural capital, and relational
capital (Kamath, 2007). The role and working of employees, at different positions and levels, in
the banking service sector are directly linked with the knowledge and intellect of employees
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(Bontis, 2000). According to Bontis (2000), it is the quality of people, organizational structure,
and relationships of people which give banks the competitive edge in a knowledge-based economy.
The proponents will measure the Intellectual capital using the three branches namely
Human, Structural, and Relational. The following categories will be used for each branch of
capital. Competence, creativity, staff attitude, and manager’s attitude will be measured for human
capital. Internal and external will be measured for relational capital. Innovation, process,
information technology, and culture for the structural capital (Hardeep & Bakshi, 2016); and lastly,
employee empowerment using three perspectives namely Organizational, Multi-dimensional and
Psychological. Ongori (2009). The proponents measured the relationship of all these variables with
the employee satisfaction of employees of selected BPI branches.
There have not been any local studies regarding intellectual capital and its application in
the Philippine banking sector. Based on the published research article “Measurement of
Intellectual Capital in the Indian Banking Sector”, published by Hardeep Chahal and Purnima
Bakshi in 2016, the authors have stated in their “Limitations and Future Research section”, that
the study they have conducted is limited within the banking sector of Jammu, India, thus future
proponents should conduct another study of identical variables within their chosen industry and
country. Since the release of the research article in 2016, no further study has been accomplished
in an effort to apply the research in a local setting in the Philippines.
Employee satisfaction is experiencing a decline since 2016 according to a survey
conducted by JobStreet to 7,000 employees here in the Philippines. The banking sector was listed
in the bottom three . The survey was conducted on the months of July and August (Entrepreneur,
2017), Philip Gioca, Country manager of JobStreet, stated that career development, training
opportunities, and the management style of the company are only a part of the reasons why many
employees are growing unsatisfied, and it would be best for the company to get to the bottom of it
and find the reason why (Cabuenas, 2017).
Methodology
The operational framework shown in Figure 1 assumes a relationship between the
independent variables; intellectual capital and employee empowerment, and the dependent
variable; employee satisfaction. This framework merges theories from the theoretical framework
and concepts from the conceptual framework to come up with an overall correlation between the
two main variables. Furthermore, through the review of diverse pieces of literature regarding the
matter, the proponents were able to determine abundant literary relationships between intellectual
capital and employee empowerment to satisfaction.
To be able to study the independent variable more effectively, the proponents have decided
to examine each of the three sectors of intellectual capital namely: Human, Structural, and
Relational. The main philosophy of the Human capital theory is that each employee has value
(Lucas, 1990). As for structural capital, Petty & Guthrie (2000) explains that this is important for
the business as it provides structure for the employees working and it utilizes the physical and nonphysical assets such as information technology, empowerment, systems, and structure to create
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value for the business. Relational capital theory is all about the relationships that the business.
Relationships with the customers, stakeholders, employees and so on (Chang and Tseng, 2005).
Furthermore, Elnaga and Imran (2014) points that empowerment’s main concern is establishing
and building trust between management and its employees, and in stimulating their participation.
Ongori (2009) enumerated employee empowerment perspectives which are the organizational,
psychological, and the multi-dimensional perspective. As for employee satisfaction, Vlosky &
Aguilar (2018) stated that satisfaction results from a numerous factors and influences that exist in
the workplace.
Following the conclusion of the review of related literature, the proponents were able to
obtain corporate journals which shows the effect of them investing in specific sectors of
intellectual capital. Generally, these journals were concluded in a positive way, stating varying
amounts of improvement in corporate activities.

Figure 1. Operational Framework
The research design is descriptive and correlational to determine the relationship, extent
and influence of the independent and dependent variables, and structural equation modelling is
used to measure the strengths of the relationships between variables.
The research locale is one of the leading banks in the Philippines. The researcher selected
four (4) of its branches; Branch A and B are in Paranaque City, Branch C is in Quezon City, and
Branch D is in Taguig City. The total number of employees in each branch is included in the study,
and the breakdown is listed in below.
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Table 1
Bank Positions of Respondents
Positions
Relationship Manager
Branch Manager
Sales Assistant
Assistant Manager
Senior Service
Associate
Unipro
Teller
Total

A
1
1
1
1

Branches
B C
1 0
1 1
1 0
1 0

D
0
1
1
1

0

0

1

0

0
4
8

0
5
9

3
3
8

0
4
7

The researchers used survey questionnaires for data gathering, and correlation and
regression for data analysis. And to validate the internal consistency reliability of the
questionnaire, the proponent collected 20 samples and run the pretest. The Cronbach alpha value
is 0.975. Cronbach’s alpha higher than 0.9 means excellent internal consistency.
Results and Discussion
The researchers gave questionnaire to all the bank employees of the four (4) branches. All
32 bank employees have to the survey questionnaire. Each respondent answered 46 questions. The
demographics of the respondents are as follows:
Profile of Respondents

Figure 2. Age of the Respondents
Figure 2 shows the age distribution of the respondents of the survey questionnaire. Based
on the histogram, the age of twenty to twenty-five (20-25) was the most frequent age range of the
respondents, having a frequency of nine (9) or thirty percent (30%). Following as most frequent
age range, the age range of twenty-six to thirty (26-30) and forty-one to forty-five (41-45) both
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incurred a count of five (5) each, or 16.7% each. The next age range is the thirty-one to thirty-five
(31-35) range which received a count of 4, making up thirteen percent (13%) of the respondents.
The age range thirty-six to forty (36-40) and forty-six to fifty (46-50) have received a total of three
(3) counts or ten percent (10%) and two (2) counts or 6.7% of the respondents, respectively. As
for the least frequent age range collected, both the fifty-one to fifty-five (51-55) age range and the
fifty-six to sixty (56-60) age range had one (1) respondent each, or about less than one percent
each. None of the respondents have reported being less than 20 years of age, as well as being of
65 years old and more.

Figure 3. Number of years employed of respondents
Figure 3 contains the histogram of respondent years employed or the number of years that
the respondents have been employed in the company. The largest age range reported by the survey
questionnaire is the one to five (1-5) years of employment in the bank, with a frequency count of
8 and a percentage rate of 27.6%. Six (6) employees have worked for the company for six to ten
(6-10) years, taking 20.7% of the total respondents. The ranges eleven to fifteen (11-15) and
twenty-one to twenty-five (21-25) follow with five (5) counts each, or about seventeen percent
(17%) of the respondents each. Three (3) respondents or ten percent (10%) have reported working
for the company for less than a year and lastly, two (2) employees or six percent (6%) have reported
working for the company for more than 26 years. None of the respondents have worked for the
bank for sixteen to twenty (16-20) years.
Summary of Mean Responses
Variables
Mean Interpretation
Structural Capital 4.18
Agree
Relational Capital 4.40 Strongly Agree
Human Capital
4.35 Strongly Agree
Employee Empowerment
3.98
Agree
Employee Satisfaction 3.94
Agree
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Table 2 displays the summary of mean responses gathered from the bank employees using
the survey questionnaire. Relational capital reported the highest results from the respondents,
garnering a score of 4.40 and translating to “The employees’ relational capital is very good. This
means that the employees are happy with the relationships they have from the company, both
internal relationships such as with co-workers as well as the superiors, and the external
relationships such as with customers and clients.
Employee Empowerment received the mean score of 3.94, the lowest of all the independent
variables in the survey questionnaire, but still interpreted as satisfactory, with the translation of
“The employee empowerment is high”. This entails that the employees experience all the factors
included in employee empowerment, however, small improvements can be made to further
increase its status. The company, therefore, should put more effort into improving employee
empowerment. As for employee satisfaction, the survey brought a result of 3.94 for its average
mean score. This is translated to “The employee satisfaction is high”. While it may not be the
highest achievable interpretation score, it is satisfactory.
Mean Responses for Structural Capital
Based on the results gathered through the survey questionnaire, the respondents’ answers
displayed an average mean score of 4.18, which is interpreted as “Agree”, describing a very good
status for the employees’ current structural capital. The employees reported that innovation,
culture, process, and information technology are present in the company and are up to satisfactory
standards for them. Despite two questions regarding loyalty and contentment garnering the lowest
scores of 3.77 and 3.58, respectively, it still falls under the same interpretation of having very good
structural capital
Mean Responses for Relational Capital
With an average mean score of 4.40, the employees reported their relational capital is
outstanding. Having an outstanding relational capital means that the company has built a culture
wherein they have excellent internal and external relationships. In fact, none of the queries received
an answer lower than 4.03, which is the score for the question regarding the bank’s updated
customer data. The employees feel that these connections are present in their workplace which is
important because communication occurs among these people.
Mean Responses for Human Capital
Similar to relational capital, the human capital section of the questionnaire yielded an
“Outstanding” result from the respondents, with an average mean score of 4.35. The respondents
strongly agree that the company’s human capital is present and widespread. This means that the
employees are competent, they are creative, they possess good staff attitude, and lastly, they are
satisfied with the attitude and character of their manager towards them. The lowest rating for
human capital, the question regarding devotion to job, resulted in an average mean score of 4.16,
is essentially not alarming as it still falls under the category of having outstanding human capital.
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Mean Responses for Employee Empowerment
With an average mean score of 3.95 and an interpretation of “Agree”, Employee
empowerment is reported to be high in the company and among its employees. Despite having a
lower score compared to the questions related to intellectual capital, employee empowerment is
still very much available in the company and the employees did not report this as something
missing or unavailable. This means that all perspectives, the organizational, psychological, and
multi-dimensional perspectives of empowerment, are met and present. They feel empowered and
effective to the company.
Mean Responses for Relational Capital
With a result of an average mean scare of 3.93, Employee Satisfaction is reportedly also
very good in the company. This means that the employees are satisfied with the control and
autonomy they have from the company, as well as the influence they are able to give. They also
feel that their job challenges them to achieve more, they are measured for their performance and
they receive feedback as a way of having a basis on improvement, they don’t feel as if they are
merely instruments to the company, and lastly, they feel stable and secure in their workplace.
Conclusions and Recommendations
After comprehensive research, the proponents are ready with a conclusion to satisfy the
questions that lead to the establishment of the study. The ultimate objective of the study was to
determine if intellectual capital and its sectors, human, relational, and structural capital, as well as
employee empowerment have effects on the employee satisfaction of the employees of selected
bank branches.
Kamath (2007) stated that it is important for specific sectors such as the banking sector to
understand to what extent intellectual capital is efficiently utilized for the purpose of creating value
for organizations. Such value includes the value of the employees that are highly essential to the
operations of the organization and when they hold such importance, their well-being requires
constant evaluation, thus the importance of employee empowerment and employee satisfaction.
The proponents acknowledged this concept and proposed a study where each sector of intellectual
capital, as well as intellectual capital as a whole, along with employee empowerment will be
analyzed to determine their significance to another variable regarding employees, the employee
satisfaction. The proponents then applied the study to the country’s oldest operating banking
company, the Bank of the Philippine Islands because of recommendations listed in Chahal &
Bakshi (2016)’s study on “The Measurement of Intellectual Capital in the Indian Banking Sector”
in the limitations and future recommendations section that their study can be applied at another
local banking setting. With that in consideration, and the addition of employee empowerment and
satisfaction, the proponents began their research.
With the main problem of interest “What are the effects of Intellectual Capital and
Employee Empowerment to Employee Satisfaction in Selected BPI Branches?”, the proponents
deployed a survey questionnaire consisting of 46 questions to the employees where thirty-one (31)
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sets of responses were received. Of the responses, thirty percent (30%) which was the biggest
percentage response were of the age range twenty-five to thirty (25-30). This means that the other
seventy percent (70%) were consisted of people who were twenty-six (26) up to sixty (60) years
old. Given the age range of the respondents, the proponents then asked the number of years that
they have been working for the company. The survey questionnaire then received a response that
while eleven (11) employees have worked for the company for zero to five (0-5) years, the majority
have worked longer than that, having eighteen (18) employees that have worked for six (6) years
and more, with one (1) even having worked more than thirty-one (31) years for his/her branch.
This shows that the banks surveyed have employees that have been there for quite some time now.
The long duration of being in the company supports the study in a way that they are more
knowledgeable about the current status of the company’s intellectual capital. Additionally, with
the duration of years they have stayed with BPI, their employee empowerment and satisfaction are
good subjects to thoroughly investigate
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Determinants of Generation Z’s Agribusiness Entrepreneurship
Intention: Insights from a Philippine Agricultural University
Gemma U. Reyes
University of the Philippines Los Baños
gureyes@up.edu.ph
Abstract
Using an integrated intentions model, this study aimed to find out the factors affecting the
agribusiness entrepreneurship intention of the Gen Z. Attitude, subjective norm, perceived
behavioral control, perceived government support and social valuation were identified as
explanatory variables while perceived desirability and perceived feasibility were used as mediating
variables. A Like-type survey was administered to 141 first year and last year students taking up
either an agriculture-related or a non-agriculture course. The explanatory and mediating variables
were regressed using partial least squares structural equations modelling. Findings of the study
showed that attitude towards agribusiness entrepreneurship exerted the greatest influence on
perceived desirability and perceived feasibility which in turn had a significant positive and direct
influence agribusiness entrepreneurship intention. Perceived behavioral control and perceived
government support had a substantial effect on perceived feasibility. Subjective norms and social
valuation, however, did not have any significant effect on perceived desirability and perceived
feasibility. The results highlight the importance of positively influencing the attitude of the Filipino
youth towards agribusiness entrepreneurship so that more may see it as desirable and feasible. The
sole impact of perceived behavioral control and perceived government support on perceived
feasibility indicate that even if young people may sense their capability to put up an agribusiness
enterprise and could count on government help, they may not necessarily want to do so. Thus, it
is important that interventions towards promoting agribusiness entrepreneurship should target first
those who have the desire to go into agribusiness as the possibility of actually putting up their own
agribusiness is likely to be higher.
Key Words: agribusiness entrepreneurship intention; generation z; ; attitude; subjective norm;
perceived behavioral control; perceived desirability; perceived feasibility

Background of the Study
According to FAO (2017), poverty, hunger and malnutrition are more effectively addressed
though increased investment in the agricultural sector (rather than non-agricultural sector) where
most of the world’s poor live. Unfortunately, in the past decades investment in the sector has
remained the same (FAO, 2012). But with the new Agenda for Sustainable Development Goals,
the top two of which are to end poverty and zero hunger, many countries are rethinking their
development strategies (FAO 2017). Due to the expected increase in population and the concern
on food security, there has been a focus on agriculture in recent years (IFAD 2014).
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More than 50% of the young people live in the rural areas (OECD, 2018). According to
Brooks, Zorya, Gautam and Goyal (2013), although farming is commonly done by the older ones,
young people are ideal for the agricultural profession because they have the energy, vitality and
innovation needed for the sector’s growth. However, for this to happen, it is important to address
the concern about the youth’s perceived lack of interest in agriculture (IFAD 2014). In a study
made by Tadele and Gella (2012) among rural youth in Ethiopia, majority of the respondents, who
have completed school are not inclined to work in agriculture. In the Philippines, Canlas and
Pardalis (2009) noted a drop in Filipino youth participation in the agricultural workforce. Fuller
(2012) reported that Thai rural youth are more attracted by the sophisticated lifestyle that can be
found in the cities. This rural-urban migration among the youth has resulted in the aging of the
rural population in many countries.
Against the backdrop of aging farmers and youth rural-urban migration, attention has
shifted to agricultural or agribusiness entrepreneurship as a strategy towards modernizing the
agricultural sector (Yusoff, 2017). According to Bairwa, Lakra, Kushwaha, Meena and Kumar
(2014), applying the principles of entrepreneurship to the agricultural sector can provide a host of
benefits ranging from employment and income generation to creation of innovative products, to
poverty reduction. The study of Mujuru (2014) found out that application of entrepreneurial skills
helped farmers increase their farm productivity. According to Barau and Afrad (2017), agricultural
entrepreneurship can open up opportunities especially for young people owing to the various
agriculture-related business ventures that could be put up.
There is a need to involve the young people, particularly the Generation Z who are said to
be more inclined towards entrepreneurship (Grayson, McLaren and Spitzeck, 2015). Promoting
agribusiness entrepreneurship among the youth might encourage them to get involved in the
agricultural sector and contribute to rural development. But interventions along this area would
require some knowledge of the factors that influence the youth to go into agribusiness
entrepreneurship. It is also important to find out the perception of young people regarding the
desirability and feasibility of agribusiness entrepreneurship. The study of Njeru (2017) revealed
that there is a significant relationship between the youth’s perception and participation in
agriculture. Since most of these young people are still in school, it will not be possible to measure
their entrepreneurial behavior i.e. actually putting up their agribusiness. According to Bagozzi,
Baumgartner and Yi (1989) intention is the best predictor of any planned behavior. Thus, it can be
used as a proxy for entrepreneurial behavior.
In the Philippines, there is a dearth of studies that examine these factors especially in the
context of agricultural or agribusiness entrepreneurship. As such, this study aims to find out the
factors that influence young people’s intention to go into agri-related entrepreneurship and to
determine whether perceptions of desirability and feasibility affect the relationship between the
identified factors and intention to go into agribusiness entrepreneurship.

802 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Conceptual Framework
The conceptual framework was based mainly on the study of Iakovleva and Kolvereid
(2009) which integrated the Theory of Planned Behavior (Ajzen, 1991) and the Entrepreneurial
Event Model (Shapero and Sokol, 1982). The variables of attitude, subjective norm and perceived
behavioral control that were proposed in the Theory of Planned Behavior were used as independent
variables to predict agribusiness entrepreneurship intention while the variables of perceived
desirability and perceived feasibility in the Entrepreneurial Event Model were used as mediating
variables. Two other explanatory variables, which proved significant in other intention studies,
were added in the model to see if they can help explain better agribusiness entrepreneurship
intention of young people. Perceived government support and social valuation (SV) were added
from the works of Yussoff (2017) and Abdullah and Samah, (2014) respectively. Figure 1 shows
the final conceptual framework.

ATTITUDE (ATT)
(Ajzen, 1991; Iakovleva & Kolvereid,
2009, (Yusoff, 2017)

SUBJECTIVE NORM (SN)
(Ajzen, 1991; Iakovleva & Kolvereid,
2009, (Yusoff, 2017)

PERCEIVED BEHAVIORAL
CONTROL (PBC)
(Ajzen, 1991; Iakovleva & Kolvereid,
2009, ) (Yusoff, 2017)

PERCEIVED GOVERNMENT (PGS)
SUPPORT (Yusoff, 2017)

PERCEIVED
DESIRABILITY
(PD)
Shapero & Sokol,
1982; Iakovleva &
Kolvereid, 2009,
Yusoff, 2017)

PERCEIVED
FEASIBILITY (PF)
Shapero & Sokol,
1982; Iakovleva &
Kolvereid, 2009,
Yusoff, 2017)

AGRICULTURAL
ENTREPRENEURSHIP
INTENTION (AEI)
(Iakovleva & Kolvereid,
2009; Abdullah and
Samah, 2014, Yusoff,
2017)

SOCIAL VALUATION (SN)
(Abdullah and Samah, 2014;
Liñán, Urbano & Guerrero, M. (2011).

Figure 1. Conceptual Framework
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The following hypotheses were proposed:
H1a: Attitude towards agribusiness entrepreneurship positively influences perceived desirability.
H1b: Attitude towards agribusiness entrepreneurship positively influences perceived feasibility.
H2a: Subjective norm positively influences perceived desirability
H2b: Subjective norm positively influences perceived feasibility
H3a: Perceived behavioral control positively influences perceived desirability
H3b: Perceived behavioral control positively influences perceived feasibility
H4a: Perceived availability of government support positively influences perceived desirability
H4b: Perceived availability of government support positively influences perceived feasibility
H5a: Social valuation of agricultural entrepreneurship positively influences perceived
desirability
H5b: Social valuation of agricultural entrepreneurship positively influences perceived feasibility.
H6: Perceived desirability is positively related to agricultural entrepreneurship intention
H7: Perceived feasibility is positively related to agricultural entrepreneurship intention
Methodology
This study made use of a quantitative, descriptive, and causal research design. Participants
were asked to fill-out a self-administered questionnaire which measured the eight constructs.
Information on their year level, course (agriculture related or non-agriculture) and sex were also
asked in order to get a basic profile of the respondents. Scores on the eight constructs were
regressed to see if the five explanatory variables had predictive power on agribusiness
entrepreneurship intention and whether these were mediated by perceptions of desirability and
feasibility.
Sampling Design and Data Collection
The main objective of the study was to determine the factors affecting agribusiness
entrepreneurship intention of Gen Z’s (those who are born in the late 1990s and early 2000s as
defined in www.dictionary.com) in a leading Philippine agricultural university. This university
takes in about 2,500 students per academic year. But because of the Philippine transition to the K12 program in 2016 which extended high school for another two years, those who were enrolled
in the university during the survey period were mostly the new batch of freshmen (who just
graduated from senior high school) and those who are in their last year (those who were
sophomores in 2016). Together, they are roughly around 5,000 students. Based on an online
sample size calculator (www.raosoft.com) with a 95% confidence level and 5% margin of error,
the ideal sample size should be 357. However in recent years, with the advent of structural
equations modelling, smaller samples could be used. Cohen (1992), as cited in Hair, Hult, Ringle,
and Sarstedt (2014), provided a table of sample sizes for partial least squares structural equations
modeling (PLS-SEM) with an 80% statistical power and a choice of significance level, R-square
and the level of complexity in the path model i.e. the maximum number of arrows pointing at a
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construct. Following the table, the minimum sample size would be 80 respondents for an R-square
of 0.25 for a 5% level of significance.
Due to the data privacy act, I could not get the list of students for my sampling frame. Thus,
to do a random sampling was not feasible. Convenience sampling had to be resorted to. To get
samples among the freshmen, I had to negotiate with a professor handling a large introductory
entrepreneurship class of around 115 freshmen student if I could administer the questionnaire to
them ten minutes before the end of the class. For the senior students, I approached three professors
handling thesis subjects if I could send them the online survey, which I created using Google
forms, so they can in turn forward it to their students. The online method was used for seniors
since they are already in their data gathering or writing stage and do not regularly meet with the
thesis coordinators. In total, the three professor handling thesis students had 64 students.
Fortunately, all four professors accommodated my request.
Construction and Validation of Research Instrument
The items in survey questionnaire, was adapted from previous studies with some modification
in order to adjust it to the Filipino way of thinking. Items for agribusiness entrepreneurship,
perceived desirability, perceived feasibility, attitude, subjective norm, perceived behavioral
control, perceived government support were adapted from Yussof (2017). All constructs were
tested for convergent validity using the program SmartPLS3. Loading and average variance
extracted (AVE) were all above the acceptable standard of 0.50 (Hair et. al. (2014). The composite
reliability scores (a similar measure to Cronbach’s alpha) were all above the acceptable standard
of .070 (Hair et. al., 2014).
The measurement scales for the social valuation construct were adapted from Liñán, Urbano
and Guerrero (2011), adjusting the wordings slightly to refer specifically to the Philippine context.
These measures were subjected to reliability tests which yielded factor loadings higher than 0.50
for the two indicators and a Cronbach’s alpha of 0.624. Although the Cronbach alpha is lower than
the more acceptable standards of 0.70, Liñan, et. al. (2011) still included it in their structural
equations modelling but with some caution. The result of the structural equations modeling in the
study of Liñan, et. al. (2011) indicated that social valuation had a positive influence on subjective
norm and perceived behavioral control.
The draft survey questionnaire was also subjected to content validity. Two professors teaching
agribusiness and entrepreneurship were asked to comment on the measurement scales. Their only
major comment was the use of the term agricultural entrepreneurship which is what I initially used.
According to them, agribusiness entrepreneurship is the more appropriate term, if I want to include
the whole agricultural value chain. One professor added that, in the Philippines, agricultural
entrepreneurship is usually associated only with agricultural production or farming. Thus,
agricultural entrepreneurship was replaced with agribusiness entrepreneurship to make it more
encompassing.
The survey questionnaire had three sections. The first section contained some details about
the research, its main objective, their voluntary participation, their expressed agreement by filling
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up the questionnaire and my email address should they have any question. The second section is
the survey proper which begins with the respondent’s socio-demographic profile consisting of four
items. The name was made optional for those who preferred to remain anonymous. This was
followed by the 23-item Likert scale which measured the different constructs in the framework.
There were there three items each for all the constructs except for social valuation which has only
two items.
Data Analysis
Partial least squares structural equations modeling (PLS-SEM) using the program SmartPLS
3.0 (Ringle, Wende and Becker, 2015) was used for the multiple regression. It was deemed to be
the most appropriate statistical tool for this research due to the following reasons:
a) It is a non-parametric statistical technique which does not assume normality of distribution
and works well for small sample sizes (sampling size < 200) which is the case for this
research.
b) The presence of two mediating variables makes the framework a bit more complex. PLSSEM is suitable because it is capable of simultaneously analyzing a series of dependence
variables. (Hair, Black, Babin and Anderson, 2014)
c) PLS-SEM can incorporate latent (unobservable) variables into the analysis. (Hair, et. al.
2014). In the model, all eight variables were latent. Thus, multiple item scales were used
to represent the unobservable construct.
d) Given that this is a descriptive-causal study, PLS-SEM is the best option because it
provides higher statistical power i.e. it can detect significant relationships when in fact they
are significant.
Results and Discussion
Profile of Respondents
There were a total of 144 students who participated in the survey. About two-thirds of these
were in their first year and the rest are in their last year of university. There is some balance in the
representation in terms of courses with just little more than half taking up agriculture-related
courses while the rest were into non-agriculture courses. In terms of sex, females comprised a little
less than two-thirds of the respondent and the rest were males.
Evaluation of the Model
To ensure that each construct actually represents what it should represent, the variables were
also subjected to reliability and validity tests. As a measure of internal consistency both the
Cronbach’s alpha and the composite reliability were computed using SmartPLS 3.0. According to
Hair, et. al. (2014), the more traditional measure is the Cronbach alpha which “assumes that all
indicators are equally reliable” and “tends to underestimate the internal consistency reliability”.
PLS-SEM, on the other hand, considers the “different other loadings of the indicator variables” (p.
101). Reliability values of 0.70 or higher are considered acceptable both for Cronbach alpha and
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composite reliability. As can be seen in Table 1, all variables had reliability scores higher than
0.70 except for PBC and SV whose scores are 0.633 and 0.603 respectively for the Cronbach’s
alpha. Nevertheless, since the composite reliability scores for these two variables were greater than
.070, I decided to include them in the model.
Evaluation of construct validity can be broken down into convergent validity and discriminant
validity. One of the common tests used for convergent validity is the Average variance extracted
(AVE). Looking at Table 1, the AVE scores of all the variables were greater than the minimum
acceptable score of 0.50 which means that “the construct explains more than half of the variance
of its indicators” (Hair, et. al. 2014, p. 103).
The Fornell-Larcker Criterion was used to examine discriminant validity. Hair et. al. (2014)
defined discriminant validity as “the extent to which a construct is truly distinct from other
constructs by empirical standards. Thus, establishing discriminant validity implies that a construct
is unique and captures phenomena not represented by other constructs in the model” (p. 104).
According to this criterion “the square root of the AVE of each construct
Table 1
Cronbach’s Alpha, Composite Reliability and Average Variance Extracted
Cronbach’s Alpha
Composite Reliability
Average Variance
Extracted (AVE)
AEI
.845
.906
.763
PD
.916
.947
.856
PF
.840
.904
.759
ATT
.824
.895
.740
SN
.743
.852
.658
PBC
.633
.845
.732
PGS
.749
.854
.662
SV
.603
.832
.753
should be higher than the construct's highest correlation with any other construct in the model”
(Hair et. al. 2014, p. 111). Table 2 shows the results for the Fornell-Lacrker criterion. The square
root of the AVE of each construct are the values on the highest diagonal, the correlations are the
values below the AVE of each construct. It can be noticed from Table 2 that the correlation of
ATT and PD (0.877) is higher than the square root of the AVE for ATT (0.860). This could suggest
that ATT and PD might be similar constructs which could be lumped into one.
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Table 2
Fornell-Larcker Criterion
AEI
ATT
AEI
0.874
ATT
0.796
0.860
PBC
0.476
0.434
PD
0.812
0.877
PF
0.777
0.794
PGS
0.286
0.174
SN
0.608
0.715
SV
0.217
0.258

PBC

PD

PF

PGS

SN

SV

0.855
0.434
0.606
0.440
0.378
0.318

0.925
0.785
0.208
0.647
0.264

0.871
0.340
0.605
0.289

0.813
0.196
0.433

0.811
0.284

0.844

Generally, all the constructs are reliable and valid, thus they were all included in the model.
Hair et. al. (2014) cautioned researchers about removing variables that might improve reliability
and validity but may have adverse effects on content validity. Before finally discussing the
regression results, I would like to note that the collinearity assessment was not anymore reflected
in this study since only reflective measures were used. As such, the items for a particular construct
need not undergo collinearity assessment since they are expected to be somehow correlated. Only
formative measures require collinearity assessment. Nonetheless, I still did check of collinearity
and the resulting variance inflation factor were all below the tolerance level of 5.0 (Hair et. al.,
2014).
Regression Results
To assess the predictive capacity of the structural model, PLS-SEM was used. Table 3 and
Figure 2 show the results of the algorithm and bootstrapping (with 5000 subsamples) that was done
using SmartPLS 3.0. Looking at Table 3, attitude (ATT) had a significant influence on perceived
desirability (PD) and perceived feasibility (PF). Perceived behavioral control (PBC) and perceived
government support (PGS), on the other hand, had a significant impact on perceived feasibility
(PF). Lastly, perceived desirability (PD) and perceived feasibility (PF) had significant positive
effects on agribusiness entrepreneurship intention (AEI).
However, some of the hypotheses were not supported. Subjective norms (SN) and Social
valuation (SV) did not have any significant effect on perceived desirability (PD) and perceived
feasibility (PF). These imply that opinions of family members, friends and mentors do not
influence these students’ perception of the desirability and feasibility of agribusiness
entrepreneurship. Neither did perceived behavioral control (PBC) nor perceived government
support (PGS) have any significant impact on perceived desirability (PD). These imply that even
if these young people perceive that they have the capacity to put up their own agribusiness or that
they perceive government support for agribusiness, they will not necessarily want to go into
agribusiness.
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Table 3.
Results of PLS Algorithm and Bootstrapping (5000 subsamples)
Path Coefficient
T-Test
H1a
ATT_ -> PD
.829
14.396
H1b
ATT_ -> PF
.642
9.310
H2a
SN_ -> PD
.027
0.388
H2b
SN_ -> PF
.026
0.430
H3a
PBC -> PD
.045
0.737
H3b
PBC -> PF
.275
4.358
H4a
PGS -> PD
.033
0.692
H4b
PGS -> PF
.110
2.072
H5a
SV -> PD
.014
0.259
H5b
SV -> PF
-.019
0.375
H6
PD -> AEI_
.562
5.610
H7
PF -> AEI_
.365
3.906
** Coefficient is significant at the 0.01 level (2-tailed)
* Coefficient is significant at the 0.05 level (2-tailed)

P-Value
0.000**
0.000**
0.698
0.668
0.461
0.000**
0.489
0.038*
0.795
0.707
0.000**
0.000**

Hypothesis
Supported
Supported
Not Supported
Not Supported
Not Supported
Supported
Not Supported
Supported
Not Supported
Not Supported
Supported
Supported

Even if there were some hypotheses that were not supported, overall, the model is acceptable
as can be surmised from the coefficients of determination (R2, found in the middle of the blue
circle in Figure 2). The explanatory variables can explain almost 77.5% of the variation in
perceived desirability, but looking at the path coefficients, a bulk of the influence is coming from
attitude toward agribusiness. The same explanatory variables can explain 72.4% in the variation
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Figure 2. Path Coefficients and R-square
of perceived feasibility. Although attitude still has the greatest influence, perceived behavioral
control and perceived government support also had substantially effect on perceived feasibility.
The mediating variables of perceived desirability and perceived feasibility can explain 71% of the
variation in agribusiness entrepreneurship intention.
Finally, Table 4 shows us which of the explanatory variables are significantly mediated by
perceived desirability and perceived feasibility. Primarily, it is attitude (ATT) that is mediated by
perceived desirability (PD) and perceived feasibility (PF). Perceived behavioral control (PBC) is
mediated only by perceived feasibility (PF). The rest of the variables were not significantly
mediated by perceived desirability and perceived feasibility.
Table 4.
Specific Indirect Effects
Original Sample
ATT_ -> PD -> AEI_
PBC -> PD -> AEI_
PGS -> PD -> AEI_
SN_ -> PD -> AEI_
SV -> PD -> AEI_

0.436
0.024
0.017
0.014
0.007

Sample
Mean
0.437
0.022
0.018
0.015
0.007

Standard
Deviation
0.085
0.033
0.025
0.037
0.028

T
P Values
Statistics
5.114
0.000**
0.718
0.473
0.695
0.487
0.380
0.704
0.257
0.797
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ATT_ -> PF -> AEI_
0.234
0.234
PBC -> PF -> AEI_
0.100
0.100
PGS -> PF -> AEI_
0.040
0.040
SN_ -> PF -> AEI_
0.010
0.009
SV -> PF -> AEI_
-0.007
-0.007
** Significant mediated relationship at the .01 level (2-tailed)

0.066
0.035
0.021
0.023
0.020

3.527
2.857
1.906
0.411
0.357

0.000**
0.004**
0.057
0.681
0.721

Conclusion and Recommendation
Using an integrated and expanded model of the Theory of Planned Behavior and
Entrepreneurial Event Model, this study aimed to determine the factors affecting agribusiness
entrepreneurship intention among the Generation Z. It was found out that attitude towards
agribusiness entrepreneurship had a significant positive influence on agribusiness
entrepreneurship intention and it was mediated by perceived desirability and perceived feasibility.
Perceived behavioral control and perceived government support had significant positive influence
on perceived feasibility. However, only perceived feasibility had a mediating effect on perceived
behavioral control. Perceived desirability and perceived feasibility have significant positive and
direct relationship with agribusiness entrepreneurship intention but perceived desirability exerts a
stronger influence on agribusiness entrepreneurship intention than perceived feasibility.
Among all the factors, it is attitude towards agribusiness entrepreneurship that heavily
influenced both perceived desirability and perceived feasibility. Thus, efforts should be placed on
finding out the factors that positively or negatively affect attitude towards agribusiness
entrepreneurship, so that these can either be fostered or avoided as the case may be. Perceived
behavioral control and perceived government support had significant positive influence only on
perceived but not on perceived desirability. This means that even if the young people may perceive
that they may have the ability to put up an agribusiness enterprise and could count on government
help, they may not necessarily want to do so. Thus, it is important that interventions towards
promoting agribusiness entrepreneurship should target first those who have the desire to go into
agribusiness as the possibility of actually putting up their own agribusiness is likely to be higher.
Equipping the youth, in general, through training and providing other means may just lead to
failure and waste of time and resources.
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Abstract
Academic entrepreneurship pertains to the utilization of research output from universities
or research organizations to generate income by creating new businesses such as spin-offs. Faculty
members or graduate students become entrepreneurs through the commercialization of their
research. In this study, the theory of planned behavior was operationalized to determine if attitudes,
social norms, and perceived control of the researcher influences his or her entrepreneurial
intention. Faculty members and graduate students from various colleges in a Philippine private
university participated in the survey. Multiple regression was used to test the significance of the
antecedents of entrepreneurial intention. Entrepreneurial attitude and perceived control showed a
significant and positive influence on entrepreneurial intention due to the motivation factors of the
university and self-efficacy. Entrepreneurial attitude strongly predicts the entrepreneurial intention
of faculty members and research students.
Key Words: Academic entrepreneurship; theory of planned behavior; entrepreneur
intention; commercialization; innovation
Introduction
The Philippines ranked 73rd out of 126 countries in the 2018 Global Innovation Index. The
Index measures the innovation performance of countries. This rank is low, and the country’s
ranking has not moved for the past three years (Cornell University, INSEAD, & WIPO, 2018).
The factors identified as causing this situation were the low budget allotment for research and
development, the low number of engineers and scientists and, the poor industry-academe
collaboration (DTI, 2018). This situation spurred the formulation of the Philippine Inclusive
Innovation Industrial Strategy (i3S), an industrial policy that bridges innovation with
entrepreneurship creating an ecosystem promoting commercialization and dissemination of
research and development initiatives. Commercialization activities strengthen industry-academe
collaboration through knowledge transfer of research by licensing and creating start-ups or spinoff companies (Department of Trade and Industry, 2018). Academic entrepreneurship from spin813 | P a g e
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offs plays an important social role in job creation, business generation, and innovation
improvement (Miranda, Chamorro-Mera, & Rubio, 2017).
Aside from the missions of teaching and conducting research studies, universities have
grown interested in their third purpose, commercialization. This third purpose is a driver to
entrepreneurship and economic development (Rasmussen, Moen, & Gulbrandsen, 2006).
Researchers’ participation is required for the success of most commercialization projects
(Rasmussen et al., 2006). Therefore, identifying research scientists who have the intention to
become academic entrepreneurs is valuable to university policymakers and curriculum designers.
The identification helps in the integration of entrepreneurship training and education of researchers
and faculty members (Huyghe & Knockaert, 2016). Ozgul & Kunday (2015) defined an academic
entrepreneur “as a faculty or advanced level research student at a university who creates a new
organization and bring his or her innovation/invention/solution to market as a commercial
opportunity” (p. 1).
The theory of planned behavior (TPB) developed by Icek Azjen describes how intentions
lead to an individual displaying a particular behavior. Entrepreneurial Intention (EI) provides
insight into the complexities of entrepreneurship (Krueger, Reilly, & Carsrud, 2000). EI refers to
the mindset of becoming self-employed rather than being an employee which in this case is the
creation of a new company. Several pieces of research have identified the antecedents of EI. In
TPB, Social Norm (SN), Perceived Control (PC) and Entrepreneurial Attitude (EA) are the
determinants of EI. Perceived control refers to feasibility; social norm and entrepreneurial attitude
both describe the desirability part of EI (Sabah, 2016). There are published research papers that
tackle the EI of researchers in universities with strong industry linkages. Given the Philippines’
score on university-industry collaboration - 3.5 out of 7 (World Economic Forum, 2017) - it is
important to determine if the identified antecedents affect the EI of Filipino faculty members and
graduate students to engage in academic entrepreneurship through starting a spin-off company.

Figure 1. Operational Framework
Using the TPB and following the work on academic entrepreneurship intention by Miranda
and colleagues (2017) the operational framework (Figure 1) was constructed to explain the EI of
faculty members and graduate students through their EA, SN, and PC. The hypotheses thus are
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H1 Faculty members’ and graduate students’ entrepreneurial attitude (EA) significantly affect
their entrepreneurial intention (EI).
Faculty members are more likely to engage in commercialization if activities involve
reputational and career advantages and intrinsic satisfaction rather than financial gains (Lam,
2011). Researchers such as the faculty members and graduate students exert effort and time to
academic entrepreneurship if the activities provide professional stimulation and application of
research knowledge (Goethner, Obschonka, Silbereisen, & Cantner, 2012).
H2 Faculty members’ and graduate students’ social norm (SN) significantly affect their
entrepreneurial intention (EI).
Social environment’s perception of entrepreneurship affects the EI of the researcher. Social
environment perception includes that of family’s, peers’, and colleagues’. Workmates who have
founded their own companies make researchers believe that entrepreneurship is favorable
(Abdullahi & Zainol, 2016; Goethner et al., 2012).
H3 Faculty members’ and graduate students’ perceived control (PC) significantly affect their
entrepreneurial intention (EI).
Perceived control refers to the perceived feasibility of carrying out the behavior. Perceived
control can be assessed through self-efficacy (Sabah, 2016). Self-efficacy is the individual’s belief
in his/her capacity to achieve a goal or attain a certain performance. Perceived control measures
the belief of the individual to overcome the perception of risks in the financial, technological, and
legal environment of start-ups and new businesses. Past studies suggest that faculty members and
scientists who have positive social norms and entrepreneurial attitude to entrepreneurship but have
low perceived control over their behavior may have weak entrepreneurial intention. This situation
is supported by self-efficacy as a mechanism to overcome perceived uncertainties (Goethner et al.,
2012).
Methodology
Sample
The sample consisted of faculty members and graduate students from a Philippine private
university. The survey questionnaire was distributed online through email addresses. Certain
faculty members were requested to collaborate as there was a low response rate. The survey
gathered a total of 39 valid responses. Table 1 contains the demographics of the respondents.
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Table 1
Demographics
Universe
Data Collection
Sample Size
Field Work
Gender
College

Educational Attainment

Graduate students and faculty members of a private university
Online survey
39 completed questionnaires received
March 2019
Sample
Percentage
Men
17
43.51
Women
22
56.41
Science (S)
26
66.67
Engineering (E)
9
23.08
Business (B)
4
10.26
Bachelor’s Degree
25
64.10
Master’s Degree
12
30.77
Doctoral Degree
2
5.13

Research Design and Analysis
The effects of social norm, entrepreneurial attitude, and perceived control on
entrepreneurial intention of researchers were observed in this study. The design of the research is
causal-explanatory. Data collection is through communication style, and ex post facto study since
online survey questionnaire was utilized to gather information from researchers in the university.
This was statistically analyzed by identifying the extent and nature of the cause-and-effect
relationships. The questionnaire consisted of demographic information and personality questions
related to the independent variables identified.
A five-point Likert scale with the extent of agreeing (1=strongly disagree; 5=strongly
agree) was used in the survey questionnaire (Miranda et al., 2017). Entrepreneurial intention (EI)
to engage in entrepreneurial activities that will commercialize their research was assessed through
5-item questions. Entrepreneurial intention was treated as the dependent variable. Entrepreneurial
intention like social norms (SN), entrepreneurial attitude, and perceived control were measured
through 5, 4, and 9-item questions, respectively.
Aside from the descriptive statistics, correlation and regression analyses were used to
determine the relationship between the variables. Correlation analysis measured the strength of
relationships of each independent variable to the dependent variable, while regression explained
the influence of the independent variables on entrepreneurial intention. The statistical tool R was
used in the analyses of values.
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Results
The model was tested for reliability using R. The Cronbach alphas of social norm (SN),
entrepreneurial attitude (EA), perceived control (PC) and entrepreneurial intention (EI) are .82,
.84, .94 and .82 respectively suggesting good reliability among the indicators of each construct.
Table 2 shows the descriptive statistics of the demographics and antecedents of EI.
Table 2
Descriptive Statistics
Age
Years of Work Experience (W.E.)
Social Norm (SN)
Entrepreneurial Attitude (EA)
Perceived Control (PC)
Entrepreneurial Intention

Mean
26.3
3.64
3.73
3.91
3.14
3.09

Median
24.0
2.00
3.80
3.75
3.22
3.00

Mode
23.0
0.00
4.00
3.75
4.00
3.20

S.D.
6.48
4.61
0.73
0.63
0.95
0.76

Table 3 shows the correlation between SN, EA, PC, and EI. Among the variables, EA and
EI have the highest absolute r value. EA and EI are strongly positively correlated, r(37)= .627, and
are significant (p < .001), similar to the PC and EI relationship.
Table 3
Correlation coefficients
Variables
SN

EA

Pearson’s r
p - value

SN
1.00
-

PC

EA

Pearson’s r
p - value

.455
.004

1.00
-

PC

Pearson’s r
p - value

.575
<.001

.270
.095

1.00
-

EI

Pearson’s r
p - value

.408
.010

.627
<.001

.608
<.001

EI

1.00
-

Table 4 shows the regression results of the variables in two models. Model 1 refers to
regressing the antecedents SN, EA and PC on EI, while Model 2 represents the independent
variables with the demographics regressing on EI. The demographics considered were age, years
of work, college, and educational attainment to increase R2 from .614 to .700 with Master’s degree
attainment p = .044 significantly and positively influencing EI. Both models show that
independent variables EA and PC as positively influencing EI given the p = < .05 and with positive
estimates. The results of the regression indicate that the predictor explained 59.3 percent of the
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variance (R2 = .700, F(10,28) = 6.53, p < .001). SN (ß = .020, p = .908) does not significantly
predict EI. The regression equation for the model is as follows:
EI = -.156 + .020SN + .453EA + .561PC + .274GenderMale + .458CollegeScience +
.566CollegeEngineering - .043Age + .006Years of Work Experience + .298Educational
AttainmentDoctoral + .583Educational AttainmentMaster’s.
The reference categories are Gender- Female, College- Business and Educational
Attainment- Bachelor’s Degree. This result accepts H1 and H3 while rejecting H2.
Table 4
Multiple regression with EI as the dependent variable
Model
Predictor
ß
SE
t
p
R2 Adj.R2
1
Intercept
-.263
.541 -.487 .629 .614 .580
SN
-.164
.144 -1.14 .263
EA
.662
.142 4.66 <.001
PC
.438
.102 4.28 <.001
2

Intercept
SN
EA
PC
Demographics
Gender M
College S
College E
Age
W.E.
Educ. Att.
(Doctoral)
Educ. Att.
(Master’s)

-.156
.020
.453
.561

.806
.172
.173
.125

-.194
.116
2.61
4.48

.848 .700
.908
.014
<.001

.274
.458
.566
-.043
.006
.298

.177
.301
.316
.029
.036
.417

1.55
1.52
1.80
-1.49
.165
.724

.133
.139
.083
.149
.870
.475

.583

.277

2.10

.044

.593

Discussion
This research used the theory of planned behavior to explain the EI of researchers, such as
faculty members and graduate students in a Philippine private university. The model explains 59.3
percent of the variance of EI, which is close to the value derived by Miranda and colleagues (2017).
Empirical values also indicate that SN has no significant relationship with EI, which was also
claimed in some academic entrepreneurship literature (Krueger et al., 2000; Miranda et al., 2017).
Social environment includes family support, university culture, and colleagues’ influence. Social
environment with low entrepreneurial sensitivity does not influence the entrepreneurial intention
of the researchers. EI of the university faculty and graduate students is driven by personality.
Despite the low relevance of SN to EI, the Philippines has the highest societal perception of
entrepreneurship among ASEAN countries.
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The significant influence of PC on EI verifies the findings of The Philippine
Entrepreneurship Report 2015-2016 (Velasco et al., 2017) which indicated that 70 percent of
Filipinos believe that they can become entrepreneurs. In line with the vision-mission of the sample
university to be that of a research university, faculty members and students are driven to generate
valuable researches beneficial to the society. University faculty members and graduate students
are more likely to engage in academic entrepreneurial activities since research outputs are valued
as criteria for promotion or university-wide recognition (Lam, 2011).
Entrepreneurial support systems have vastly improved over the years. Entrepreneurship
training and education, technology transfer offices, incubators, partnerships with public and
private organizations and other support mechanisms are continuously being developed to improve
the entrepreneur and innovation ecosystem (Department of Trade and Industry, 2018; Garcia,
2018). Entrepreneurial training and perception of business environment significantly influence
researcher’s PC (Miranda et al., 2017).
Conclusion and Recommendations
The theory of planned behavior was explored in this study in the context of academic
entrepreneurship. Among the antecedents of entrepreneurial intention (EI), perceived control (PC)
and entrepreneurial attitude (EA) significantly influences EI. The intention to start an enterprise
relates to personality factors such as PC and EA.
The study has implications for entrepreneurs, policymakers, and academe. Policymakers
should continue in developing and updating programs and strategies such as the i3S framework to
stimulate researchers to engage in entrepreneurship programs such as technology transfer,
commercialization, or start-ups.
Moreover, applied research outputs can be considered as a performance indicator of
universities to encourage technology transfer. Academic leaders can consider injecting an
entrepreneurial culture in the university by incorporating entrepreneurial activities in the
development plan of faculty members or researchers. As EA depends on personality, academic
leaders can improve the rewards system of researchers, not only focusing on teaching (for faculty)
and basic research, but also on technology transfer outputs such as licensing of patents, starting of
spin-offs, etc. Doing so can foster the ‘third mission’ of an educational institution aside from
teaching and basic research, which is the commercialization of research for entrepreneurship and
economic development (Huyghe & Knockaert, 2016).
The study is cross-sectional and faced challenges in identifying the causal relationships
between the variables. Moreover, to verify if intentions will lead to behavior or action, a
longitudinal study can be performed. Other potential variables influencing EI can be explored to
increase the total percentage of explained variance. Since the survey was done online, there was a
low response rate. Increasing the number of respondents may provide a more holistic view of
academic entrepreneurship. Moreover, this paper can be used for comparative research such as
analysis of academic entrepreneurship in public and state universities.
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Abstract
Purpose: The sport industry is one of the fastest growing sectors globally averaging at least 4%
per annum. With increasing interest in sport-based entrepreneurship, the research aims to explore
the determinants and the development of sport entrepreneurship in the Philippines.
Method: The data will be collected through in-depth interviews with selected sport entrepreneurs,
sport enterprises, and sport organizations. General guide questions will encompass Gartner’s 4
variables: the entrepreneur, the process, the structure, and the environment. Included is a review
of influential literature on sport entrepreneurship, athlete entrepreneurs, and sport innovation. The
study will be conducted via non probability sampling of 24 to 30 companies representing 10 sectors
like events management, gym facilities, sport apparel and the like. Using the conceptual
framework of innovation in sports by Nova (2015), we will arrive at the conclusions using constant
comparison / grounded theory.
Significance: The study aims to make a contribution towards understanding the importance of
sport development to the Philippines, not only as an untapped source of economic growth but in
serving as a platform that address various sustainable development goals such as education, health,
and social change. The study also hopes to contribute to existing theory especially insofar as
creating the value chain framework for sports, and to document the materials gathered for
education and publication purposes.
Key Words: athlete; sport entrepreneurship; sport innovation; social entrepreneurship;
sport entrepreneur

Introduction
Entrepreneurship plays an integral role in alleviating poverty and promoting inclusive
growth. Small to medium sized enterprises in the Philippines comprise 99.6% of registered
businesses and employing 70% of the labor sector. The Global Entrepreneurship Monitor of 20152016 further cites that the biggest industry sector is in wholesale and retail business at 46.5%,
followed by accommodation and food service industry at 13.3% (Velasco et al., 2017).
Opportunities abound to develop or exploit previously untapped business industries such
as technology and agriculture, given the right enablers and government support. Sport is one such
sector and sport-based entrepreneurship is gaining increased attention due to the political and
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socio-economic importance of sports (Ratten, 2017). The phenomenon of the modern day
Olympics has precipitated the commercialization of sports, which today impacts various business
sectors such as broadcasting, fitness, tourism, and retail, to name a few. The global sport industry
is estimated at $600-700 billion with growth rates of at least 4% annually since the year 2000
(KPMG, 2015), notably in the BRIC countries (Collignon et al., 2014). Nielsen's 2017 report on
the commercial trends in sports forecast is the rise of new sporting powers, led by China.
According to a Social Weather Stations (SWS) survey conducted in 2008, it revealed that
“93% of adult Filipinos feel proud when Philippines does well in international sports or games.”
Even the United Nations has acknowledged the societal role that sport participation plays in health,
education, and sustainable development (Beutler, 2008.)
In addition, many governments regard sports as a vital economic driver, thus creating a
separate industry statistic called the Gross Domestic Sports Product or GDSP, a component of the
GDP which sums the value-added sport products and services in one country every year (Hirose,
2004). To compare, Canada with its population of 33.7 Million had a GDSP of 3.3% in 2017 and
employing 118,000 jobs, largely fueled by organized events, education and training (Statistics
Canada, 2017, 2019).
Finally, there is probably no other industry as socially intertwined as sports is due to the
deep, at times, irrational, emotional or loyal attachment by fans to their athletes and teams (Chalip,
2006). However, success in the sport industry is also dependent on having the skillsets and
knowledge on the nuances of managing sport (Nova, 2014). Hence, the socialization value,
economic significance, and psychic income of sport legitimizes its importance in the sphere of
public and private agenda – the development of which needs to be optimized by identifying the
factors that facilitate or inhibit its growth.
Literature Review
The study of sector-based entrepreneurship assumes that entrepreneurship within a
particular sector operates within a different set of contextual factors (De Massis et al., 2018).
Therefore, the aim of the literature review is to define and showcase the unique aspects of sport
entrepreneurship, its concept, application, as well as research gaps.
Selection of the literature was performed using the EBSCO discovery service tool, Taylor
and Francis databases, and Google Scholar. The keywords “sport* entrepreneurship”AND “sport
management” AND “athletes” initially yielded 26,268 peer-reviewed journals. Further purposive
sampling led to limiting the journals for review to 20 papers that include discussion of the
development of the theory of sport entrepreneurship, its connection with innovation and social
orientation, and the entrepreneurial behavior of firms and athletes.
Sport industry
Sport has been defined in various context from the lens of physical education, sport
sociology, business and recreation. In its broadest sense, sport “is any activity, experience or
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business enterprise focused on fitness, recreation, athletics or leisure” (Pitts et al., 1994). The
earliest forms of formal sports date back to 776 B.C. with the ancient Olympic Games staging
competitions such as wrestling, disc and javelin throwing (Bellis, 2019).
Similarly, there is no unified theory of entrepreneurship, though most involve dynamic
generative processes that will lead to venture creation (Lumpkin & Dess, 1996). The opportunitybased entrepreneurship theory is attributed mostly to Peter Drucker (2015) in that he defines the
entrepreneur as one who is able to search for possibilities, created by social, technological and
cultural changes, responds to it, and exploits it as an opportunity.
Sport historians have attempted to establish the sport and entrepreneurship connection by
citing the business activities which emerged as a result of sport participation. In relation to a
particular soccer event in England during the 19th and 20th century, Professor Alan Metcalfe noted
that the sport club would have to undertake steps to stay-in-business by way of “acquisition and
maintenance of facilities, supplies and players; the staging of events, the minimization of costs,
the garnering of publicity” (in Porter, 2018).
Historians agree that the growing urbanization and capitalist systems of Europe and North
America at the turn of 20th century was pivotal to the rise of contemporary sport. Baseball, tennis,
boxing, and golf were the popular leisure activities for clerks and sales staff, a key market for
sports comprising 11% of the workforce, to escape the stress and drudgery of urban-industrial life
(Hardy, 1997). As such, Stephen Hardy (1986) had proposed a tripartite commodity Sector from
where sports have produced innovative products and services: game form, sport services, and
sports goods and facilities.
The rise is sport consumption and commercialization continued throughout the century.
Athletic departments of universities which operate as autonomous units soon were under pressure
to raise funds, which physical educators and athletic administrators were ill-equipped to handle at
the time. Dr. Earle Zeigler, a former athlete turned administrator, developed sport management
education – to impart management skills “within the context of an organization or department
whose primary product or service is related to sport or physical activity” (Zeigler, 1987).
Several researchers would later modify Hardy’s tripartite categorization. To capture the
breadth of the sport businesses, Dr. Brenda Pitts et al. (1994) created a model based on Michael
Porter theory of industry segmentation; where industry is defined as a “a market in which similar
or closely related products are sold to buyers”. Sport businesses were categorized into 3 main
clusters according to buyer and seller types: sport performance, sport product, and sport promotion.
See figure 1. Consequently, the sport definition was expanded:
“as used in contemporary sport management and in relation to the sport business
industry, (sport) is a broad concept term to denote all people, activities, businesses,
and organizations involved in producing, facilitating, promoting, or organizing any
sport business, activity, or experience focused on or related to fitness, recreation,
sports, sports tourism, or leisure.”
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Figure 1. Sport industry segmentation model (Pitts et al., 1994)
On the other hand, Wray Vamplew categorized his sport products as those directed either
to the player (or participant), spectator, and associated products. These goods may or may not
possess the same characteristics as durability, predictability, and complementarity. He also
acknowledges that not all outcomes of sport ventures are ethical as in the case of game fixing,
doping, cheating, and the like. He referred to these as “dark” products, done by “dark”
entrepreneurs and who undermine the integrity of sport. In addition, sport entrepreneurial
intentions may be classified as direct income seeking, indirect income seeking, psychic income
seeking (the “feel good” factor), and non-profit promotional activities (Vamplew, 2018a, 2018b).
Sport and Entrepreneurship
The rise of sports as a burgeoning industry today is testimony to successful entrepreneurial
and innovative processes at work. Though business and professional disciplines have been applied
to the sport context, giving rise to specialties such as sport marketing, sport law, sport finance,
there have been limited integration from the perspective of entrepreneurship.
Dr. Vanessa Ratten may have been the first to nominate for a separate theory to connect
entrepreneurship with the sport management field, calling it, initially, “sports-based
entrepreneurship” in her inaugural research on the topic. She cites some of the previous references
to entrepreneurship in sport: from Spilling's (1996) evaluation of the economic impact of the
Winter Olympic Games in Lillehammer in 1994 to Ball's (2005) emphasis on entrepreneurship
education to enable managers to meet changing consumer demands for the leisure, sport and
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tourism sectors. It was also in this research that she incorporates “innovation” as occurring in
various instances such as through the sport teams, sport organizations and athletes, when devising
strategies to improve performance and recently, with the aid of statistical software. Including the
scaling and internationalization of professional sport leagues through franchising to teams in the
North America and Europe (Hardy, 1997).
Technology was also a factor in sport innovation which lead to the creation of web-based
betting, sport social media, and video games (in Mullin et al., 2007). Statistical analysis conducted
by Hayduk & Walker (2017) of sport business trends showed that investments in digital media and
e-sports increased dramatically since 2009, and will continue to show the highest growth in the
years to come. Innovation also figured in the development of new sports, sport tourism, and
extreme sports such as scuba diving, rock climbing, bungee jumping etc. coinciding with the
development of safer sporting gear (Kurtzman, 2005).
Social and cultural innovation was evident through the use of sport branding, athlete
endorsements, corporate philanthropy (Hardy, Norman, & Sceery, 2012), and in marketing of sport
apparel to non-athletes, where today, half use activewear for “nonactive use, as casual and
everyday-wear”, otherwise known as athleisure clothing (Studeman, 2014).
To demonstrate the various aspects of sport entrepreneurship, Ratten, in a follow-up study
proposed two (2) basic frameworks (Ratten, 2011b). Figure 2 pertains to the “dynamic aspects of
sport-based entrepreneurship” which notably includes “sustainability concerns” and “crisis
management” – as sport organizations take into consideration risks and environmental issues
especially when organizing mega sporting events such as security exposure of huge crowds or
building of multi-use sport facilities.

Figure 2. Dynamic aspects of sport-based entrepreneurship by Ratten (2010)
Figure 3 lists the categories representing the various settings where sport and
entrepreneurship can occur. The “community-based” Sector represents the non-profit
organizations who partner with local groups in using sport activities for social change or
826 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

development goals. Ethic or immigrant entrepreneurship is meant for activities
marginalized or discriminated minorities in sports.

engaging

Figure 3. Sport-based entrepreneurship categories by Ratten (2010)
In her pioneering work, Ratten defined sport entrepreneurship “any form of enterprise or
entrepreneurship in a sports context”, implying the interdisciplinary perspective required in sport
management. She also adapted the definition provided by The Sport Journal (vol.115 no.2), to
describe the sport entrepreneur as “a person that organizes, operates, and assumes the risk for a
sport-related business venture”. In her thesis, she attributes innovation, risk taking, proactiveness,
and value creation to sport to the sport entrepreneur. (Ratten, 2010). Tjønndal (2017) would later
build upon the frameworks of Ratten to develop her typology of sport innovation to include
external factors, marketing and management considerations. Her aspects of sport innovation
include: technological, institutional change, entrepreneurship, social issues, management and
leadership, emergence of new sport, and market influenced change. Here, Tjønndal also includes
the undesirable incidence of unethical innovation, akin to Vamplew’s concept of “dark”
entrepreneurship. Sport innovation was purported to occur in social, technological, commercial,
community-based, and organizational spheres.
Innovation in sport and among sport entrepreneurs became more sophisticated with the
combination of several activities that paved the way to creating more sport products and services.
Dilwyn Porter (2018) built upon the tripartite commodity product concept anew to create 3
provisional sport entrepreneurship categories, namely: parasitic, strategic, and symbiotic. Parasitic
categories refer to the creation small business activities being created as result of an event as in
the case of staging competitions. “Strategic” may refer to 2 unrelated products or service, but
combined to serve a sport purpose – as when sport events led to the creation of transport systems
to cater to the influx of people. And finally, in the case “Symbiotic”, new combinations arise as
when covering a sport event led to the rise of sport journalism. However, competitive advantage
may not lie in tweaking the traditional offerings of products, price, promotion, or placement. But
rather, by including intangible experiences and social interactions through sport (Hayduk &
Walker, 2017).
However, Jana Nová (2015) may have successfully married the intrinsic features of sport
and its influence upon the theory of sport entrepreneurship, using the 10 types of innovation created
by consultant Jay Doblin (https://doblin.com/ten-types), and ultimately setting sport
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entrepreneurship apart from other sectoral types. Where the sheer unpredictability of sport
consumption and sport competition make it expedient to create innovative, multi-disciplinary and
risk mitigating strategies. See Table 1.
Table 1
Influences of the specific features of sport on sport entrepreneurship (Nová, 2015)

Sport, Social Entrepreneurship, and Athlete Entrepreneurship.
Sport is seen as an agent of positive change (Bjärsholm, 2017). Though the social value of
sport has long been recognized, as evidenced in fostering of community spirit as well as economic
impacts in the staging of sporting events (Chalip, 2006), several researchers would eventually
embed social orientation into the theory of sport entrepreneurship, or in other cases, as social
entrepreneurship in sport. While Ratten defined the latter as the pursuit of social goals and
achieving financial benefits in sports, she also highlighted the role of social capital and social
networks as means that an entrepreneur can leverage those resources for economic advantage
(Ratten, 2011a, 2015a).
In their evaluation of the sport policies of Sweden, Peterson & Schenker (2017) successful
social entrepreneurship in sports will need to define the social element combined with
entrepreneurship and sports. That said, having both a societal and financial oriented strategy, for
either a profit or non-profit sport organization, is imperative for sustainable sport-related activities.
In the research of Bjärsholm using Gartner’s 4 variables of how entrepreneurship occurs, he
emphasized the “environment” variable in that institutions such as companies, financiers, and
organizations may greatly influence the sport entrepreneur on the kinds of activities he can pursue
(Bjärsholm, 2017).
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Athletes, like sport, have unique traits that make them suitable for entrepreneurship.
Athletes experience varying levels of physical risk given the unpredictability of sport competition
(Ciletti, 2009). Studies also note the general characteristic of athletes compared to non-athletes as
more outgoing, exhibit higher social adjustment, prestige and social status, and self-confidence.
They are also more emotionally stable, less compulsive and have greater tolerance for physical
pain (Eysenck et al.,1981)
Historian Stephen Hardy notes that large scale manufacturing of sporting goods which
flourished around the middle of the 19th century, gave rise to two types of entrepreneurs: the first
were those who diversified into new participant sports (ex. baseball as evolving from cricket) and
second, athletes and former athletes who pursued sport-related businesses. Hardy placed the sport
entrepreneur as the key figure in innovation in sport (as in the case of pitcher Albert Spalding, who
co-founded the A.G. Spalding sporting goods company). As entrepreneurs are innovators, profit
seekers and risk takers, Hardy felt that sport entrepreneurs where profit seekers and risk takers to
a lesser degree (Hardy, 1986).
Notwithstanding, those with a background in sport may have a differential advantage in
identifying and exploiting a sport business opportunity. Such was the thesis of Ratten's (2015b)
concept paper on athletes as entrepreneurs: that athletes inherently possess the essential human
capital, performance, and appearance – culled from their sporting past both on and off the field –
that can be leveraged towards future entrepreneurial ventures. Even sport students exhibit higher
enterprising ability and propensity for entrepreneurship compared to non-sport students (Holienka
et al., 2018). Athlete entrepreneurs were also found to exhibit social orientation. The main
motivation for athletes who enter into sport business, at times, after retirement or forced stoppage,
is the desire to remain connected to sport and to derive income, though the latter was a secondary
consideration (Ratten & Miragaia, 2019). But more interestingly, Hemme et al., (2017) relayed
how their case study of fitness entrepreneurs revealed their desire to “share” their knowledge and
deemed themselves as facilitators of physically and emotionally transformative experiences.
However, possessing such traits in athletes may not necessarily translate to entrepreneurial
success without capacitating them with the proper skillset. In the course of determining the
learning needs of rugby players, Kenny (2015) created a multi-dimensional framework that
emphasized experiential learning while considering the context, desired outcomes, pedagogy, and
means for assessment.
Discussion and Implication
In the course of arriving at the theory for sport entrepreneurship, researchers have had to
derive aspects from mainstream entrepreneurship while at the same time, search for evidence that
is grounded in sport phenomena. For the most part, sport entrepreneurship was founded on
Schumpeter’s theory of innovation, generated from combinations of activities that resulted to the
creation of other products and services. Subsequent studies emphasized the intrinsic social
orientation of sports with sports being used as a means to achieve social change. Finally, resource
based theory of entrepreneurship was used to link the athlete’s human capital, his vast networks
that will determine sport entrepreneurship.
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However, the sport industry proved to be unique and more complex from other industries
in terms of its social relevance, marketability, and universal appeal that makes it a challenging
enterprise. But who better to exploit economic opportunities in sport than those who have intimate
knowledge and have the necessary personality traits and competencies for entrepreneurial success
– the athletes.
From the 20 articles selected for literature review, half were concept papers, three were
systematic reviews, the rest were qualitative and quantitative studies. See Table 2, table of selected
literature review. As an emerging field of research, the majority of studies have been done in the
United States, understandable because of its well-developed culture of sports. The top 3 common
research areas that were analyzed using bibliometric methods were: 1) technology innovation
products and services approach, 2) sport entrepreneurship, management and education approach,
and 3) determinants of innovation in sport organizations approach (González-Serrano et al., 2019).
Research implications, especially for the Philippines, are numerous. From the organization
perspective, to study further the different types of sport innovation in various settings such as
community development, for-profit organizations, schools sports, for social change and the like.
From the entrepreneur perspective, to engage in longitudinal studies of successful athlete
entrepreneurs; to determine the barriers, enablers and contextual factors that lead them to develop
knowledge-related sport businesses. Finally, to propose frameworks that will outline the value
chain of sport development, whereby gaps or redundancies of sport production, sport delivery and
sport consumption in various categories may be addressed. Thus, espouse optimum use of
resources from public or private channels towards achieving the economic and social goals for
sports.
Research Questions
The extent of the GDSP in most ASEAN or Asian countries is little known, with the
exception of Malaysia, who pegged its estimate at 0.5%. As with Thailand, Japan, or China, the
Malaysia government is setting policies to increase sport consumption mostly through sport
competitions, sport tourism, and facilities. (in AASM 2015, 2019). This underscores the
importance of the sport industry as a source of economic growth and as a means to achieve the UN
Sustainable Development Goals e.g. gender equality, poverty alleviation.
In the Philippines, we see evidences of sport entrepreneurship in sport retailing (Toby
Sports), apparel (Habagat), events management (RunRio) and events facilities (SM Mall of Asia)
to name a few. Without a separate index for the local sport industry, these businesses are clustered
under their mainstream counterparts in the DTI registry, thus escaping detection. That said, the
Philippines, including Asia, remains a wide open field for research opportunities in how sport
entrepreneurship is practiced, exemplified, and innovated in our context. With it, to explore how
we may design and incorporate entrepreneurial education, especially for sport students and athletes
(González-Serrano et al., 2017).
For our research, we will use adapt the “conceptual framework of entrepreneurship in sport
based on innovation” by Nová (2015). See Figure 4. The said framework links specific features of
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sport with Doblin’s ten types innovation and Ratten’s (2011) seven categories of sport-based
settings to identify the contributory factors to sport entrepreneurship.
Therefore, the main purpose of this research is to identify the development and practice of
sport entrepreneurship in the Philippines. To determine the contextual factors, including sportrelated factors, that may have contributed to the entrepreneurial behavior of the sport entrepreneur.
Finally, to utilize the knowledge to formulate entrepreneurial sport policies that will address the
gaps in the delivery and consumption of sport towards meeting the country’s developmental goals
e.g. education, health, economic and social.

Figure 4. Conceptual framework of entrepreneurship in sport based on innovation by Nová
(2015)
Methodology
Research Design
In the course of developing a contextual theory of entrepreneurship for the Philippines, we
will use the qualitative method and gather data through building ethnographic case studies on sport
businesses in the Philippines. Such an approach will enable the interviewer to discover revealing
data, which are to include historical accounts until the current situation. The general interview
guidelines will follow the elements formulated by Gartner: the individual (entrepreneur), the
organization (structure), the process (how venture was created), the environment (how variables
relate to context).
Sampling and Data Collection
Selection of subjects is based on purposive sampling in order to cover a wide variety of
cases. The general criteria are: subject has had at least 5 years of operation, has capitalization of
at least Php 3 Million, provides recognizable sport products or service. As gleaned from the
literature review, these subjects will cover a cross section of individuals (athletes, coaches,
businessmen, public servants), private companies, non-profit organizations, and government
institutions.
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While the selected entities have had relative entrepreneurial successes, we will include
instances where there were failures encountered in order to evaluate the relevant causes. In the
interim, we designated 10 sectors representing majority of the sport-related businesses in the
Philippines, or where sport innovation was observed. In so doing, an average of 3 cases were
identified per sector as follows (note: detailed rationale may be furnished upon request):
Sector 1: Gyms and Sport Facilities
a.) Anytime Fitness Gym
b.) Mall of Asia Arena
c.) Cebu Coliseum
d.) SGS Stadium Basketball Court
Sector 2: Sporting Goods Manufacturing and Retail
a.) Kaypee Philippines into Accel Sports
b.) Sandugo Outdoor Gear
c.) Habagat of Cebu
d.) Toby’s Sports
Sector 3: Sport Events
a.) Run Rio
b.) Road Bike Pilipinas
c.) Sunrise Events
Sector 4: Sport Governance
a.) The Road to Self Sufficiency: Philippine Taekwondo Association
b.) Philippine Collegiate Sports: UAAP, NCAA, Fil-Oil etc.
Sector 5: Sport Leagues
a.) The Rise and Fall of the Metropolitan Basketball Association
b.) The United Football League
c.) The Development of Philippine Volleyball Leagues: Shakey’s V-League and Philippine
Super Liga
Sector 6: Sport Marketing
a.) Milo BEST
b.) Barangay Ginebra
c.) E Sports
Sector 7: Sport Media
a.) ABS-CBN Sports
b.) Sports Interactive Network Philippines (Spin.ph)
c.) Anthony Suntay
Sector 8: Sport Tourism
a.) Cordillera Conservation Trust
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b.) Dahilayan Adventure Park
c.) Boracay International Dragon Boat Festival
Sector 9: Sport Training
a.) Jim and Toni Saret
b.) Focus Athletics Gym
c.) Bert Lozada Swimming School
Sector 10: ACA (Athletes, Coaches, and Agents)
a.) The Economics of Manny Pacquiao
b.) The Blur Identity: Jayson Castro
c.) Knocked Down but Never Out: MMA Fighter Edward Folayang
d.) Breaking the Barrier for Women Coaches: Ewon Arayi
e.) The Fine Line between Sports and Entertainment: Dondon Monteverde
f.) The Accidental Coach: Tim Cone
The aim is to have at least two (2) cases per sector.
Data Collection and Planned Analysis
Participants will be notified of their nomination to be interviewed and will be briefed about
the project in person. The subjects must agree to be videotaped where the outputs may be used for
creating video content or written material for educational and publication purposes. A research
consent form will be provided and will necessitate the participants’ conforme. Data may also come
from secondary sources such as news articles, business data and the like. To arrive at our concepts,
we will use grounded theory.
Budget and Timeline
The project will summary of the estimated budget to implement the research is described
below. The items cited cover the interview process, documentation, and assumptions of video
archiving and book publication, amounting to Php 2.9 Million. This serves as reference for
finalizing the figures for fund raising purposes.
Particulars
Professional
Fees
of
Researchers / writers /
transcribers
Videography
Proofreading
Editing
Layout
Printing and Publication
Exposition/Launching

Amount (Php)
1,750,000
150,000
75,000
100,000
50,000
400,000
200,000

Project Timeframe

Timeframe to Raise
Funds

February to April

February

February to April
TBA
TBA
TBA
TBA
TBA

February
TBA
TBA
TBA
TBA
TBA
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Sub Total
Administrative Fee

2,675,000
175,000

TOTAL

2,900,000
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Abstract
The purpose of this research is to replicate the model of Mair and Noboa (2006) with
regards to the four antecedents that they were able to identify and apply it to the Filipino seafarers
in examining to what extent these antecedents predicts their social entrepreneurship intention. The
model also suggests how the prior experience to social undertaking will be included as a variable.
In this context, statistical analysis was conducted on the data obtained from 223 seafarers who are
finished with their Maritime Training at Power Link Training center. The researcher will ask them
to fill out all information pertinent to them as well as answer all the questions provided in the
survey questionnaire. The scales developed by Hockerts (2015) will be used to operationalize
social entrepreneurship intention and its relationship with the antecedents. It should be noted
though that the researcher will be profiling the seafarers as to those who took a training course at
Power Link and those who are already embarking a seafaring career and not to those who are just
fresh graduate and have no experience in seafaring. The result of the research showed that seafarers
who have prior experience with their organizations in doing corporate social responsibility to
different sectors of the society predict and seafarers who wants to pursue social entrepreneurship
by themselves predicts their social entrepreneurial intention.
Key Words: Social Entrepreneurship, Filipino Seafarers, Antecedents, Prior Experience

Introduction
A Seafarer refers to any person who is employed or engaged in any capacity on board a
seagoing ship navigating the foreign seas other than a government ship used for military or noncommercial purposes. Seafarers are a unique occupational group who are recruited by international
manning agencies and work under contract on board ships of different kinds: merchant cargo and
container ships, deep sea fishing vessels, and cruise ships.
The Philippines continues to be a significant supplier of seafarers in the global labor market.
Different crewing managers and their foreign principal may agree that the most important people
in any shipping company are their seafarers. These foreign principals are very particular and have
vested interest in Maritime training because it’s the seafarers which forms part as the foundation
from which they do their business. Our seafarers enjoy the trust of many foreign shipping vessel
owners. Filipino seafarers are known all over the world for their traits of being hardworking,
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flexible, reliable, and proficient in English. Recent studies show that seafarers from China have
already overtaken Filipinos as major producer of seafaring personnel. A recent article from Pia
Brago and Helen Flores for Philstar (Phl still fails to meet EU maritime education standards, 2013)
stating that our country continue to fail to meet European Union (EU) standards on maritime
education and training and competency certificates. The result of these will be a deterioration on
the quality of Filipino seafarers and worse, that Chinese or other nationalities might be the
preferred choice. This open the doors for Filipino seafarers to pursue social entrepreneurship as a
means of livelihood if the demand for Filipino seafarers continue to decline.
This study seeks to test the relationship between the antecedents being describe by Mair
and Noboa (2006) and how it may predict the social entrepreneurship behavior of Filipino seafarers
given the aforementioned challenges and situation brought about by the impact of changes brought
about by external and internal factors. Understanding these antecedents may help maritime training
centers in rethinking and reassessing whether their existing programs may contribute in
influencing the seafarers to pursue social entrepreneurship. The maritime manning agencies may
also use the result of this study in designing in-house programs that may inspire their seafarers to
jump-start their social entrepreneurial intention. The research work of Kautonen, Luoto, &
Tornikoski, 2010 describe how a person’s prior work experience can influence an entrepreneurial
intent. Trying to address the absence of empirical studies for these antecedents of social
entrepreneurial intention is an interesting phenomenon that the researcher intends to understand
better.
There are several unique aspects of social entrepreneurial framework that requires a
modification of the conventional models used in the theory of planned behavior of Ajzen (1991)
and other entrepreneurial intention models. They posit that four antecedents of social
entrepreneurial intention will be replacing the original constructs in the model. According to them,
empathy may substitute for attitude, moral judgment may substitute for social norms, and finally,
self-efficacy and perceived presence of social support may substitute for perceived behavioral
control. (Mair and Noboa, 2006)
The study seeks to test the relationship between the four antecedents that Mair and Noboa
(2006) proposed that influences the behavior of an individual to pursue social entrepreneurship.
Specifically, this model will be tested among Filipino seafarer as it is assumed by the researcher
that they exhibit the characteristics of those antecedents mentioned as describe in the literature. It
gives us an idea that Filipino seafarers is a segment in the population that may also be interested
to pursue social entrepreneurship. Findings from this study will be helpful for different sectors of
the Maritime Industry. For the manning agency sector, much as they are focused on company
profits and revenues, making seafarers competitive as far as their skills are concerned, they are
also responsible for sustaining their livelihood by exposing them to various entrepreneurship
opportunities such as providing them with livelihood seminars and trainings. For the maritime
trining sector, this study hopefully will help them to rethink and reassess their current programs as
far as their seafarer’s future is concerned.
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Review of Literature
According to Michael Baylosis of Inquirer.Net (2016), the Filipino word for empathy is
“pakikiramay”. Simply put, it is trying to put yourself in the shoes of others and be able to feel
what they are also able to feel (Hockarts, 2017). Based from the research of Mair and Noboa
(2006), empathy is being proposed as a substitute for a person’s behavior in pursuing social
entrepreneurship. It was mentioned by the authors that empathy was a crude substitute for attitude
of which it pertains to how a person feels in terms of performing a particular activity which are
subjective conscious phenomena as posit by Ajzen’s theory of planned behavior (1991). There is
a difference between the two terms since empathy is trying to embrace the feelings of others while
attitude is the individual’s positive assessment in performing a particular behavior (Schlaegel &
Koenig, 2014: 3, as cited by Hockarts, 2017). Seafarers also exhibits behavioral traits relating to
empathy because they are also concerned to those people if they are going to be negligent of their
responsibilities. “Maritime safety, efficient maritime transport and navigational system, as well as
safety of humans and the environment, are among the prioritized concerns of those engaged in
maritime industry” (Javier and Aguado, 2012, as cited by Akindehini, et.al, 2015) .
Hypothesis 1: Empathy is positively related to Filipino seafarer’s social entrepreneurial
intentions.
The second predictor that influences social entrepreneurship behavior based from TPB by
Ajzen (1991) is the impact of subjective norms to the individual. It pertains on how he intends to
perform certain activities based on what he expects and believes as standard behavior. (Forster &
Grichnik, 2013). According to Schlaegel & Koenig, (2014), this may exert pressure to the
individual as he need to perform what he thinks people expects from him, thus it may decrease his
intention to pursue social entrepreneurship. Accepting what is moral behavior is another
foundation of social entrepreneur. Hockerts (2015) built on the foundations of Haines et al., (2008)
proposing that moral obligation is at the center of moral judgment and formation of moral intent.
Hypothesis 2: A perception that societal norms imply a moral obligation to help marginalized
people is positively related to Filipino seafarer’s social entrepreneurial intentions
Again using the same model of Mair and Noboa (2006), they also included self-efficacy as
a substitute for behavioral control derived from Ajzens’s TPB model in which it can also be a
determinant of social entrepreneurship intention. The self-efficacy of the individual (Bandura,
1986) pertains on the acknowledgement of the individual in his own capabilities of starting his
business venture. It was then postulated by (Mair & Noboa, 2006; Smith & Woodworth, 2012, as
cited by Hockerts, 2017) that a person who is confident about his abilities can be a good predictor
of his social entrepreneurial intention. As a result of the seafarer’s maritime training, they are able
to build their confidence, knowledge, and skills in doing their respective tasks on board to ensure
that they comply to set standards and procedures for the safety of the life at sea. Thus it is assumed
by the researcher that the competency they acquired from training will boosts their confidence of
the challenges of pursuing social entrepreneurship.
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Hypothesis 3: Social entrepreneurial self-efficacy is positively related to Filipino seafarer’s social
entrepreneurial intentions.
Another construct from the model of Mair and Noboa (2006) which was heavily influence
by Ajzen’s (2002a) proposal that an individual’s view of the support he can gain from the external
environment can be an antecedent of social entrepreneurship intention. If the person is able to
receive substantial support from his environment, then it may influence him to pursue this
intention. The manning and shipping industry has flourished throughout the years. It has played
an important role in the country’s economic progress since Philippines is considered as the best
and the biggest crew supplying nation to the global fleet according to Philippine Association of
Manning Agencies (PAMAS). In line with this, it is the manning sector that provides employment
opportunities for Filipino seafarers who are interested to have a seafaring career. Part of their
responsibilities is to promote and develop the seafarer’s welfare to ensure that they are also
satisfied. They need to show that they are committed to their seafarers by adopting practices to
ensure the well-being of their crew (Gould- Williams & Davis, 2005).
This particular phenomenon can be attributed to the “social exchange theory” (Cullinane
& Dundon, 2006; Coyle-Shapiro & Shore, 2007, as cited by Progoulaki et al. 2013) In this case,
the manning agencies expect their seafarers to perform their job on board while the seafarers expect
that they are going to be compensated appropriately. Part of the benefits provided by the manning
agencies includes offering financial support (loans, allowances, cash advance, etc.) that can be
paid in terms. This particular social exchange relationship ensures the workforce’s well-being and
satisfaction thus resulting to a motivated, committed, and loyal thrust to the organization he is
working with. (Gould- Williams & Davies, 2005).
Hypothesis 4: Perceived availability of social support is positively related to Filipino seafarer’s
social entrepreneurial intentions.
The main differentiation of the theory of planned behavior by Ajzen’s (1991) to the new
model proposed by Mair and Noboa (2006) is that they extended their constructs to include prior
experience of the person to social issues that may be a predictor of social entrepreneurship intent.
There have already been past research done by scholars on how different personal experiences of
a person may affect his intention. This include the research of (Carr & Sequeira, 2007; Chlosta,
Patzelt, Klein, & Dormann, 2012, as cited by Hockerts, 2017) regarding prior experience with
family economic condition, the work of (Kautonen, Luoto, & Tornikoski, 2010, as cited by
Hockerts, 2017), the research work of (Vinning & Ebreo, 1989, as cited by Hockerts, 2017)
pertaining to corporate social activities of their organization resulting to a pro-active stance on
societal well-being, are just few of the other more prior experiences to different situations, may
predict intention
“As seafarers leave their home to work onboard ships for transnational voyages on
contracts of long duration and live in confined spaces, crises concerning the confined spaces might
arise” (Wu and Morris, 2006; Wu and Winchester, 2006, as cited by Tsai and Liou, 2017). A
typical contract of a seafarer normally lasts for about eight months minimum up to ten months.
Loneliness is associated with the distance from family for long periods. Being away for so long
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could be factors that can influence seafarers to stay at home and be with their family and pursue
social entrepreneurship. The effect of loneliness at sea might be construed as a prior experience
that may predict the intention. Another possible prior experience for them, “Seafarers explained
their choices, in terms of wanting their families to have a better life”; “help their parents and
family”; “send brother(s), sister(s), or children to school”; or “help pay our debt, loans.” (Amante,
2004). Thus their current economic condition may also predict their intention.
Hypothesis 5: Prior experience with social organizations is positively related to Filipino
seafarer’s social entrepreneurial intent.
According to the model of Mair and Noboa (2006), when they included prior experience
as a predictor of social entrepreneurship intent, they also came up with an assumption that prior
experience might be mediated in four ways. The first is that prior experience with social problems
or issues has positive effect on empathy. From the description of Lamvik (2002) on how he
describe the life of a Filipino seafarer, he said “Successful seafarers might think they do not
deserve all the wealth themselves, since they may see themselves as just lucky or having
experienced just suwerte. Others could have been in their shoes, but they have been unfortunate”.
(p. 144) In other words, the Filipino seafarers has a tendency to share his success to others because
he is able to relate to the welfare of others who were not as successful.
Hypothesis 6a: The link between prior experience and Filipino seafarer’s social entrepreneurial
intent is mediated by empathy.
Another link that Mair and Noboa (2006) added is how a person’s prior experience to his
exposure to different social experiences may affect his moral obligation to the society. Most of
these manning agencies have their respective CSR programs of which they even include their own
seafarers in the conduct of these activities. From doing medical missions, feeding programs,
community support, the exposure of the seafarers to the plight of the society are factors that may
also predict their social entrepreneurship intention.
Hypothesis 6b: The link between prior experience and Filipino seafarer’s social entrepreneurial
intent is mediated by perceived moral obligation
The third link in prior experience according to Mair and Noboa (2006) is that an individual
who can perform a task with ease because of his background is linked to self-efficacy (Gist &
Mitchell, 1992, as cited by Hockerts, 2017) and that it may predict higher level of tendency for the
intention. Filipino seafarers undergo numerous maritime training not only to abide by the
regulations set forth by various international bodies but it is also aimed in developing their
competency to perform their work on board. “Competence is generally defined as skills,
qualifications and knowledge that gives a person ability to work as a part of a professional team
or, when it comes to maritime activities, a crew.” (Berg, et.al., 2013, p.13) The researcher believes
that this competency may also be linked to self-efficacy as it enables the seafarers to perform some
tasks with ease.
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Hypothesis 6c: The link between prior experience and Filipino seafarer’s social entrepreneurial
intent is mediated by social entrepreneurial self-efficacy.
The intention to pursue social entrepreneurship is not only influence by a person’s
assessment of his abilities but also by factors that may require external support and better access
to various networks. For the seafarers who are employed by their respective manning agencies,
while their salary is an important factor for working in an organization, the pay alone would not
be enough to keep them in their job (Angott, 2007). “Employees are more likely to stay engaged
in their jobs and committed to an organization which is willing to invest in training and developing
its employee.” (Tsai and Liou, 2017, p. 39)
Hypothesis 6d: The link between prior experience and Filipino seafarer’s social entrepreneurial
intent is mediated by perceived external social support
Conceptual Framework

Methodology
This sections presents the methodological process of pursuing this research study. This
includes the type of research design used by the researcher, the sample data collected from a
particular industry, the research instruments used in collecting these data, and finally, the different
statistical tools and techniques utilized to enable the researcher to make a rational and feasible
conclusion about the research study.
Population and Sampling
For the purpose of this study, seafarers who are currently enrolled or who are about to
enroll at Power Link training center will be chosen as respondents. It should be noted though that
the researcher will also be profiling the seafarers as to those who are already embarking a seafaring
career and not to those who are just fresh graduate and have no experience in seafaring. Based on
842 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

the average enrollees of the company for the last three years of their operations, the ber months
usually has the lowest number of seafarers who take their maritime training. Most of the seafarers
during this period would rather spend their time to be with their families
The researcher will be using the average number of seafarer enrollees per day for the month
of November to determine the population size. With a daily average of 25 enrollees per day, the
total population is estimated to be 500. Due to the limited time and the decrease in the number of
seafarers enrolling every day at Power Link because of the season, the researcher was able to get
a sample size of only 119 seafarers. Using the Slovens formula, the sample size of the respondents
correspond to a 92% confidence level. Participation into the research was voluntary as well.
Research Instrument Used
The RCommander software application was used to conduct the analysis of data gathered.
The Pearson Product-Moment Correlation was used to measure the degree and significance of the
relationship or association between and among variables. Researcher wants to determine the
relationship between the four antecedents that Mair and Noboa (2006) proposed that may predict
the social entrepreneurial intention among Filipino seafarers. The RCommander was used by the
researcher in determining the relationship of the independent and dependent variable particularly
using the multiple regression analysis. The SPSS software application was also used to determine
the relationship between the four antecedents acting as a mediator variable between prior
experience and social entrepreneurship intention which Mair and Noboa (2006) proposed that may
predict the social entrepreneurial intention among Filipino seafarers.
Results and Discussion
This section provides the result and interpretation of data, and discusses the possible
recommendation of the researcher to further develop the social entrepreneurship intention of
Filipino seafarers.
Table 1
Construct Reliability and Validity

Prior Experience
Empathy
Moral Obligation
SESE
PSS
SEI

Cronbach's
Alpha
0.219
0.575
0.679
0.416
0.678
0.615

Composite
Reliability
0.702
0.746
0.862
0.729
0.815
0.835

In terms of its internal consistency reliability, the Cronbach’s alpha are considered not
satisfactory since they fall below 0.70 However, due to its limitations in terms of its
underestimation of internal consistency reliability caused by its sensitivity to the number of items
in the scale, it is more appropriate to use composite reliability as the measure for internal
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consistency reliability (Hair et al., 2016). The composite reliability values are considered
satisfactory since they fall between 0.70 and 0.90 (Nunally & Bernstein, 1994).
Table 2
Multiple Regression
(Intercept)
E_AVG
PE_AVG
MO_AVG
PSS_AVG
SESE_AVG

Estimate
3.36
0.026
-0.007
0.111
-0.148
0.021

Std. Error
0.837
0.079
0.104
0.092
0.066
0.111

t value
4.016
0.329
-0.07
1.209
-2.228
0.187

Pr(>ItI)
0.000***
0.742
0.944
0.229
0.028*
0.852

As mentioned in the proposed model of Mair and Noboa (2006), they suggested that the
four antecedents will be serving as proxies for the factors that predicts intention in Ajzen’s theory
of planned behavior. These includes the attitude, the subjective norm, and the perceived behavioral
control which can be further differentiated to internal and external control. Mair and Noboa (2006)
suggested to extend the model to include the prior experience with social problems as an additional
variable that may predict social entrepreneurship intention.
The factor that provided strong evidence on seafarers’ social entrepreneurial intent is the
perceived social support (H4). But the data suggested a mean of -0.148 and a p-value of 0.028
which explains to us that the more social support provided by various sectors (ex. loans from the
organization, banks, cooperatives, and other financial institution) the less they have an intention
to pursue social enterprises. It seems that the seafarers would rather rely on whatever resources
they have fearing that they might not be able to repay their obligations with these institutions if
they rely so much for their support.
This particular behavior of the seafarer can be attributed to the principle of individualism
that which, “taking man out of society, makes him sole judge of what surrounds him and of himself,
gives him a heightened sense of his rights without showing him his duties, abandons him to his
own powers, and, for the whole of government”, proclaims Laissez-Faire as cited by Lukes,(2012,
p. 51) In addition to this, Lukes added the individualism was a deliberate a peaceful sentiment
which allows an individual to be alone and away from his family and friends leaving the society
to itself. (2012) This particular phenomenon is contradicting the prior theory of “social exchange”
in which an individual perceives that by doing his job properly, they are going to be reciprocated
by the support of their organization in terms of providing them with financial assistance in the
event they decide to pursue their own social enterprise. (Cullinane & Dundon, 2006; CoyleShapiro & Shore, 2007, as cited by Progoulaki et al. 2013)
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Table 3
Testing the Significance of Mediating Variable using SEM
Path

O

Mean

STDEV

T-Statistics

P Values

Coefficients
Empathy -> Intent

-0.030

-0.037

0.122

0.247

0.805

Experience -> Empathy

0.174

0.185

0.126

1.381

0.168

Experience -> Intent
Experience
->
Obligation
Experience -> PSS

-0.017

-0.031

0.133

0.125

0.900

0.317

0.315

0.094

3.377

0.001

-0.171

-0.168

0.139

1.231

0.219

Experience -> SE

-0.147

-0.148

0.129

1.133

0.258

Moral Obligation -> Intent

0.194

0.201

0.105

1.847

0.065

PSS -> Intent

-0.257

-0.260

0.091

2.829

0.005

SE -> Intent

-0.055

-0.042

0.114

0.482

0.630

Moral

Another significant result of the research in testing the model to the seafarers currently
enrolled at Power Link provided strong evidence that seafarers who have prior experience
mediated by their strong moral obligation (H6b) has the tendency to have higher intent in pursuing
social entrepreneurship. This is supported by the result of the data gathered where the mean is
0.315 and the p-value is 0.001. These experiences might be a result of their organization’s
corporate social responsibility (CSR) activities to various sectors that opened their eyes on the
plight of the less fortunate members of the society. From doing medical missions, feeding
programs, community support, the exposure of the seafarers to the plight of the society are factors
that may also predict their social entrepreneurship intention. Some of the results presented here are
in line with prior research. The work of Mair and Noboa (2006) pointed to the work of Comunian
and Gielen (1995) which suggests that “exposure to social experiences affect a person’s moral
judgment.” (p. 12)
Table 4
R Square
R Square
Empathy
Intent
Moral Obligation
PSS
SE

0.030
0.113
0.101
0.029
0.022

Adjusted
R Square
0.022
0.073
0.093
0.021
0.013

The R-square tells us the “goodness of fit” of the model. The R-square for empathy this
model is .030, which means that the variable can explain about 3% of the change in Y. The R845 | P a g e
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square for intent is .113, which means that the variable can explain 11.3% of change in Y. The Rsquare for moral obligation is .101, which means that the variable can explain 10.1% of change in
Y. The R-square for perceived social support is .029, which means that the variable can explain
2.9% of change in Y. Lastly, the R-square for Social Entrepreneurial intention is .022, which
means that the variable can explain 2.20% of change in Y. The percentages are quite low which
means it cannot totally explain the variables included in the study.
Conclusion
Seafarers play a critical role in any manning agency particularly in performing their job.
They enjoy the trust of our foreign principals because of their unique traits such as being
hardworking, flexible, reliable, and proficiency in communication. However, these are things of
the past since our neighboring countries have overtaken us in terms on the demand for seafarer.
They have slowly replicated our competencies and their government is very much supportive in
addressing issues that concerns their maritime affairs.
In this regard, these challenges facing our Filipino seafarers requires a serious discussion
with various stakeholders such as the government, manning agencies, and maritime education and
training centers. If this particular situation worsens in the future, then there is a need to encourage
our seafarers to consider other alternatives such as encouraging them to pursue social enterprises
as a mean of livelihood. The result of this research will enable us to understand those variables
that may increase their social entrepreneurial tendency. Power Link, a Maritime training center
may enhance their stewardship courses which encourages their seafarers to pursue
entrepreneurship. They may further develop or design new curriculums that may further develop
the skill levels of the seafarers in pursuing a particular business. For the manning agencies who
employ seafarers to man the ships of their foreign principal, the findings suggests that interventions
can elicit empathy among seafarers by coming up with a lot of corporate social responsibility
activities that exposes them to social issues and problems. This experience may result to a
perceived moral obligation on the part of the seafarers to do something to improve the welfare of
the society.
Finally for future researcher who may want to continue with this research, they may further
test the model of Mair and Noboa (2006) with particpants coming from other industries. They may
discover new variables that may ultimately affect social entrepreneurial intention. They may be
interested to increase the number of participant to have a more reliable conclusion and to further
test the validity of the questions to be asked. On the part of the researcher, I can further improve
on this research by having a control group (those attending stewardship course) so that I am able
to compare the factors that may predict their social entrepreneurial intention versus those group
who are not taking these courses.
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Protecting the Environment Towards Sustainability:
A Survey of the Philippine Legal Framework
Christopher E. Cruz
De La Salle University

Abstract
The World Economic Forum Meeting in Davos, Switzerland in 2019 has put environmental
issues at the front and center. Climate change, the Amazonian forest, E-waste, and food
innovation systems are just some of the many problems that were tackled in the Davos meeting.
Issues like air pollution, oil spills, exposure to toxic materials, and the depletion of the ozone layer
have become buzz words in many discussions, conferences and talks about the environment. Nongovernment organizations like Green Peace have been clamoring for stricter measures to ensure
compliance with environmental laws and regulations to save Mother Earth from continued
destruction. However, the Philippines seems oblivious to these ecological issues despite the many
calamities that it has been experiencing. Although there were steps in addressing these issues, the
Philippines remains laggard compared to its Asian neighbors. What are the reasons for this
apparent lack of political will to address these environmental concerns on the part of the
Philippines? Is this partly due to the legal and regulatory framework of the Philippines in
protecting the environment? What should be done on the institutional and regulatory level to help
save the environment from destruction and the people’s exposure to hazardous wastes and
chemicals?
This paper intends to survey and examine the institutional and legal framework of the
Philippines in protecting the environment in general and by looking at the roles of the three
branches of government in particular. It will look into the environmental policy and regulations
in the Philippines pertaining to the protection of the environment (legislative), the implementation
and enforcement of these laws and regulations (executive), and whether there is a mechanism for
correcting these acts of government through judicial action (judicial) For example, is there a need
to amend some environmental laws to be responsive to the needs of the 21st century? Do we need
an environmental super-body, whether government or non-government, that would handle all
matters about the environment? Are the powers of the Supreme Court like the “writ of kalikasan”
sufficient to address our environmental problems? Or is the problem rooted in our attitude towards
the environment?
In the end, a better understanding and increased awareness of our institutional and legal
environment will be emphasized as one of the critical elements in protecting our environment –
change of attitude and knowledge of the legal and institutional framework are necessary towards
environmental sustainability.
Keywords: Environmental Law, Sustainability, Philippine Regulatory Framework, Legal
Protection of the Environment.
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Introduction
The Philippines has experienced many calamities over the recent years, but the one that
goes down to Philippine history as the most devastating was super typhoon “Yolanda.” On
November 8, 2013, “Yolanda” hit the country and wreaked havoc to people and properties. Super
typhoon “Yolanda” (international name “Haiyan”) packing winds up to 230 km/h ravaged central
Philippines and hit the provinces of Leyte, Samar, Panay Island, and Palawan. The devastation
was so great that it was considered the strongest typhoon that hit the Philippines in recent memory.
It brought thousands of deaths and injuries and billions of losses in property. The devastation is
similar to that of a tsunami as the typhoon caused a storm surge that caused massive floods up to
15 meters high. Whole cities and towns were practically wiped out, and chaos ensued due to lack
of food and shelter. Looting and other crimes against property were reported due to the scarcity
of necessities to survive. While the Philippines is used to typhoons, the wrath caused by Yolanda
was so great that the President immediately issued a state of national calamity. It took years for
provinces hit by Yolanda to be restored to their former glory, but the memories and pain still linger
up to today.
While Yolanda is a natural calamity, the catastrophe can also be blamed to the lack of
discipline and indifference of those who could have minimized, if not prevented, its impact. In a
speech before the United Nations Climate Change Conference held in Warsaw, Poland on
November 11, 2013, Naderev Saño, the Philippines' Commissioner for the Climate Change
Commission, blamed the unusually strong typhoons like Yolanda to the effects of climate change
and urged the global community to end the climate crisis "madness" -"What my country is going
through as a result of this extreme climate event is madness. The climate crisis is madness. We can
stop this madness right here in Warsaw” Indeed, the lackadaisical attitude towards the
environment and the environmental abuse are the ones which cause undue harm to the environment
and the people, including creating super-typhoons like Yolanda. These calamities have inspired
movements to save the planet from the catastrophe waiting to happen. They have asked the
cooperation of governments to establish institutional and regulatory measures to curb
environmental concerns like climate change, oil spills, depletion of the ozone layer, distribution of
hazardous wastes and chemicals and the like to help save Mother Earth.
The Philippines is home to many laws that protect the environment. However, these laws
do not necessarily translate to environmental protection. Hence, there is a need to examine the
Philippines’ institutional and regulatory framework (laws, regulations and government
institutions) and analyze whether they are sufficient to address the problems of the environment.
Gaps, if any, shall be exposed to help in amending the environmental laws. In the end, this paper
will make recommendations in an attempt to fill the perceived gaps to sustain efforts to protect
the environment at the institutional level with the objective of helping the people be more aware
of the need to protect the environment.
Philippine Laws on Environmental Protection
The Philippines is rich in natural resources. With 7,107 islands, it boasts of the world’s
biggest resource of precious metals, stones, flora, and fauna. With this, there is a great need for
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us to protect its rich natural resources and prevent them from exploitation and destruction. To help
in this effort, there should be a well-established legal and regulatory framework to support
environmental protection. A look at the Philippines’ state policies, implementing agencies, and
laws and are in order.
A. State Policies
The 1987 Constitution provides the policy framework for the protection of the environment
in the Philippines. It provides that:
“The state shall protect and promote the right to health of the people and install
health consciousness among them.”
“The state shall protect and advance the right of the people to a balanced and
healthful ecology in accord with rhythm and harmony of nature.”
The state policy to protecting health and instilling health consciousness towards a healthful
ecology is further enhanced by Presidential Decree 1151, which provides the same theme:
“Policy. It is hereby declared a continuing policy of the State (a) to create, develop,
maintain and improve conditions under which man and nature can thrive in productive
and enjoyable harmony with each other, (b) to fulfill the social, economic and other
requirements of present and future generations of Filipinos, and (c) to ensure the
attainment of an environmental quality that is conducive to a life of dignity and wellbeing.”
“Right to a Healthy Environment. In furtherance of these goals and policies, the
Government recognizes the right of the people to a healthful environment. It shall be
the duty and responsibility of each individual to contribute to the preservation and
enhancement of the Philippine environment.”
The right to a “healthful environment” cuts across these policies and they are consistent
with the action plan of the World Economic Forum in Davos 2019. In particular, PD 1151 requires
all government and private entities to make an “environmental impact statement” on any project
or undertaking that has an impact on the environment. The goal is for all government efforts to
always be mindful of the urgency in protecting the environment. It provides that:
“Environmental Impact Statements. Pursuant to the above enunciated policies and
goals, all agencies and instrumentalities of the national government, including
government-owned or controlled corporations, as well as private corporations firms
and entities shall prepare, file and include in every action, project or undertaking
which significantly affects the quality of the environment a detailed statement on
(a) the environmental impact of the proposed action, project or undertaking
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(b) any adverse environmental effect which cannot be avoided should the proposal be
implemented;
(c) alternative to the proposed action;
(d) a determination that the short-term uses of the resources of the environment are
consistent with the maintenance and enhancement of the long-term productivity
of the same; and
(e) whenever a proposal involves the use of depletable or non-renewable resources, a
finding must be made that such use and commitment are warranted.
Before an environmental impact statement is issued by a lead agency, all agencies
having jurisdiction over, or special expertise on, the subject matter involved shall
comment on the draft environmental impact statement made by the lead agency within
thirty (30) days from receipt of the same.”
Stated negatively, Presidential Decree 984 or the Pollution Control Law sets the policy in
preventing pollution of all kinds. It provides that “It is hereby declared a national policy to
prevent, abate and control pollution of water, air, and land for the more effective utilization of the
resources of this country.” The same decree established the National Pollution Control
Commission to implement the provisions of the said law for the control and reduction of pollution
in water, air, and land resources.
These three policy statements present a clear mandate to protect the environment by
sustaining efforts to achieve a “healthful ecology” and to prevent and abet pollution, which paves
the way for the law and government agencies to implement these state policies.
B. Government Implementing Agencies
With the policy direction in place, the government now has the directive to pursue programs
and activities to promote environmental sustainability. From the national government to the local
government units, all have to set standards for environmental protection. The three branches of
government help hand in hand towards this objective: The Legislative Branch makes the
environmental law, the Executive Branch implements the law, and the Judicial Branch which
interprets the law and renders judgments on environmental issues and disputes.
For the executive branch, the law has appointed a lead agency to focus on the
implementation of environmental laws. Executive Order No. 192 gave the mandate to the
Department of Natural Resources and its allied agencies. Nevertheless, all government agencies
and units have the same responsibility as mandated by the Constitution.
Executive Order No. 192 gave the mandate to the Department of Natural Resources
(DENR) as the lead agency for the protection of the environment:
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“Mandate. — The Department shall be the primary government agency responsible
for the conservation, management, development and proper use of the country's
environment and natural resources, specifically forest and grazing lands, mineral
resources, including those in reservation and watershed areas, and lands of the public
domain, as well as the licensing and regulation of all natural resources as may be
provided for by law in order to ensure equitable sharing of the benefits derived
therefrom for the welfare of the present and future generations of Filipinos.
To accomplish its mandate, the Department shall be guided by the following
objectives that will serve asa basis for policy formulation:
(a) Assure the availability and sustainability of the country's natural resources
through judicious use and systematic restoration or replacement, whenever possible;
(b) Increase the productivity of natural resources in order to meet the demands for
forest, mineral, and land resources of a growing population;
(c) Enhance the contribution of natural resources for achieving national economic
and social development;
(d) Promote equitable access to natural resources by the different sectors of the
population;”
(e Conserve specific terrestrial and marine areas representative of the Philippine
natural and cultural heritage for present and future generations.”
To assist the DENR in dealing with specific pollutants and harmful chemicals, the
Fertilizer and Pesticide Authority (FPA) under the Department of Agriculture was established
under Presidential Decree 1144. It has the following functions, among others:
(1) To conduct an information campaign regarding the safe and effective use of these
products;
(2) To promote and coordinate all fertilizer and pesticides research in cooperation
with the Philippine Council for Agriculture and Resources Research and other
appropriate agencies to ensure scientific pest control in the public interest, safety
in the use and handling of pesticides, higher standards, and quality of products
and better application methods;
(3) To call upon any department, bureau, office, agency or instrumentality of the
government, including government-owned or controlled corporations, or any
officer or employee thereof and on the private sector, for such information or
assistance as it may need in the exercise of its powers and in the performance of
its functions and duties;
(4) To promulgate rules and regulations for the registration and licensing of handlers
of these products, collect fees pertaining thereto, as well as the renewal,
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suspension, revocation, or cancellation of such registration or licenses and such
other rules and regulations as may be necessary to implement this Decree;
(5) To establish and impose appropriate penalties on handlers of these products for
violations of any rules and regulations established by the FPA;
(6) To institute proceedings against any person violating any provisions of this
Decree and/or such rules and regulations as may be promulgated to implement
the provisions of this Decree after due notice and hearing.
(7) To delegate such selected privileges, powers or authority as may be allowed by
law to corporation, cooperatives, associations or individuals as may presently
exist or be organized to assist the FPA in carrying out its functions, and;
(8) To do any and all acts not contrary to law or existing decrees and regulations as
may be necessary to carry out the functions of the FPA.”
Local government units like provinces, cities, municipalities, and barangays also have the
shared responsibility to protect and take care of the environment under the Local Government
Code (RA 7160). Stated differently, the protection of the environment is the job of everyone in
government.
For the Judicial Branch, the Supreme Court has issued Administrative Circular 09-6-8-SC
providing for the Rules of Procedure for Environmental Cases which includes the temporary
environmental protection order (TEPO) and the Writ of Kalikasan, a legal remedy for the
protection of a citizen’s constitutional right to a healthy environment. These are relatively new
tools to help decrease environmental degradation. In 2018, a TEPO was issued to prevent further
landslides in Naga City allegedly as a result of mining operations in the area. In 2019, the Supreme
Court issued a writ of kalikasan to protect and preserve the marine environment in Scarborough
Shoal, Ayungin Shoal and the Panganiban Reef (Mischief Reef).
The legislative branch makes laws about environmental issues and concerns. It also has
oversight powers to ensure that environmental laws are enforced.

C. Philippine Environmental Laws and Regulations
The Philippines is one of the countries which has a comprehensive list of environmental
laws and regulations, even to the point of being repetitive. In his work “Legal Marketing of
Environmental Law: The Philippines Experience” Atty. Antonio Oposa Jr., a well-respected
environmental lawyer and environmental protection advocate, concluded that “The Philippine
environmental law is replete. x x x The Philippines has one of the most voluminous set of
environmental laws in Asia. x x x The legal framework of the Philippine environmental law is
sufficient in substance and form, even superfluous.”
To give us an idea of how replete and
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voluminous our environmental laws for the protection of the environment are, the following is a
list of pertinent environment laws from 1938 to the present:
1. Commonwealth Act 383 (1938): An Act to punish dumping into any river of refuse any
waste matter.
2. Republic Act 386 (Civil Code of the Philippines, 1949): Civil Actions for the abatement
of nuisance and damages under the general provisions oh human relations and quasidelicts.
3. Presidential Decree 389 (1974) – The Forestry Reform Code codifies, updates and raises
forestry laws in the country.
4. Presidential Decree 600 (1974): It gave the Philippine Coast guard the responsibility for
preventing and controlling pollution of seas and other bodies of water within the
Philippines.
5. Presidential Decree 825 (1975): Penalties for improper disposal of garbage.
6. Presidential Decree 984 (1976): National Pollution Control Decree
7. Republic Act 3931 (1976): An Act creating the National Water and Air Pollution Control
Commission.
8. Presidential Decree 881 (1976): Empowering the Secretary of Health to Regulate the
labeling, sale, and distribution of hazardous substances.
9. Presidential Decree 1067 (1976): Water Code of the Philippines
10. Presidential Decree 1151 (1977): Established the Philippine Environmental Policy of the
Philippines.
11. Presidential Decree 1152 (1977): Established the Philippine Environmental Code which
created an overall management policy and system for quality standards.
12. Presidential Decree 1144 (1977): Created the Fertilizer and Pesticide Authority to protect
the public from the risks in the use of fertilizer, pesticides, and other related substances.
13. Presidential Decree 1181 (1977): An act for the prevention, abatement, and control of
pollution from motor vehicles.
14. Presidential Decree 1586 (1978): Established the National Environmental Impact
Assessment Statement System.
15. Executive Order 192 (1987): Establishment and Reorganization of the Department of
Environment and Natural Resources.
16. Republic Act 6969 (1990): The Toxic Substances and Hazardous Nuclear Wastes Control
Act. It is a law to regulate, restrict or prohibit the importation, manufacture, processing,
handling, storing, transporting, sale, use, and disposal of all unregulated chemical
substances and mixtures in the Philippines.
17. Republic Act 7160: The Local Government Code of the Philippines which provides that
the local government should share the responsibility with the National government for the
protection of the environment within their territorial jurisdiction.
18. Republic Act 7586 (1992): Established the National Integrated Protected Areas System
(NIPAS).
19. Republic Act 8749 (1999): The Philippine Clean Air Act which recognized the right of
citizens to clean air and mandated the DENR to develop an air quality control action plan
and issue ambient air quality standards, among others.
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20. Republic Act 9003 (2001): The Ecological Waste Management Act which requires the
state to adopt a systematic, comprehensive and ecological waste management program
which requires, among others, the segregation of wastes and prohibited the use of open
dumpsites.
21. Republic Act 9275 (2004)” The Philippine Clean Water Act: Mandates the abatement and
control of pollution to water and establishment of water quality standards.
22. Republic Act 9512 (2008); The National Environmental Awareness and Education Act
which requires the integration of environmental education in all levels of education.
23. Republic Act 9729 or the Climate Change Act of 2009: An Act mainstreaming climate
change into government policy formulations, establishing the framework strategy and
program on climate change, creating the climate change commission.
24. Administrative Circular 09-6-8-SC: Rules of Procedure for Environmental Cases: It
prescribed the rules of procedure in environmental cases, including the issuance of a
temporary environmental protection order (TEPO) and Writ of Kalikasan.
This long enumeration of environmental laws proves that the Philippines has the
legal mechanism to promote environmental protection and combat pollution. While it is true that
the Philippines boasts of having a comprehensive list of environmental laws, its implementation
less much to be desired. If there is any gap in the legal framework in the Philippines, it mostly in
enforcing the laws.
D. Environmental Treaties and International Agreements entered into by the Philippines:
Since environmental protection is of global concern, the Philippines has entered into
several treaties and international agreements for the protection of the environment and control of
hazardous wastes and chemicals. The pertinent treaties and international agreements are the
following:
1)Basel Convention on Hazardous Wastes (Ratified on October 21, 1993)
2) Montreal Protocol on Air Pollution (Ratified on July 17, 1991)
3) Rotterdam Convention (Prior Informed Consent Procedure)
4) Kyoto Protocol on Clean Development Mechanism (Ratified February 16, 2005)
5) Stockholm Convention on POPS (2004): Provides for the prevention and control of
Persistent Organic Pesticides and Chemicals.
As a signatory to these treaties, the Philippines obligated itself to the reduction and control
of air, land and water wastes and hazardous chemicals. For example, the Stockholm Convention
requires the Philippines to ban the use of the “Nasty Nine” persistent organic pollutants within a
specified period and control its trans-boundary use and distribution. Again, enforcement of these
environmental treaties remain a challenge to the Philippines. Lately, however, the Duterte
Administration has shown political will in cleaning its waters of pollution. In 2018, the worldrenowned Boracay beach was closed for six months to rehabilitate its waters. In 2019, the same
effort is being made to restore the Manila Bay to its former glory.
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Perceived Gaps in the Institutional and Regulatory Mechanisms to Protect the Environment
As mentioned in the previous chapter, the Philippines has the legal infrastructure to protect
the environment and to prevent and control the proliferation of hazardous wastes and chemicals
that could cause harm to people and the environment. However, with so many environmental
laws, there is a chance that they may overlap causing the implementation to be blurry from a
jurisdictional and operational standpoint. Nevertheless, as already intimated in this paper, the
perceived gap or weak point is in the enforcement and implementation of the laws and
regulations. This is confirmed by the February 2011 report on National Profile on Chemical
Management, where the report stated that the ability to control the hazardous chemicals and wastes
was ranked from medium to low. The report identified 15 problems namely: Air pollution;
Pollution of Inland Waterways; Chemical Residues in food; Occupational Health: Agriculture;
Occupational Health: Industries; Illegally imported chemicals; Soil contamination; Hazardous
Waste Treatment/ Disposal; Storage/ Disposal of Obsolete Chemicals; Chemical
Poisoning/Suicides; Persistent Organic Pollutants; Groundwater pollution; Chemical accidents:
transport; Marine pollution; Chemical accidents: Industrial, as the main causes of non-compliance.
The report reiterated that: "the ability to control the problems is considered "low" because of the
limited resources available for monitoring as well as technical expertise. As a result, there is
insufficient statistical data regarding these concerns. Although there are regulatory policies and
implementing guidelines in place, there are still constraints in terms of enforcing these regulatory
measures. An example of this is the Philippine Clean Air Act, which is an unfunded law."
Another weak point or gap in our system is the lack of awareness of environmental laws
and regulations and its effect on people and the environment. In 2006, the Philippines through
the DENR submitted a National Implementation Plan (NIP) in compliance with the Stockholm
Convention. The NIP noted the low level of awareness about POPs. Although there were efforts
to inform and educate the public about environmental protection, specifically the POPS, through
the various awareness programs there is still a significant gap in the awareness of environmental
issues.
From a micro perspective, the following are the perceived gaps in the Philippines’
institutional and regulatory mechanisms for the protection of the environment:
1. Lack of a central agency for implementation of environmental laws: While the
Department of Natural Resources is the lead agency for the enforcement of environmental laws,
there are other agencies that take the lead in the implementation of other environmental laws.
Worse, not all government agencies regulating environmental laws are under one office. This has
led to a lack of coordination and sometimes inaction of some of these agencies as they are waiting
for each other to make the first move. Local government units are also not in sync with the national
government, thereby causing uncoordinated efforts, which lead to a waste of resources.
2.Lack of Information of the public about environmental laws and its impact the
environment: As mentioned in the 2006 NIP for example, there is a lack of information about
POPs and its effect to health and environment. As a consequence, there is no public awareness of
the seriousness of the problems posed by not caring about our environment. It is good that today
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many cause-oriented groups are taking the cudgels to inform the public of the need to protect the
environment. Education must start at an early age so that it will be ingrained in the consciousness
of the people.
3. Lack of Financial Resources: The national budget for the implementation and
enforcement of our environmental laws are not sufficient. There is a need to get more financial
support from the government or from foreign financial institutions or governments to help fully
implement environmental laws. Most of the budget is allocated for education and health. Congress
must provide more budget for environmental programs and activities if it wants the Philippines to
be on par with its Asian neighbors.
4. Lack of Human Resources to implement the laws: There is not enough manpower to
enforce environmental laws. For example, there is not enough customs personnel to check the
importation of hazardous chemicals or wastes. There is not enough police to verify whether
industries comply with proper disposal of industrial wastes. There is not even enough barangay
personnel to catch people littering in the streets. But all is not lost as the private sector is now
active in enforcing environmental laws.
5. Lack of coordination between administrative agencies and Local Government Units:
The Local Government Code mandates that local government units have the shared responsibility
with the national government to implement environmental laws. In fact, the local government
units have more information “on the ground” and have direct contact with the people. Hence, there
is a need for the national government to coordinate with the city, municipality, and barangay for
the implementation of environmental laws.
6.Lack of Awareness on Environmental Matters in Educational Institutions: While it is true
that there is already a law which mandates the inclusion of environmental modules in the
curriculum, the rollout has been snail-paced. There is a need for the Department of Education and
the Commission on Higher Education to fast track this requirement for the better awareness of the
students about environmental issues and concerns. For example, environmental courses should be
made mandatory, just like the study of Philippine history.
7. Some environmental laws are outdated: Some environmental laws date back to the
1930s. As such, the penalties for violation of these laws lack teeth to exact full compliance. Thus,
there is a need to examine these laws to look at the possibility of overlapping with other existing
laws and for the updating of penalties, if any. The long list of environmental laws should be
consolidated and archaic laws be repealed to streamline the environmental enforcement process.
8. Lack of Access to Environmental Information: Government must be open about all
information about the environment and give public access to environmental information. This is
where the Freedom of Information (FOI) law may be necessary. While it is true that environmental
data are available on websites, a good number of Filipinos still do not have access to the internet.
The government, with the help of the private sector, must raise its efforts for public awareness of
environmental issues.
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9. Lack of Private Sector Support: CSR is not enough. The private sector should help in
the efforts for the protection of the environment. It is a holistic program where it covers economic,
social, and environmental development. While Corporate Social Responsibility is laudable, there
is a need for the private sector to participate in all aspects of environmental protection. The
government cannot simply do it alone. Mayors and governors must create partnerships with
private groups to get support to attain their objectives.
10) Insufficient Environmental Courts: While the Supreme Court has already appointed
certain courts as environmental courts, there is still a need to have more green courts to help in the
administration of environmental justice. Congress should create new courts, particularly
Environment or Green Courts. Specialized courts on the environment will help immensely in
providing environmental justice.
Recommendations on the Gaps:
1. More efficient Implementation of Environmental Laws: The problem with our
current situation is not so much on the existence of laws, as they are more than sufficient, but
more on the enforcement of the law. The problem is in the implementation. It is suggested that
a study be made on how our environmental laws can be properly enforced and applied to achieve
its intended goals.
2. Intensified Awareness Campaign: It all starts with knowledge of the existence of
the problem followed by the understanding of the different remedies available under the law.
The public should be informed via all types of media (radio, tv and print) about these
environmental issues and the institutional and regulatory mechanisms established to cope with
these issues. The Philippine Information Agency, with the help of the private tri-media, should
spearhead this effort for more public awareness of environmental issues.
3.Creation of a Central Environment Agency or “Environment Superbody”: The
problem with the present set-up is that there are many cooks in the kitchen. While it is true that
the DENR is the lead agency for environmental protection, there are other commissions and
entities that perform similar functions. The creation of an environment super body like a
presidential task force of the implementation of environmental laws can be established to give
ample focus in addressing these environmental concerns. With a rank of the cabinet secretary,
this environmental “czar” can lead the way in coordinating all government efforts in protecting
the environment.
4. Provide Additional Budget and Personnel for the Implementation of Environmental
Laws: The legislature should provide more budget for monitoring environmental laws and
financial support for the awareness campaign. More personnel should be hired to ensure
compliance with environmental laws. For example, our Bureau of Customs lacks personnel to
check and monitor the importation of hazardous chemicals or wastes found in common household
devices and gadgets. Barangay officials lack the human resources to catch people urinating on the
streets or throwing their wastes in the rivers.
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5. Need to update environmental laws and come up with a comprehensive code on the
protection of the environment: With more than 25 laws concerning the environment, it is not
surprising that some of these laws may overlap, if not contradict, which each other. Considering
that some laws date back to the 1930s and 1940s, there is a need to review their applicability to
the present, especially the penalties imposed. To remedy this problem, a new environmental code
covering all the environmental laws and their amendments can be made to reflect the difficulties
of the times. This effort has been made in amending the penal code. There is no reason why it
cannot be also be done in environmental laws.
6. Provide a venue for DENR and the LGUs and private sector to meet and coordinate: All
the stakeholders should meet and synergies their efforts in addressing the numerous problems in
the implementation and enforcement of environmental laws. A task force which includes the
DENR and other concerned government agencies, the LGUs and the private sector should be
created to put together all the energies of these stakeholders. The task force or inter-agency
committee should meet regularly so that all concerns may be threshed out with dispatch.
Committee meetings and workshops are not enough.
7. Need for different Approach to Compliance (Carrot and Sticks): Instead of focusing on
penalties, incentives and rewards to those who comply with the law should be considered. For
example, companies and individuals who contribute to raising awareness about environmental
issues can be given tax deduction or a monetary reward or special recognition. People who turn
in empty water bottles or recyclable materials should be given cash incentives to motivate them
further to protect the environment.
8. Establish More Environmental Courts: While the move of the Supreme Court in creating
the Rules of Procedure in Environment Cases is laudable, there is need to establish more
environment or “green” courts to service the anticipated increase of environment cases. Moreover,
the establishment of environment courts will further raise awareness not only of the legal
profession but the public in general about the importance of knowing environmental issues and the
remedies available under the law and the procedure for the exercise of such right. Specialized
training should also be given to lawyers so that they can help more in the administration of
environmental justice.
9. Need for a paradigm shift: To my mind, one of the main reasons for environmental
disasters is the lack of interest and indifference of the government and the people in environmental
issues. While there is an admission of the problem, it is simply not in the top of their list. For this
reason, political will is necessary from all sectors of society to make environmental protection a
primary concern. Let us not wait for another Yolanda to befall us before we realize the importance
of protecting the environment.
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Conclusion:
From the discussion and analysis above, the following conclusions can be made:
1. There are enough environmental laws in the Philippines which seeks to address the
environmental concerns of the country. From the constitution down to the ordinances, Philippine
laws are broad enough to address most situations in the present or the future that would need legal
enforcement. A problem of overlapping functions and jurisdictions have and may arise because
of the overlapping laws.
2. There are existing government institutions that were tasked to implement environmental
laws. However, the problem lies in the proper coordination and the implementation of these
laws. Another concern is the lack of financial support and personnel for all programs concerning
the enforcement of these laws.
3. There is a need to have an intensified awareness campaign to inform the public of the
current environmental issues and the institutional and regulatory measures available to curb and
prevent the destruction of our environment. The Department of Education and Commission on
Higher Education can initiate this campaign by requiring environmental subjects in the curriculum
both in the secondary and higher education levels. Intensified awareness campaigns are also
imperative to highlight the importance of this issue.
4. There is a need to consolidate the current environmental laws to make them consistent
with each other and avoid overlapping of functions and processes. The creation of new a new
environment code which will encompass all existing environmental laws is a first step towards
updating and refining the current list of environmental laws. This will consolidate environmental
laws for better understanding.
5. Considering that the implementation and enforcement of environmental laws is a
challenge, the creation of an environment super-body can help in synergizing all the efforts of
government and private institutions towards better awareness and appreciation of environmental
issues. This environmental super-body can help harness all energies of the government and the
private sector so that it can focus on solving environmental problems.
Despite the many challenges facing the Philippines regarding the proper implementation
of environmental laws, there is still hope. People and the government are now more aware of the
effects of climate change, depletion of the ozone layer, and the use of renewable energy. The next
step is to inform them of the institutional and regulatory mechanisms in the Philippines to educate
them of their responsibility under our system. Indeed, these are small steps that we should all take
to help protect the environment and avoid another Yolanda. Also, the Philippine government’s
resolve to send back the crates of wastes back to Canada in 2019 shows its resolve to have a
“healthful environment” for Filipinos.
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Abstract
Despite being considered as the backbone of the Asian economy, small and medium
enterprises (SMEs) find it difficult to access loans from commercial banks. Access to external
finance is one of the main barriers to SMEs’ growth and a major constraint on performance and
competitiveness. SMEs particularly the smaller ones have been unable to access funds due to their
limited track record, limited acceptable collateral, inadequate financial statements, and business
plans. SMEs rely on internal funds or cash from friends and family to launch and run their
enterprises.
This study sought to determine the factors significant to financial performance and the
significance of the relationship between the financial performance of SMEs in accessing loan. To
this effect, the study proposed an accessibility model. Fifty respondents composed of business
owners, managers, financial officers or accountants, participated in the study. Correlation, multiple
regression, and descriptive statistical techniques were used to analyze the data.
The results found a significant impact between financial statements and liquidity and
access to loans. Findings revealed that collateral and profitability were insignificant and therefore
have no impact on the accessibility of loan. The study concluded that financial statements and
liquidity are often the factors banks investigate when granting loan to SMEs. The study
recommends that business owners be more transparent and organized in their financial statements
and always prioritize the liquidity of the business. In order to improve liquidity, the business must
focus on its profitability on its various products and services.

Key Words: Financial performance; Loan Accessibility; Collateral; Liquidity; Profitability; Small
and medium enterprises
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Introduction
According to Ibrahim et al (2015), small and medium enterprises (SMEs) have always been
an important contributor to a country's economic prosperity and in the globalization era, businesses
are forced to push beyond the boundaries to sustain their competitive advantage and have the
competency to succeed. They make up more than 98% of all Asian businesses that provide two
out of three private-sector jobs in the region. Therefore, it is vitally important for Asia’s economic
success to have fully functioning support measures for SMEs (Yoshino, 2016). However, despite
the importance of the small business sector, access to finance is a frequently cited problem. Sources
of capital are more limited for SMEs compared to large firms (Quainoo, 2016). As indicated by
Aldaba (2012), though SMEs are crucial to economic growth, employment creation, and
innovation, their lack of access to financing is cited as one of the major constraints affecting their
performance and competitiveness.
The ability of SMEs to develop, grow, sustain and strengthen themselves is heavily
dependent on their capacity to access and manage finance (Peprah, 2016). One of the most reliable
means for businesses especially for SMEs to raise capital to achieve their goals is through bank
loans (Moro, Fink, & Kautonen, 2014). As indicated by Peprah (2016), the ability to access
finance is a major factor affecting the growth and success of SMEs. Many businesses face a lot of
challenges in acquiring loans from banks and SMEs are the most affected (Moro et al., 2014).
Start-ups report financing as their greatest constraint which gives evidence that financing
constraints reduce start-up profitability.
SMEs particularly the smaller ones have been unable to access funds due to their limited
track record, limited acceptable collateral, and inadequate financial statements and business plans.
This is confirmed by bank surveys that showed that the top reasons for turning down financial
requests were the firms’ poor credit history, insufficient collateral, and insufficient sales, income
or cash flow, unstable business type, and poor business plan (Aldaba, 2012). According to The
World Bank, SMEs are less likely to be able to obtain bank loans than large firms; instead, they
rely on internal funds, or cash from friends and family, to launch and initially run their enterprises
and about half of formal SMEs don’t have access to formal credit. The financing gap is even larger
when micro and informal enterprises are considered. Overall, approximately 70% of all MSMEs
in emerging markets lack access to credit; while the gap varies considerably region to region, it’s
particularly wide in Africa and Asia (The World Bank, 2017).
However, despite the large percentage of micro-enterprises in the Philippines, the study
focused on SMEs because according to Lagua (2017) most of these micro- enterprises do not
develop to be SMEs. Either they are not sustainable and their growth peters out, or they remain to
a micro-enterprise. Clearly, the gap in our development efforts is bringing micro-enterprises to the
next level, providing business assistance to these graduating micros toward SME status (Lagua,
2017). As SMEs have characteristics that enable them to be catalysts for development, this
provides the rationale as to why they should be given the chance to access finance.
Other reasons were given by Lagua (2017) as to why SMEs must be prioritized over smaller
enterprises are the following: the multiplier effect by SMEs helping their fellow SMEs grow and
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develop; SMEs are sustainable and alive, though not with high growth rate, which is a good sign
for lenders; job creation provided by growing SMEs; SMEs germinate new industries as it is easier
for them to enter into new ventures, and lastly, SMEs are an instrument to economic production
and able to stabilize society.
The objective of the study is to determine the impact of the financial performance of SMEs
when accessing credit from commercial banks. It aimed to answer the questions:
(1) What are the significant factors affecting financial performance?
(2) What is the impact of the financial performance of SMEs in accessing loans?
(3) What accessibility relationship model can be proposed?
The research is interested to determine whether there is an impact on SME’s financial
performance to credit accessibility. The study can benefit banks, entrepreneurs, government, and
customers. It is significant to the banks as it would raise awareness on the difficulties of SMEs in
terms of financing their business as most use personal funds to finance expenses in their operations.
To the entrepreneurs, it will help them be more prepared when starting and running a business. For
customers, they should patronize SME products and services more to help them generate sales
needed for loans. The study would also raise awareness to government agencies to create more
laws and regulating procedures for both SMEs and banks for the purpose of easier access to loans
for MSMEs with potential.
Theoretical Framework
Credit Rationing Theory
In a study by Mwangi (2014), the credit rationing theory, propounded by Stiglitz and Weiss
(1981), provides a framework for analyzing financial market inefficiencies. It asserts that
information asymmetry is the main cause of financial market malfunctioning in developing
countries. Banks that advance loans to economic agents are not only interested in the interest they
receive on loans, but also the risks of such loans.
The interest banks charge on loans have the tendency to affect the risks of a pool of loans
by either sorting potential borrowers (the adverse selection effect) or affecting the behavior of
borrowers (the moral hazard problem). In addition, the study argued that the problem of adverse
selection and credit rationing can again occur if banks require collateral for loans. It was noted that
since low-risk borrowers (borrowers who face a lower rate of return if a project returns its highest
outcome) expect a lower rate of return if the rate of inflation is high, they are on the average less
wealthy than high-risk borrowers (after some time period) and even, are unable to provide more
collateral for extra loans (as they may not have the necessary collateral). The most important
conclusion from Stiglitz and Weiss argument is that information asymmetry in the form of adverse
selection and moral hazard is the source of market inefficiency in developing countries and this
leads to low-risk borrowers such as SMEs being sidelined or even excluded from the stream of
potential borrowers.
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Harvie (2011) used the theory in the ERIA Research Project Report 2010 – 14 which
focuses on the framework of SME Access to Finance in Selected East Asian Economies. The study
mentioned that SMEs face more challenges when accessing finance compared to larger firms. Such
institutions need to be able to effectively monitor the performance of the enterprise and ensure
that: the enterprise is abiding by the initial terms of the contract; the enterprise is making
satisfactory business progress; the necessary means are available to ensure that the interests of the
lender are being respected. Such monitoring, however, is difficult due to a lack of transparency in
the operation of SMEs, which are less likely to follow expected norms of corporate governance.
In this context, SMEs are often viewed to be riskier and costlier to extend funding due to its
stability in the market. These include firm characteristics such as: the size of the SME; the age of
the SME; limited availability of collateral, and in particular fixed assets (property, plant and
machinery etc.); perceived lack of profitability arising from lending to SMEs by banks; perceived
higher risk of lending to SMEs due to higher probability of default and business insolvency; lack
of credit history and credit rating if the business has not borrowed in the past.
Harvie (2011) states that greater perceived likelihood of default and insolvency by SMEs
relative to large enterprises, a lack of clear ownership of collateral (e.g., real estate), a limited track
record of having received credit already and, therefore, no credit rating upon which banks can
proceed with the loan, the higher compliance costs faced by SMEs in applying for a loan, and the
higher assessment and processing costs required by banks on SME loans relative to the amount
borrowed. Assessment costs relative to the size of loans to large enterprises are also likely to be
much lower than for SMEs.
Access to Credit
SMEs have special characteristics (Vasiliu and Dobrea, 2013): i) small size; ii) greater
likelihood of bankruptcy; iii) greater ability to change the nature of their assets, and iv) less
transparency in the information provided to creditors about companies’ specific characteristics.
When internal finance is insufficient, these characteristics of SMEs may mean difficulties in
accessing external funding, limiting their investment options and possibly leading to sharp falls in
performance in general, and profitability. According to Wlodarczyk et al (2018) crediting small
enterprises is different than crediting the big ones in respect of the cost of the bank credit and the
costs of gaining the information about the debtor. Insufficient amount of information given to
banks and its asymmetry may result in limited access of SMEs to capital. The characteristics of
the banking system in developing and emerging markets frequently inhibit SME lending. Many
lending banks are state-owned with credit allocated based on government guarantees or in line
with government targeting to specific sectors.
In banking activities, lending generates most of the profit, however, it also contains great
potential risks. Major banks take the stand that it is difficult to overcome the risks linked to SME
financing and thus prefer to limit exposure to them (Wu & Jayaram, 2011). Additionally,
worsening market conditions may trigger regulations that require banks to hold more cash in
reserve to ensure they will have enough funds to pay their liabilities (Irene, 2014). Changes in the
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economic environment in which banks and small businesses operate have heightened concern
about the availability of credit to small businesses (Kiama, 2012).
In the Philippines, most of the banks require financial documents and collaterals in order
to proceed with their loan. Haron et al (2013) state that in Malaysia, SMEs generally face
difficulties in obtaining finance with lack of collateral and insufficient documents to support loan
application. Previous studies have shown that management’s relationship and track record of
payment to the bank or financial institutions, presence of collateral and capacity of the SMEs to
repay the loan are some of the factors that are being assessed by the credit officers of the banks or
financial institutions when issuing out the loan.
Financial Performance
The financial performance comprises of financial efficiency measures such as return on
investment and return on equity and profit measures such as return on sales and net profit margin
(Li, Huang, and Tsai, 2010). In Nyangona’s (2012) the paper cited different research studies to
conclude that an organization’s financial performance can be measured by total sales, liquidity,
and profitability (Kelley and Nakosteen, 2005; McMahon, 2001). Finance and accounting
literature evaluate SMEs performance by applying financial ratios such as profitability ratios,
liquidity ratios, market ratios, and debt ratios, yet these are just the last performance indicators, as
they are in fact, influenced by how firms perform in terms of their efficiency and productivity, and
how inputs and product prices change (Amornkitvikai & Harvie, 2016).
In the study of Nakhaima (2016), Franco and Haase (2009) also state that controlling equity
and debt finances to achieve the balance appear to be still an issue for SMEs to date. Tracy (2010)
adds that one of the issues affecting financial reporting is inaccuracy during the preparation stage
of financial statements. This is caused by lack of understanding financial reporting, business
requirements and lack of control over resources which result in financial instability (Chuthamas,
Islam, Keawchana and Yusuf, 2011).
Collateral
There is a wide array of research shows that collateral is acting as a disciplinary role for
the borrowers, and it can solve the moral hazard problem of the loans (Brick and Palia, 2007).
Collateral acts as an indication enabling the bank to attenuate or eliminate the adverse selection
problem caused by the existence of information asymmetries between the bank and the borrower
at the time of the loan decision. Although the bank knows the credit quality of the customers, the
collateral helps to alleviate moral hazard problems once the loan has been granted. Consequently,
problem of moral hazard faced by the bank in lending could be restrained by having collateral
(Haron et al., 2012).
Collateral security seems to be the greatest hindrance to financial credit by SMEs.
Collateral refers to security or guarantee for the loan borrowed (Hasnah, Saniza, Jayaraman, &
Ishaka, 2013). Where the required security does not fit the needs of the target group, potential
borrowers will not apply for credit even when it exists and when they do, they will be denied
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access. Failure of SMEs to meet bank requirements for credit acquisition leaves them open to
alternative sources of credit.
Collateral is seen as a signaling device for the banks to know about the borrowers’ quality
and hence, pledging collateral can reduce the credit risk of the loans by increasing access to the
credits. On the other hand, it is also possible that poor borrowers will provide more collateral
because of their capital constraints and for credit rationing from other sources (Gama and Duarte,
2015). Collaterals could be cash, account receivables, guarantees, properties, and equipment. Even
though collateral is an important secondary source of repayment, reselling these types of collateral
is more difficult to do than say and it could be costly (Nguyen, 2016). Moreover, Brigo, Morini,
and Pallavicini (2013) find that under the time value of money theory, the value of collateral can
change dramatically during the loan period, so it is not always easy to evaluate the fair value of
the asset. In case if the value of collaterals decreased, especially in real estate market, selling assets
might be very time consuming (Nguyen, 2016). Beck et al. (2006) in the World Business
Environment Survey (WBES) found that collateral requirements are the third most important
difficulty in financing for SMEs while high-interest rates and lack of long-term loans are the first
and second ones.
Profitability
Profitability is the most important measure of the success of the business. Profitability may
be defined as the ability of a given investment to earn a return from its use (Tulsian, 2014). A
business that is not profitable may not survive while a business that is highly profitable can reward
its owners with large returns on their investment (Kithii, 2008). A firm that is profitable is also
able to expand and increase its value.
Profitability is the greatest indicator of the performance of SMEs who struggle for survival,
on top of proving their creditworthiness and solvability to their financiers. In this study, income
and expenses are used to measure profitability. Profitability is the excess of revenue over expenses,
which is seen by the ratios like gross profit margin and pre-tax margin (Odongo, 2014).
Profitability measures help in assessing the success of a business undertaking. An
undertaking that is not generating profits/revenue cannot survive (Bitila, 2014). A profitable
undertaking has the capacity to pay back the owners in the form of return on investment made.
According to Gitman et al. (2012), in a competitive marketplace, to achieve a satisfactory level of
profitability must be learned by the business owners. Understanding determinant profitability is
the key factors that help managers in developing an effective profitability strategy for their
company (Gitman, et al., 2012).
In terms of profitability determinants, Schiniotakis (2012) found the determinants of firm
profitability are lagged profit rate, lagged productivity level, its persistence, firm size, and sector
effects. Many studies have emphasized medium-sized and large firm profitability determinants,
however only several researchers examined the determinants of SME firm’s profitability. Salman
and Yazdanfar (2012) have examined factors determine profitability of micro firms. The study
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indicates that growth of sales and total factor productivity have a significant positive effect on
micro-firm profitability.
Liquidity
The firm's liquidity refers to its ability to meet its current obligations as and when they fall
due. It can also be referred to as current assets management. The more current assets a firm has,
the more liquid it is. This implies that the firm has a lower risk of becoming insolvent. Liquidity
plays an important function for a thriving performance of nonfinancial companies. A business
ought to make sure it has enough liquidity to meet up its immediate obligation.
Liquidity is one of the areas reflecting the company´s performance. According to
Vinczeová et al. (2016), liquidity management maintaining the current assets and current liabilities
balance on proper level is an important condition for improving performance of the company and
its value enhancement. In light of this, it can be noted that improving liquidity has direct positive
impact on company´s performance (Vinczeová et al., 2016). The authors strongly believe that
liquidity management is a crucial managerial area within the processes of financial management,
which, if performed successfully, may help the company, achieve its goals on the way to
excellence. As therein stated, companies should be able to meet all their payable financial
obligations daily.
A company not able to pay off debts within a short period may form bad debts and
encounters the risk of bankruptcy (Lin et al., 2014). There is common knowledge that even the
most profitable company may go bankrupt if it does not manage its liquidity in a proper way (Błach
et al., 2014). And that is the reason why banks are hesitant when lending to small-medium
enterprises because even the large enterprises can fail or file for bankruptcy.
PROCESS

INPUT
Access to Credit
Financial Performance
• Collateral
• Liquidity
• Profitability

•
▪
▪
▪

Impact
on
Financial
Performance
on
Accessibility of Loans
Sample population of 50
respondents
Distribute survey
questionnaires
Methodology

OUTPUT
Based on the result of the
study, what accessibility model
can be developed

Feedback

Figure 1. Conceptual Framework
Using the IPO approach, see Figure 1, the Inputs are the data needed to assess if the
financial performance of SMEs has an impact when accessing bank credit. The independent
variables are collateral, profitability, and liquidity of the business, while the dependent variable is
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access of SMEs on bank credit. The Process outlines the obtaining of the data needed for the
study. The Output defines the conclusions and recommendations for the study. Feedback is
suggested in support for future studies.
Methodology
The research design used is the descriptive method, through the use of a survey
questionnaire. The study was conducted in BF Homes located in the City of Paranaque. BF Homes
is a massive residential area, once touted as ‘the biggest subdivision in Asia’ (Avila, 2017).
Paranaque City was chosen as the study local because, with the increase in population, the more
SMEs operated and developed.
The respondents are SME business owners as they are the ones who coordinate with banks
when acquiring for bank services particularly loans and experiences challenges in doing so. The
SMEs must be established for 3-5 years because in the first 2 years, often start-up SMEs opt to use
personal funds to launch the business. The statistical treatments used on the data include
percentage, mean, correlation, R square, Anova, and regression.
Summary of Findings
Significant Factors affecting Financial Performance
The independent variable with the greatest effect is the liquidity with 0.54 or 54% effect
on access to credit. Liquidity is followed by collateral with 0.42 or 42% of the effect on access to
loans. Collateral is followed by profitability which accounts for 0.36 or 36% (profitability). This
indicates that all the x – variables have an impact on the accessibility of loans. However, the
variables have different significance level. Liquidity is the top concern of commercial banks when
granting credit and the main concern of business owners, followed by collateral which is also
important as it reduces moral hazards when an SME defaults on their loan.
Significant impact of Financial Performance on Accessibility of Loans
Regression analysis revealed the extent to which financial performance predicted access to
the loan. It indicates that the combination of collateral, profitability, and liquidity account for 58%
of the variance accessibility to loans of SMEs (Adjusted R Square .580). Liquidity was observed
to have the most significant impact in accessibility to loans of SMEs (Beta .509, sig = 0.00w). It
implies that a positive change in liquidity leads to 0.509 (50.9%) positive impact in accessibility
to loan of SMEs. The overall model was significant at (Sig. = 6.96461517E-09 or 0.000). It is
interpreted that the 61.5% effect of the x-variables on access to loan is found to be significant.
However, if itemized, only liquidity has a significant effect on the accessibility to loans.
What accessibility model can be developed?
Given the results, the accessibility model that can be developed would include all the
independent variables, collateral, profitability and liquidity. Compared to other linear regression
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analyses, collateral, profitability and liquidity came up with the highest R Squared with .544 or
54.4% affecting the Y variable.
Conclusions and Recommendations
The result of the study found an insignificant impact between collateral and access to credit
and profitability and access to credit. The study concludes that there is no evidence that collateral
can increase access to credit for SMEs from small banks. Similarly, it did not find any effect of
collateral on interest rates or collateral security that can lower the default rates of the SME loans
and the results are similar regardless of bank size. The insignificance of collateral is similar to the
conclusion of Rahman et al. (2016), the study did not find any evidence that collateral can increase
the access to credit for SMEs. In addition, provision of collateral does not lessen the chances of
defaulting borrowers. In terms of profitability, banks do not thoroughly investigate the profitability
of a business because the problem with profitability is that it not necessarily ready-cash available
for payment. Thus, the so-called profitability may not be cash but simply accrued income (but not
collected). One can be very profitable but cash-poor hence not too attractive for lending purposes.
It is also well known among accountants and bankers that profitability can easily be managed, or
window dressed. It is still the financial statement or the overall financial performance who will
give a better judgment for loan officers. Moreover, banks seek stable and sustainable relationships
with clients. A business that appears to have better prospects as an ongoing entity (as evidenced
by cash flow liquidity, and overall financial performance) would be a more desired client than a
business that offers only collateral and the prospect of one-time transactions.
The study concluded that liquidity of SMEs significantly affects the access to loans because
it determines the ability of a business to pay off their financial obligations when due. The
researcher, therefore, recommends that SMEs must continue to liquidate their assets and engage
in transactions wherein the turnover of goods/services. Being financially liquid is also a means of
becoming financially independent as a business and in order to gain this independence, a business’
objective is to always increase their profit, control their expenses like to always spend on the things
needed by the business, determine long-term financial goals for liquidity so the business can set
practices in order to reach these goals, and implementing business or financial plans that will
maintain or increase the liquidity of the business. In order to improve liquidity, the business must
focus on its profitability, review the profitability on your various products and services. Assess
where prices can be increased on a regular basis to maintain or increase profitability. As costs
increase and markets change, prices may need to be adjusted as well. Regarding overhead expenses
of the company, these are usually paid on short-term basis. Businesses should also work on their
marketing strategies as it will be a channel to attract more clients/customers and in return will
result in an increase in income.
On the other hand, the study concluded that collateral does not significantly impact the
access to loans of SMEs. According to Rahman et al. (2016), collateral does not increase the
chances of SMEs in accessing loans. It is recommended that SMEs must still try to provide
collateral as much as they can because being able to provide such is an edge of getting the loan
granted. Collaterals may be in the form of a real estate, cash secured loan, inventory financing,
and invoice collateral. In cases of small businesses, there may be some who may have difficulty
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in purchasing a real estate to serve as collateral. But with cash secured loan, inventory financing,
and invoice collateral, it will be within their reach which can be used as collateral. Cash secured
loan is simply maintaining a balance on an account wherein when a borrower defaults, the bank
has the right to liquidate the cash in the account. Inventory financing is where the inventory of the
business is at stake if the borrower defaults, all the inventory listed as collateral will be sold and
the sales will be given to the lender. And lastly, invoice collateral is one of the types of collateral
used by small businesses, wherein invoices that are still unpaid are used as collateral. With
everything said, collateral is not always real estates, there are always other options to choose from
that is within the reach of small businesses.
The study also concluded that profitability does not significantly impact the access to loans
of SMEs because it is a known issue within accountants and banks that businesses sometimes
window-dress or manipulate their profitability to look more attractive to creditors and investors.
Business owners should avoid engaging in wrongful doings because once they get caught, the
consequences will cause more trouble for the business. And when book – keeping profitability,
business owners, apply GAAP because it is important and necessary to present financial
information accurately and consistently. Nevertheless, despite the insignificance of profitability,
it is still important to maintain or increase profitability as it will be one of the major factors that
helps a business grow and develop. Without profit, there is a chance that a business will fail and
close. In order to increase the business’ profit, the business must engage itself to the usual
preference of the market. The business should always consider innovating their products as well
as service that will meet the standard of the market and this is their first step towards higher
profitability.
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Abstract
The current study will examine the empirical underpinning of competition on technical
efficiency in the Philippine non-life insurance market using in a four-stage analysis. Using panel
data sets on non-life insurance companies from 2012 to 2016, data envelopment analysis (DEA)
will be utilized to estimate technical efficiency scores. In the second stage, the competition will be
measured using Panzar-Rosse H- statistics. In the third stage, the panel regression model will be
used to examine the effect of competition on the efficiency scores. In the final stage, a one-year
interval in the year 2013 to 2014 was tested isolating the impact of the change in the paid-up
capital. Firm size, diversification, underwriting risk, financial leverage, and paid-up capital will be
employed as controlled variables. On the one hand, the results showed that the efficiency scores
were increasing a year after every increase in the paid-up capital. On the other hand, segmenting
the insurers to paid-up capital compliant and non-compliant further confirms that non-compliant
were more efficient. The Philippine non-life insurers exhibit a monopolistic competition based on
Panzar-Ross model. Results suggested that insurers maximize revenue under the condition of
competitive power. The findings supported the presence of quiet life hypothesis (QLH) in the
Philippines non-life insurance market. Insurer-specific factors such as diversification, financial
leverage, and profitability predicted the efficiency scores of the insurers..
Key Words: Quiet Life Hypothesis (QLH), H-statistics, Competition, Efficiency, Data
Envelopment Analysis, Philippines
Introduction
Philippine Insurers and Reinsurers Association (PIRA) and Philippine Life Insurance
Association (PLIA) has been lobbying to the Insurance Commission (IC) to freeze the paid-up
capital requirement to Php 900,000,000 already. This is so evident that the generated capital of the
industry is excessive already considering the premiums generated by the insurers as this is just like
a regulatory cost on the part of the insurers. This regulatory cost is triggering the insurers to be
more efficient in their cost allocation strategies.
Aside from efficiency concerns of the insurers brought by the increasing capital
framework, competition has been becoming tougher within the industry. Building competitive
advantage is very important in maximizing sources of funds to sustain the operations cost and
regulatory cost. The tough competition is driving some of the industry players to violate some
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regulations set by the Insurance Commission (IC) including breach of the tariff, non-compliance
with the capital requirements, cashflow underwriting, etc. The trade-off between the efficiency
and competition has been an important empirical evidence as backed by the neoclassical theory
“quiet-life hypothesis” of Hicks (1935). The theory argued that managers of highly competitive
firms enjoy a “quiet-life” free from competition. The lack of effort will lead to inefficiency. Also,
the information asymmetry is prevalent in the insurance sector, making it difficult to benchmark
resulting in market strategy failures.
In this current research, a test of quiet life hypothesis will be applied in the non-life
insurance industry in the Philippines. As proposed by Hicks (1935), the quiet life hypothesis
(QLH) predicts that under concentrated market condition, firms will have slacks in costs
components due to lack of managerial efforts, insufficient profit-maximizing behavior,
unnecessary expenditures to obtain and maintain large market size, and retaining the inefficient
managers. Taking it in the Philippine insurance industry landscape, mergers and acquisition will
become prevalent, leading to a higher likelihood of becoming larger. As the insurers become
larger, it enables competition and growth; however, it may consequently erode the firms'
efficiency. This study will seek to answer the questions about the efficiency of the Philippine Nonlife Insurers, the effect of competition on technical efficiency in the Philippine non-life insurance
market, how is the competition affecting the technical efficiency in the Philippine non-life
insurance market, and the other insurers' specific factors affecting the efficiency of the insurers.
This empirical research in the Philippines is new the literature. This can further test the stability of
the theory in advancing the practical application of the DEA, Panzar-Rosse H Statistics, that the
different stakeholders can use. First, the insurers will benefit since they will be able to know the
current state of the efficiency of the industry in general. The emerging factors in the study can be
further considered in strategic planning. Second, the industry regulators will be able to validate the
form of market structure in the Philippine insurance industry. Third, future researchers can trace
the stability of the theories in efficiency, competition, and structure, conduct, performance. The
known limitation of the current research will focus only on the Philippine Non-life insurers. The
data will be provided by the Insurance Commission for the years 2013 until 2017 only.
Review of Related Literature
There are much literature attempting to predict the financial performance of the firms. Most
of the literatures from financial sector examined the efficiency of banking industry using the SCP.
The model was previously being specified using panel regression models. The study used the most
common proxy for performance; the technical efficiency to be predicted by the relative-market
power of banks. Several studies prove the presence of the QLH in the same industry (Anzoategui,
Martinez Peria & Melecky, 2010; Angelini & Cetorelli, 1999; Berger & Hannan, 1998; Coccorese
& Pellecchia 2010; Delis & Tsionas, 2009; Färe, et al, 2010; Koetter & Vins, 2008; Mamatzakis,
Staikouras & KoutsomanoliFillipaki, 2005; Pruteanu-Podpiera Weill & Schobert, 2008). The basis
for the presence of the QLH in the financial sector such as a bank is that the estimated efficiency
cost of concentration to be several times larger than the social loss from mispricing as traditionally
measured by the welfare triangle. The empirical results do not find any support for the Hicks
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(1935) “Quiet Life” version of the market power hypothesis (Al-Muharrami & Matthews, 2009;
Andries, 2011; Casu, & Girardone, 2009; Schaeck & Čihák, 2008).
Measures of efficiency
There are seven most common methods utilized to determine the efficiency such as DEA
and FDH under the nonparametric; stochastic frontier analysis (SFA), thick frontier analysis (TFA)
and the distribution-free approach (DFA) under the parametric; there are also the semi-parametric
and the Bayesian methods. Since actual efficiency is still a parameter, converting it into the
estimate will depend on the objectives to answer the research inquiry (Hjalmarsson et al., 1996).
The parametric measures were further divided into two, namely Data Envelopment
Analysis (DEA) and Free Disposal Hull (FDH). The main difference is that the FDH does not take
into account any inputs and outputs, unlike DEA (Deprins, et al.,1984; Wise, 2017). There are
three parametric techniques, stochastic frontier analysis (SFA), thick frontier analysis (TFA) and
the distribution-free approach (DFA) (Berger & Humphrey, 1997; Schmidt & Sickles, 1984) while
the semi-parametric approach relaxes some of the assumptions of SFA (Greene, 2008).
In the case study for Portugal, Barros, Barroso, and Borges (2005) estimated the changes
in total productivity, breaking it down into technically efficient change and technological change
using DEA applied to a representative sample of insurance companies operating in the Portuguese
market. The procedure aims to seek out those best practices that will lead to improved performance
in the market. They ranked the companies according to their change in total productivity for the
period 1995 to 2001, concluding that some companies experienced productivity growth while
others experienced a decrease in productivity. The implications arising from the study were
considered in terms of the managerial policy.
The paper of Barros, Dumbo, and Wanke (2014) describes a variety of approaches used to
assess the efficiency of a sample of major insurance companies in Angola between 2003 and 2012.
Starting with the bootstrapping technique, several data envelopment analysis (DEA) estimates
were generated, allowing the use of confidence intervals and bias correction in central estimates
to test for significant differences in efficiency levels and input-decreasing/output-increasing
potentials. Previous studies have focused on the measurement and explanation of the factors
affecting the performance rather than the prediction. The use of neural networks combined with
DEA results as part of an attempt to produce a model for insurance companies’ performance with
useful predictive ability was investigated. The findings indicate that older insurance companies
with Portuguese origin tend to be more efficient. Results also suggest that opportunities for
accommodating future demand appear to be scarce.
Effect of competition on efficiency
Africa is one of the main contributors to the literature on competition and efficiency (Moyo,
2018) but has differences in terms of result. For instance, Alhasan and Ohene-Asare (2016) and
Apergis and Polemis (2016) found competition to improve cost efficiency, supporting the
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QLH. However, Saka, Aboragye, and Gemegah (2012) suggested that competition progresses
technical efficiency with the theoretical basis of the efficient structure hypothesis.
Alhassan and Biekpe (2016) is one of the pioneers of investigating the existence of QLH
in the insurance industry. Their paper was three-stage analysis focusing on the effect of
competition on cost and profit efficiency in the South African non-life insurance market. They
utilized annual firm-level data on 80 non-life insurance companies from 2007 to 2012. They use
used stochastic frontier analysis (SFA), a parametric method to estimate the efficiency scores,
which is the first stage of their study. In the second stage, they measured insurance market
competition using the Panzar-Rosse H-statistics. In the final stage, the authors estimate a fixedeffects panel regression model which controls for heteroskedasticity to examine the effect of
competition on the estimated efficiency scores. Firm size, diversification, age, risk, reinsurance,
and leverage are employed as control variables. From stage 1, the average cost and profit efficiency
of 80.08 and 45.71 percent, respectively. This suggests that non-life insurers have high levels of
efficiency in cost and low efficiency in profit. In stage 2, it was found that firms in the market earn
revenues under conditions of monopolistic competition. The results revealed a positive effect of
competition on cost and profit efficiency, validating the presence of QLH consistent with the study
of Berry-Stölzle et al., 2011; Fenn et al., 2008; and Alshammari, Alhabshi & Saiti (2019).
Insurer specific factors affecting the efficiency
It has been established that the profitability of companies is contributory to the economic
growth of the country. As cited by Outreville (1996) from the United Nations Conference on
Trade and Development, “a sound national insurance and reinsurance market is an essential
characteristic of economic growth.” This could have been one of the empirical grounds of
conducting studies about profitability in the insurance industry.
Afza & Asghar (2014) examined the determinants of efficiency in the insurance companies
of Pakistan over the period 2003 to 2007. DEA was applied to estimate the efficiency scores of the
insurance companies, and then the study used regression analysis to analyze the relationship of the
line of business, size, profitability, investment, claim and financial reforms with the DEA
efficiency scores. Moreover, for a more comprehensive analysis, the study has also divided the
sample into life and non-life insurers. In the non-life insurers, it was found out that investment,
profitability, and financial reforms are positively related, whereas, the claim was found negatively
correlated with the efficiency scores. In contrast, investment, profitability, and financial reforms
were found negatively related, whereas, the claim was found positively associated with the
efficiency scores of the life insurers.
Research gaps
Despite the existence of the pioneered studies by Alhassan and Biekpe (2016),
Alshammari, Alhabshi & Saiti (2019), and Afza & Asghar (2014) in the insurance industry, their
methodology in estimating efficiency and competition is parametric. It is also of equal important
to test the stability of theories in competition and efficiency by utilizing non-parametric approaches
because of the non-normal distribution nature of the data sets in the insurance industry. Especially
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in the Philippines wherein there is a large gap in financial conditions and different implementation
of the regulations. The current research will exploit the gaps in the method of estimation of
efficiency and competition. Another is by studying how specific regulatory policy, such as an
increase in capital framework impact the efficiency of the insurers.
Research Frameworks
The industrial organization was concerned with the way firms to compete with each other.
While the industrial organization theory revolves around the presence of market power, how firms
acquire and maintain market power, implications of possessed market power, and the role of public
policy regarding market power. In this regard, the Structure-Conduct-Performance (SCP)
framework was proposed to establish the causal relationship between the structure of the industry,
firm conduct, and market performance (Faccarello, G. & Kurz, H. F.,2016).
This theoretical underpinning suggests that various industry structure gauges are an
exogenous and implicit degree of symmetry in conduct holds across industries. SCP proxied
performance as the rate of return, price-cost margin, and Tobin’s q; market concentration as
Hirshman-Herfindahl Index (HHI); and barriers to entry as advertising, efficiency scale, research
and development, and capital. This hypothesized that there is a positive relationship between
market power and concentration, and barriers to entry positively influence market power.
However, the critique arises due to the distorted measures of the variables.
On the other hand, the shortcomings of SCP paved the way for the rise of Efficient
Structure (ES) Hypothesis. This predicts that under the pressure of market competition, efficient
firms defeat the competition and grow, making them grow larger, maximizing their market share,
leading to higher profits. This theory assumes that efficiency positively impacts the market
concentration. Contrary to ES, Hicks (1935) proposed the quite-life hypothesis suggesting that in
a concentrated market, firms do not minimize costs due to the insufficient managerial effort, low
profit-maximizing mechanism, wasteful expenses to exploit economies of scale, and survival of
inefficient managers.
Theory in efficiency
The estimation of efficiency can be both performed through parametric and non-parametric
techniques. The first is the parametric approach, also known as the econometric approach, with the
most used methods: stochastic frontier analysis (SFA), tick frontier analysis (TFA), distributionfree analysis (DFA). The second is the non-parametric approach, also known as a mathematical
programming approach, which includes two main methods: data envelopment analysis (DEA) and
free disposal hull (FDH).
H1: The average efficiency of the non-life insurers is increasing
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Theory in competition
The measurement of competition can be illustrated through structural and non-structural.
The structural approach assumed that concentration reflects the lack of competition. On the other
hand, the non-structural approach accounts for the pricing behavior in the industry since it
examines the elasticity of company revenue to changes in input prices depending on market
structure.
H2: Philippine non-life insurance industry market structure exhibits monopolistic competition
Quiet Life Hypothesis
Hicks (1935) argued that managers of companies with market power exhibit a “quiet life”
free from competition. Consequently, the lack of competitiveness will reduce the managerial effort
leading to inefficiency.
H3: Competition in the Philippine non-life insurance industry will result in efficiency in the
operations
Diversification
Writing multiple line-of-business enable leveraging fluctuations against potential losses.
Also, capital is being maximized through input sharing in labor and equipment. Eventually,
optimized efficiency is expected to diversified insurers.
H4: Diversified insurers improve the efficiency of the Philippine non-life insurance industry
Economies of scale
Larger firms are more likely to be efficient because of reduced per unit production cost and
increased market share.
H5: Bigger insurers can increase the efficiency of the Philippine non-life insurance industry
Underwriting leverage
Since this is claims to premiums ration, this reflects the soundness of the insurers
underwriting guidelines. According to Fama & Jensen (1983), underwriting risk policies have a
high probability of high variations from claim payments.
H6: A sound underwriting leverage can increase the efficiency of the Philippine non-life insurance
industry
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Financial leverage
The highly leveraged firm is signaling a high financial cost, a greater probability of
financial distress, and insolvency. According to Berger et al. (2000), policyholders find a highly
insolvent firm as less attractive.
H7: Highly financial leverage insurers can decrease the efficiency of the Philippine non-life
insurance industry
Profitability
Profitable operations will eventually lead to an increase in efficiency. According to
Gardner and Miller (1994), it reflects the percentage of what is left out in the revenue after
deducting all expenses by its assets and equity.
H8: Highly profitable insurers can increase the efficiency of the Philippine non-life insurance
industry
Capital framework
Complying in the capitalization framework is an indicator that a company has a good
financial standing. This can potentially attract clients, which can lead to an increase in efficiency
because the cost will be spread out accordingly.
H9: Paid-up capital compliant firms are more efficient
Research Methodology
Data collection
The data was obtained from the statistics department of the Insurance Commission. The
panel data sets from 2012 through 2016 will be obtained. The data set includes all the Philippine
non-life insurers coming from 69 non-life insurers. However, companies under receivership from
2013 until 2017 were excluded in the study to obtain a strongly balanced panel data sets. Also,
companies with negative premiums earned during the said period were excluded from the study.
Table 1
Definition of variables
Variable
Total underwriting income
Total investment income
Total underwriting expenses
Total general expenses

Measurement
Sum of other underwriting income, and premiums and
commissions earned
Total income earned from investment
Sum of loss incurred with adjustments, other underwriting and
commission expenses
Total general and administrative expenses
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Debt capital
The ratio of total investment income to total liabilities
Business services
The ratio of total general expenses to total assets
Equity capital
The ratio of net income to net worth
Price of Debt capital
Natural logarithm of debt capital
Price Business services
Natural logarithm of business services
Price Equity capital
Natural logarithm of equity capital
Total assets
Sum of all the assets of the insurer
Total net worth
Sum of all the networth accounts
Firm size
Natural logarithm of total assets
natural logarithm of net
worth
Natural logarithm of net worth
Sum of price function beta coefficients from Panzar-Rosse
Competition
H statistics
Diversification
Sum of the squared of insurer market share
Loss ratio
The ratio of losses incurred to premiums earned
Financial leverage
The ratio of total liabilities to net worth
Return on assets
The ratio of net income to assets
Return on equity
The ratio of net income to net worth
1 if the company was compliant with Php 350 million paid-up
Paid-up capital
capital in 2013
Methods
Stage 1: Efficiency measurement. Data Envelopment Analysis (DEA) will be utilized.
Input and output variables will be defined. One of the important input variables in the insurance
industry is the total underwriting expense, which includes incurred losses, loss-adjustment
expenses, and commission expenses. Another important input variable is the general expenses
which deal with the general maintenance and operating expenses of the insurers. While for the
output, total underwriting income and investment income since these two are the main sources of
income of the insurers.
Charnes, et al. (1978) and Banker, et al. (1989) formulated an efficiency measurement tool
known as Data Envelopment Analysis (DEA). The tool is intended to measure the efficient
decision making among entities. These entities were defined as Decision Making Units (DMUs).
These DMUs are entities that consume resources to generate outcomes. So to say, if a given DMU
can produce a certain level of output using a certain level of input, then any DMU that has the
same level of input should be capable of producing the same level of output. If in case a DMU is
operating better among all other DMUs, the DEA defines the efficient DMU with a relative
efficiency of 100% enveloping all DMUs.
There are three types of DEA orientation: input-oriented, output-oriented, and nonoriented. The input-oriented model the reduction of input that will maximize the efficiency holding
the output constant. On the other hand, output-oriented sets expansion of output that will maximize
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efficiency, considering that the input is constant. Lastly, the non-oriented models the improvement
of efficiency when both input and output were optimized simultaneously shown in figure 2.

Figure 1. Input-oriented versus output-oriented
The selection of the orientation was suggested based on the following:
• The meaning of the efficiency scores considering the input and output quantities on primal
and dual interpretation
• The efficiency model axiomatic properties
The relative efficiency of a DMU is the ratio of the total weighted output to the total
weighted input. The inputs and outputs will be used to compute a benchmark serving as the
efficiency frontier. The computed efficiency is relative only considering that it is derived by
reference to the rest of the DMUs. DEA enables the DMU to have its vectors of input and output
weights that will maximize its ratio of weighted output to weighted input, under the condition that
the weight vector derived from the kth DMU will not allow a ratio in excess of the unity. Hence,
the efficiency of the DMUs was based on standards set by itself. This can be expressed by the
following algebraic notation:

Equation 1
where:
ur = weights of outputs
vi = weights of inputs
yro = output values
xio = input values
DMUo = DMU in the model
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Subject to:
where ur, vi ≥ 0 for all i and r
DMU is said to be efficient if θ* = 1 and all slacks = 0. Derived from equation 1 is the
development of the input-oriented model with the goal of minimizing the inputs to maximize
efficiency holding the output constant:

Equation 2
Subject to:

where:
si- and sr+ = slack variables
ε = is an Archimedean element defined to be smaller than any positive number but more than 0
DMU is said to be efficient if φ* = 1 and si- = sr+ = 0 for all i and r. In comparison, equation
4 illustrates how output-oriented model maximized output considering that the input is fixed:

Equation 3
Subject to:

where;
e = is a small number ensuring that no output or input was excluded in the model
Si-, Sr+ = slack variables
Stage 2: Competition computation. The Panzar-Rosse (1982 and 1987) model measures
the H-statistics to examine the non-structural competition derived from profit-maximizing
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equilibrium tests. The current research adopted the Panzar-Rosse revenue test, which has been
widely accepted in empirical research for financial institutions. This approach is rooted in a
reduced-form equation concerning gross revenue to a vector of input prices and other control
variables with an algebraic function as follows:

Equation 4
where:
TR = total revenue
ωi = i-th input prices
CF = control variables
Panzar-Rosse (1977) derived H-statistics as the sum of input prices as follows:

Equation 5
The H-statistics is an equilibrium test. If H ≤ 0, this means that there is perfectly collusive
oligopoly or monopoly, whereas H < 0 < 1 indicates monopolistic competition, and H = 1 is perfect
competition.
The current study operationalized the Panzar-Rosse approach as follows:
Υnatural logarithm of underwriting income*i = ɑ + β1*xnatural logarithm of price of debt capital*i +
β2*xnatural logarithm of price of business services*i +
β3*xnatural logarithm of price of equity capital*i +
β4*xnatural logarithm of total assets*i +
β5*xnatural logarithm of total net worth*i + εi
Equation 6
where:
β = coefficients
ε = error term
i = ith firm
Stage 3: Empirical model. Panel data analysis was conducted to examine QLH and the
control variables. The most popular techniques in panel data analysis were fixed effects and the
random-effects model. Fixed effects (FE) model is used in analyzing the impact of variables that
vary over time. FE assumes and controls the bias that individual characteristics may affect the
regressors or even the outcome variables by removing the time-invariant characteristics to get the
net effect of the regressors to the outcome variables. This can be best done through the creation of
dummy variables for time. The equation for FE is:
Υit = ɑi + β1*xit + ∑𝑁
𝑖=1 𝐷𝑖𝑡 ∗ 𝛽2 + uit

Equation 7
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Where:
Υ = dependent variable
ɑ = intercept
β = coefficient
D = dummy variables
u = between entity error term
i = entity
t = time
A further test will be done to check if the assumptions of linear regression were not
violated. Modified Wald Test for Groupwise heteroskedasticity was performed to check for if the
variance of the errors were constant. A test will be conducted as well if there is a need to introduce
time and cross-sectional dummy variables. Cross-sectional dependence using Breush-Pagan
Lagrange Multiplier test of independence will be checked if the residuals across entities were not
correlated and Pesaran cross-sectional dependence test if correlated. While Lagrange Multiplier
test will be performed to check for serial correlation.
While random effects (RE) model allows the time-invariant characteristics unlike FE since
it assumes that variance across entities was stochastic and not correlated with the regressors or
outcome variables. RE generalized the statistical inferences beyond the data sets in the model. The
intercept of FE, unlike RE, is absorbing the time-invariant characteristics since RE is modeling
these characteristics as well as follows:
Υit = ɑi + β1*xit + uit + εit
Equation 8
Where:
Υ = dependent variable
ɑ = intercept
β = coefficient
u = between entity error term
ε = within entity error term
i = entity
t = time
Misspecification tests
Chow’s test will help choose correct model specification, whether all coefficients for fixed
effects are equal to zero.
𝐹0 =

(𝑅𝑅𝑆𝑆−𝑈𝑅𝑆𝑆)
(𝑁−1)

(𝑈𝑅𝑆𝑆 / (𝑁𝑇−𝑁−𝐾)

.𝐻𝑜
~ 𝐹𝑁−1,𝑁(𝑇−1)−𝐾

Equation 9

Where:
RRSS = Restricted Residual Sum Square
URSS = Unrestricted Residual Sum Square
N = Sample size
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T = Number of time
K = Number of variables
While Wald’s test will be conducted to test whether the there is a random distribution of
error.
w = q’(var βWith time effects FE – var βno time effects FE)-1q

Equation 10

Where:
q = βWith time effects FE - βno time effects FE
β = coefficients
Breaush-Pagan Lagrange Multiplier (LM) test will be conducted to test whether the
variances across entities is zero or no panel effect. This test has standard χ2 asymptote with twoway RE using the residuals of pooled-OLS by LM:
𝐿𝑀 =

𝑛𝑇
2(𝑇−1)

[

𝑇
2
∑𝑛
𝑖=1[∑𝑡=1 𝜀𝑖𝑡 ].
𝑇
∑𝑛
𝑖=1 ∑𝑡=1 𝜀𝑖𝑡

− 1] .2

Equation 11

where
ε = residual from OLS model
Hausman test will help in identifying model misspecification between FE and RE. This test
assumed that restricted model (null) or random effects (estimator θˆ) is efficient compared to
unrestricted model (alternative) or fixed effects (estimator θˆ) is not consistent while θ˜ estimators
were consistent on both defined as:
m = q’(var βˆFE – var βˆRE)-1q

Equation 12

Where:
q = βˆFE - βˆRE
βˆ = coefficients
The econometric model in the current study was operationalized as:
Υtechnical efficiency*it = ɑ + β1*xH-statistics*it + β2*xHirshman-Herfeindahl index*it + β3*xloss ratio*it +
β4*xfirm size*it + β5*xReturn On Asset*it + β6*xReturn On Equity*it +
β5*xFinancial Leverage*it + εit
Equation 13
With an iid error term.
Stage 4: Empirical model with the one-year interval of paid-up capital compliance in
2013 at Php 350,000,000. Panel data analysis was employed to examine the impact of compliance
with paid-up capital and efficiency. Since the parameters involve a time-invariant, which is the
dummy for paid-up capital compliance, the estimation for fixed effects will be impossible in this
econometric procedure. The most feasible method is between ordinary least square (OLS) model
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and random effect model (REM) only. The model specification will still be performed to test which
preferred between OLS and REM. Also, Feasible generalized least square will be the last step
should there be any violations in the assumptions of the model.
Stage 1: Data Envelopment Analysis (DEA)
Descriptive statistics and correlation analysis. Table 2 illustrates the summary statistics
and correlation analysis of the input and output factors that will be used in the DEA. Almost all of
the variables exhibit higher variance as compared to the average amounts. It is an early trigger for
using a non-parametric estimation of efficiency rather than the parametric methods. While the
correlation results are showing a good mix of the input and output in the DEA since all the input
and output are significant.
Table 2
Descriptive statistics and correlation analysis
Variables
M
SD
1
2
3
Output (in million pesos)
1. Total underwriting income 651 851
2. Total investment income
36
60 .65***
Input (in million pesos)
3.
Total
underwriting
expenses
473 653 .97*** .7***
4. Total general expenses
176 225 .94*** .66*** .89***
* if p < .1, ** if p < .05, if p < .01

4

-

DEA results
The results of predicted efficiency scores are reported in Table 3. H1 was supported as the
overall efficiency is increasing. The efficiency score of 0.66 suggests that the maximum potential
output level at a fixed input mix is 66%. 2013, 2016, and 2017 were below the mean, which
indicates that these years is hard labor for the insurers to reach the maximum potential output level.
It can be noticed also that 2013 and 2016 were the 1st and 2nd phase of the increase in paid-up
capital at three hundred fifty (350) million pesos and five hundred fifty (550) million pesos
respectively. It can also be observed that after the major increase in paid-up capital (such as years
2014 and 2017), the efficiency scores were increasing in general. The non-compliant firms showed
a substantial advantage in efficiency scores after the first implementation of the paid-up capital in
2013.
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Table 3
Mean of technical efficiency scores
Paid-up capital
Year
Overall
compliant (12
insurers)
.67
2013
0.62
.77
2014
0.79
.64
2015
0.66
.54
2016
0.57
.636
2017
0.64
.65
Average
0.66

Paid-up capital noncompliant (45 insurers)
.60
.79
.67
.57
.638
.66

Stage 2: Panzar-Rosse H Statistics
Descriptive statistics and correlation analysis
The summary statistics that almost all of the variables have high variability except for the
price of business services. This further implied that the cost component across insurers was
homogenous. The significant positive correlation of total underwriting income on total assets and
total net worth is a sign of economies of scale. As the asset and capital increases, insurers can
maximize their outputs.
Table 4
Descriptive statistics and correlation analysis
VIF M
Variables
1. Total underwriting income (in
0.65
billion pesos)
1.62 0.07
2. Price of debt capital
1.23 0.08
3. Price of business services
1.18 0.01
4. Price of equity capital
3.43
1.68
5. Total assets (in billion pesos)
2.73
0.99
6. Total net worth (in billion pesos)
* if p < .1, ** if p < .05, if p < .01

SD

1

2

0.85

-

0.27
0.05
0.41

-.12*
.08
.06

4.43 .79***
1.7 .49***

-.12**
.02

3

4

.02
-.09
.16***
-.04
.18***

.04

5

6

-

.04 .81***

Diagnostic tests
Collinearity, non-normality, heteroskedasticity test of residual was performed to check if
there are violations in the assumptions of regression analysis. The multicollinearity variance
inflation factor (VIF) results showed that there were no violations in the multicollinearity. Only
the years 2015 and 2017 were identified to have a non-normality in the residuals. While 2016 and
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2017 violated the assumptions of homoskedasticity of residuals. The violations resulted in
reporting the robust standard errors of these years 2015, 2016, and 2017.
Table 5
Normality and heteroskedasticity tests
Normality
Heteroskedasticity
Year
(W)
(chi2)
2013
.98
1.28
2014
.99
2.53
2015
.95**
.26
2016
.98
6.8***
2017
.84***
29.58***
* if p < .1, ** if p < .05, if p < .01
Regression results
A regression analysis was conducted to estimate the proxy for the competition variable. H2
was supported as all the years H statistics fall between 0 and 1 only. Of all the three price functions,
only debt capital has the weakest impact on the model. Despite the statistical insignificance of one
of the price functions, the f value indicates that the variables are fit in the model. While the adjusted
R2 leaves a clue that the explanatory power of the model is very high, ranging from 76% to 87%.
The H statistics across all the years lies between 0 and 1. This means that insurers earn
underwriting income under conditions of monopolistic competition. On the one hand, across all
the years, only 2017 experience a smaller H statistics that is closer to 0 than 1. This further implied
that there are less competitive pressures in the industry during this period. On the other hand, 2014
garnered the highest H statistics, which is the period after the implementation of the increase in
paid-up capital requirement. Given the increase in H statistics in the year 2014, it is glaring that
the H statistics are slowly declining until it reaches the lowest peak in 2017 at .41. Certain
regulation is causing the industry to have lesser competitive pressures may be due to the decreasing
number of insurers also from 2013 until 2017.
Table 6
Regression analysis
Variables (natural
logarithm)
Price of debt capital

2013
.09
(.06)

2014
.03
(.08)

2015
-.08
(.07)

2016
-.07
(.09)

2017
-.31*
(.16)

Price of business services

.76***
(.1)

.84***
(.12)

.73***
(.1)

.67***
(.07)

.45***
(.17)

Price of equity capital

.08***
(.03)

.1*
(.05)

.14**
(.07)

.2***
(.07)

.27
(.16)
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Total assets

Total networth

Intercept

F value (5, 51)

.9***
(.1)

1.08***
(.13)

.91***
(.14)

.8***
(.14)

.78***
(.17)

.08
(.13)

-.1
(.16)

.02
(.19)

.18
(.16)

.22
(.22)

.93
(1.54)

1.65
(1.73)

2.18
(1.31)

1.39
(1.44)

-.41
(2.61)

74.53*** 64.31*** 87.64***

96*** 36.56***

R squared

.88

.86

.87

.88

.78

Adjusted R squared

.87

.85

.86

.87

.76

0.93

0.97

0.79

0.8

0.41

H Statistics

* if p < .1, ** if p < .05, if p < .01; standard errors in parentheses
Stage: Quiet-life hypothesis regression results
Descriptive statistics, multicollinearity test, and correlation analysis
Almost all of the summary statistics indicates a normal distribution except financial
leverage, return on asset, and return on equity. It is clear enough that the companies have
heterogeneous performance and strategic positioning in the market. While the correlation matrix
revealed that competition, diversification, financial leverage, return on asset, and return on equity
have a significant impact on efficiency. Although the competition is significant, it fails to validate
the QLH since the expected sign was not achieved. This result further suggests that despite the
decreasing competitive forces as revealed by the Panzar-Rosse H statistics, the efficiency also
declines and vice-versa.
Table 7
Descriptive statistics, multicollinearity tests, and correlation analysis
Variables
VIF M
SD
1
2
3
4
1. Efficiency
.66
.19
.19**
2. Competition
1.25
.75
.18
*
.17** .43**
3. Diversification
1.24
.05 .0005
*
*
4. Loss ratio
1.81
.41
.29
-.1
-.03 .06
21.0
5. Firm size
1.67
7
.99
-.05 .12** .06 -.17***

5

6
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6.
Financial
leverage

4.06

1.85

3.72

-.15**

-.04

7. Return on assets

1.03

.11

.95

.11*

.02

8. Return on equity 4.03
* if p < .1, ** if p < .05, if
p < .01

.01

.41

.2***

-.005

.02 .56***
.01
-.14**
.03 -.65***

.43**
*
-.08
-.06

-.06
.78**
*

Model specification tests
Three (3) test were conducted to specify the correct model for the current study. Chow’
test revealed that coefficients of fixed effects do not equal to zero suggesting to use fixed effects
over ordinary least squares (OLS) model. Lagrange multiplier test showed that variances across
entities do not equal to zero proposing to use random effects over OLS model. The Hausman test
confirmed that the unique errors were correlated with the regressors recommending to use the fixed
effects model over the random-effects model. This holds in the current study as different
companies have unstable strategy formulation making them more heterogeneous in nature.
Table 8
Model specification tests
Model specification tests
Chi2
OLS versus FE
6.44***
OLS versus RE
96.17***
FE versus RE
112.16***
* if p < .1, ** if p < .05, if p < .01
Diagnostic tests
The multicollinearity test in Table 7 did not suggest any multicollinear regressors.
However, Table 8 stressed that violations in cross-sectional independence, homoskedasticity, and
non-autocorrelation were violated. This further suggests using feasible generalized least square
(FGLS) model that will allow the said violations for more robust results.
Table 9
Cross-sectional dependence, heteroskedasticity, and autocorrelation test
Diagnostic test
Probability
Cross-sectional
dependence
29.28***
Heteroskedasticity
2412.89***
Autocorrelation
12.45***
* if p < .1, ** if p < .05, if p < .01
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Regression results
Based on the results of the fixed-effects model (FEM), almost all of the regressors
significantly predicted efficiency except for return on assets. In H3, the QLH hypothesized that
increase in competition resulted in an improvement in efficiency. In H7, high financial leverage
insurers will cause inefficiency because it will be more unattractive to clients. In H8, only return
on equity was supported. H4 has fully supported as the diversification positively predicted
efficiency.
Table 10
Fixed Effect Model regression (FEM) and Feasible Generalized Least Squares (FGLS) model
Variables
FEM
FGLS
Competition
.19***
.19***
(.05)
(.06)
Diversification

48.3***
(16.04)

48.3***
(11.68)

Loss ratio

-.19***
(.05)

-.19***
(.04)

Firm size

.08**
(.04)

.08**
(.03)

.03***
(.008)

.03***
(.006)

Return on assets

-.001
(.009)

-.001
(.005)

Return on equity

.11**
(.05)

.11**
(.05)

Intercept

-3.34***
(1.13)

-3.34***
(.78)

F value

11.04***

46.42***

Financial
leverage

* if p < .1, ** if p < .05, if p < .01; standard errors in
parentheses

892 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

The empirical model with the one-year interval of paid-up capital compliance in 2013 at Php
350,000,000
Descriptive statistics, multicollinearity test, and correlation analysis
The same with the results in Table 7, financial leverage, return on asset, and return on
equity had a high variance. Almost the regressors were statistically significant with efficiency
except for firm size, and no counter-intuitive coefficients were reported.
Table 11
Descriptive statistics, multicollinearity tests, and correlation analysis
VI
Variables
F
M
SD
1
2
3
4
1. Efficiency
.66
.18
1.2
.22**
2. Competition
8
.75
.21
*
3.
1.2
.24** .44**
Diversification
5
.05 .0006
*
*
1.1
4. Loss ratio
7
.39
.23 .14**
-.05 .04
1.8 21.1
5. Firm size
9
2
.98
-.08 .13** .04 .15**
6.
Financial 1.5
leverage
8 1.67
2.82 .16**
-.07 .01 .17**
7. Return on 1.0
.00
assets
3
.14
1.02 .14**
.02
3
-.1
8. Return on 1.1
.00
equity
9
.04
.13 .4***
-.01
4 .28***
* if p < .1, ** if p < .05, if p < .01

5

.57**
*
-.1
.12*

6

7

8

.12
*

-

-.08
.12*

Table 12 showed that in the initial phase of increase in paid-up capital, only 21% were
compliant. Upon inspection of the data sets, 10 out of 12 compliant firms belongs to the top 10
players in the industry. The lenient implementation is an indication that the regulators are weighing
the detrimental effect if these 45 non-compliant firms will close down as it may contribute to the
increase in the unemployment rate, and all other economic drivers.
Table 12
Frequency distribution
Paid-up
No.
capital
companies
Noncompliant
Compliant

of
Percentage
45
12
57

78.95%
21.05%
100%
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Model specification test
Lagrange multiplier test found that the variances across entities were not equated to zero
suggesting to use random effects model (REM).
Table 13
Model specification test
Model specification tests
Chi2
OLS versus RE
36.64***
* if p < .1, ** if p < .05, if p < .01
Diagnostic tests
The variance inflation factor (VIF) in Table 11 revealed that there exist no multicollinearity
among regressors. While the autocorrelation tests showed that there is autocorrelation. The
violation in the assumptions was corrected using robust standard errors as the feasible generalized
least square (FGLS) model.
Table 14
Diagnostic test
Diagnostic test
Probability
Autocorrelation
17.03***
* if p < .1, ** if p < .05, if p < .01
Regression results
Results obtained from FGLS resulted in minimization of standard errors only, and no counterintuitive coefficients were reported. The results were almost similar to the stage except that the
loss ratio is now significant, and financial leverage is not. Despite the differences between paidup compliant firms and non-compliant, H9 was not supported as the model was statistically
insignificant.
Table 15
Random Effect Model regression (REM) and Feasible Generalized Least Squares (FGLS) model
Variables
REM
FGLS
Competition
.11**
.11**
(.05)
(.05)
Diversification

Loss ratio

59.91***
(17.12)

59.91***
(10.93)

-.11**
(.05)

-.11*
(.06)
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Firm size

-.01
(.02)

-.01
(.01)

.0009
(.007)

.0009
(.005)

Return on assets

.006
(.009)

.006
(.006)

Return on equity

.43***
(.08)

.43***
(.13)

-.01
(.04)

-.01
(.04)

-1.93**
(.87)

-1.93**
(.47)

82.02***

46.42***

Financial
leverage

Paid-up capital

Intercept

F value

* if p < .1, ** if p < .05, if p < .01; standard errors in
parentheses
Discussion
H1 was supported as the average efficiency scores insurers are increasing. Based on the
results, the increase usually took place a year after the implementation of the 1st and 2nd phase of
the increase in paid-up capital which was three hundred fifty (350) million pesos and five hundred
fifty (550) million pesos respectively. It is also evident in the result that non-compliant insurers
have higher efficiency except on the 1st phase of the implementation, which is 2013. One possible
reason why non-compliant insurers have more efficiency is that they enjoy operating without even
hitting the minimum requirement. This paid-up capital is a sort of regulatory costs only to the
insurers, and complying will have consequences as well in the cost efficiency as compared to the
non-compliant insurers.
H2 was supported as the H statistics were between 0 and 1 exhibiting a monopolistic
competition market. This holds in the Philippine settings as there a lot of players in the industry
sharing a slice in the pie — all of them offering the same products and services in the same clients.
The move of the regulators to increase the capitalization will cause a significant decrease in the
number of players in the industry. Strictly speaking, all the other 45 non-compliant firms must not
have been granted the license to operate if the regulators will be so strict with that. However, the
H statistics further confirms that decreasing market power is also decreasing the ability of the
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insurers to maximize their underwriting income, which is their bread and butter. Increasing the
market competition will keep the insurance market alive and not by decreasing the number of
players. Further explanation could be that they were partnering with their business transactions
whenever the underwriting capacity of a specific insurer cannot hit the requirements of the clients.
H3 was fully supported as QLH expects that competition positively predicted efficiency. It
means that market power is the driver of efficiency and not managerial efforts. This is an
interesting insight to the regulators as they have plans of cutting down the number of insurers. It
is evident in the Philippine market that the market power is declining mainly because of the
decreasing number of insurers in the market that cannot comply with the paid-up capital
requirement.
H4 was supported as the diversification positively predicts efficiency. The main source of
business of the insurers is absorbing the exposures of the clients by proving an insurance policy
guaranteeing that the insurers will indemnify the clients for financial loss as a consequence of
covered perils. Diversifying the portfolio is a significant strategic move for the insurers to spread
the exposures that they have acquired.
H5 was not supported as the loss ratio insignificantly positively predicted efficiency. This
result cannot be generalizable not just because it is insignificant, but because it is counter-intuitive.
An increase in loss ratio must be supposed to be causing inefficiency since this is a cost component.
H6 was not supported as the firm size insignificantly negatively predicted efficiency. The
insignificant result further confirms that economies of scale do not necessarily mean efficient
operations.
H7 has partially supported as the financial leverage positive significantly predicted
efficiency. The empirical underpinnings do not hold in the Philippines that financially leverage
insurers will be unattractive for the clients causing insurers to be inefficient. This will hold in the
insurance operations if the source of the leverage is in the ballooning claims payable, but if not,
then this will not decrease the efficiency of the firms but will increase indeed.
H8 was partially supported since the only return on equity positively predicted efficiency.
This means that profitable insurers’ strategic positioning of their net worth components such as
surplus, paid-in capital, etc. is a significant predictor in increasing efficiency.
H9 was not supported as the paid-up capital compliance was not significant. This indicates
that the regulators must assess the impact of the policies that they are implementing. Increasing
capitalization framework does significantly increase efficiency as this can be viewed only as a
regulatory cost. The paid-up capital indeed is very high compared to the actual production capacity
of the top 10 insurers in the Philippines. The capital generated by the industry is excessive already
even though there were 45 of them not paid-up capital compliant.

896 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Conclusions and recommendations
Efficiency studies in the literature of the financial institutions have been populated by
banking sectors. The current empirical research focuses on efficiency study in the Philippine nonlife insurance sector. DEA was to utilized to estimate the efficiency scores. Market competition
was analyzed by cross-sectional estimations using the revenue model of Panzar-Rosse (1987). The
findings suggest that increasing efficiency were evident after the implementation of phase 1 and
phase 2 of the paid-up capital increase. However, segmenting them to paid-up capital compliant
and non-compliant gives an insight that non-compliant insurers were more efficient from years
2014 to 2017. The Panzar-Rosse H statistics revealed that Philippine non-life insurers were earning
revenue under the monopolistic competition, which means that the competitive market power
increases the revenue of the insurers.
The estimates generated in stage 1 and stage 2 satisfies the process in stage 3 analysis. The
current study found that QLH is present in the non-life insurance market in the Philippines. This
further suggests that the competitive market leads to an increase in efficiency. Also, diversifying
the portfolio can reduce the unexpected slacks in claims experience that is detrimental to
efficiency. The profitability is an important consideration in efficiency as it indicates the profit
margin plowed back to the assets and equity. Improving the intrinsic value of the insurer,
specifically the return on assets and return on equity can improve efficiency. Lastly, the financially
leveraging is an important component but not to the extent that the insurers will be neglecting the
claims payable as this serves as the speed of the claims payment is one of the silent marketers of
the insurers.
The empirical results have implications for the regulators, policy implementors, and
insurers. To reduce inefficiencies and maximize the revenue potential of insurers, the regulators
should improve the competitive conditions as a means of exerting managerial efforts to minimize
inappropriate use of resources and wastages. For instance, they can allow insurers to have
flexibility in rating since lowering prices does not necessarily decrease profitability, specially in
the environment wherein competition is driving the efficiency (Cummins et al., 2017). For the
insurers, insights on insurer-specific factors is an important area of improvement in the operations.
The findings were very suggestive, but these might also pose some limitations. First, this
conclusion holds true only for the non-life insurers and not for the life insurers as they have a
different manner of maximizing their bottom line specifically their investment income which is
heavily considered in the modeling of the current study. Future researchers can also extend the
study to further validate the 2nd, 3rd, and 4th phase of the increase in capital, which are Php 550
million, Php 900 million, and Php 1.3 billion respectively.
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Abstract
Because of globalization, the need to analyze companies from different countries is
becoming customary. This phenomenon contributed to the need for a global accounting standard.
IASB responded to this need and made it their mission to create a high-quality globally
implemented accounting standard. The outcome of their effort is the International Financial
Reporting Standards (IFRS), which is expected to enhance the quality of financial reporting by
enhancing financial communication and improving transparency and comparability. Hence, the
adoption of IFRS is expected to reduce information asymmetry which will decrease adverse
selection cost which in turn will improve the firm value of adopting entities. The objective of this
study is to examine the impact of IFRS adoption to the quality of the financial reporting of adopting
entities through the observation of the impact of IFRS adoption on the firm value of the adopting
entities. The subject of this study are the companies belonging to Standards & Poor 100 index
(US), Financial Times-Stock Exchange 100 Index (London), Philippine Stock Exchange
Composite Index (PSEi) 30 (Philippines) and S&P Bombay Stock Exchange Sensitive Index 30
(India) and the period of observation is for 10 years, from 2000-2009. To examine the impact of
IFRS adoption, Difference-in-Differences (DID) Estimation is employed. The results of the DID
Estimation showed that the adoption of IFRS does not have an impact on the firm value of the
adopting entities. Despite of the researcher’s best effort, this study has some limitations which call
for further studies. As such, the researcher recommends the future researchers to explore the factors
that might have contributed to the ignorable impact of IFRS the adopting entities.
Key Words: IFRS; IFRS adoption; Firm Value; DID Estimation

Introduction
Nowadays, doing business is no longer limited within the borders of where the company is
situated. Trade barriers are rapidly vanishing and exchange of goods, services, capital and labor
between regions, countries, and nations is becoming customary.
The growth in international trade, increase in international economic and political
interdependence, technological improvement, the growth of international financial markets,
increase in foreign direct investment and the influence of international organizations financial
boundaries between countries are vanishing. (Chand, Patel, & Day, 2008; Tyrrall, Woodward, &
Rakhimbekova, 2007). This allows big companies to raise capital in the international market and
900 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

expand their operations (Haller, Ernstberger, & Froschhammer, 2009; Rezaee, Smith, & Szendi,
2010).
Globalization contributes to the need for a global accounting standard. Increased
international trade is forcing investors to analyze and study different companies applying different
accounting standards across the globe.
In 1973, the mission of having a global accounting standard started with the establishment
of the International Accounting Standards Committee (IASC) which is later replaced by the
International Accounting Standards Board (IASB) (Alali & Cao, 2010; Sacho & Oberholster,
2008).
The IASB operates in a constitution adopted early in 2000 that is set out by the founders
of IASB. Its fundamental objective is to create a high quality, globally accepted accounting
standards that would increase the usefulness of financial statements and other financial reports by
increasing the quality, transparency, and comparability of financial information (Pacter, 2016).
International Financial Reporting Standards (IFRS) is the accounting framework that was
published by the International Accounting Standards Board (IASB).
The creation and global implementation of a single set of accounting standard is not an
easy task. Previously conducted studies reported many difficulties regarding the adoption and
implementation of IFRS (Gallhofer & Haslam, 2006; Hansen, 2004; Leng, Lazar, & Othman,
2007).
Effective convergence of accounting standards requires cooperation between entities
involved. It demands joint effort from national governments, stock market regulators, ﬁnancial
statement users, standard setters and the accounting profession (Street, 2002).
Since the campaign of adopting a global accounting standard started, IFRS adoption
considerably progressed. 126 jurisdictions now require all or most domestic publicly listed entities
and 18 jurisdictions require all financial institutions to comply with IFRS. However, the IASB has
no legal authority to require a country or a firm to adopt IFRS. It is upon the discretion of a country
to enforce the adoption and make sure that the firms within that country are properly applying
IFRS in the preparation of their financial statements.
This paper intends to examine the impact of IFRS adoption to the firm value of adopting
entities and to provide empirical evidence in answering the question: “Will the mere adoption of
IFRS improve the quality of the financial reporting of adopting entities?”.
The researcher would like to emphasize that the relevance and significance of studying the
impact of IFRS adoption still exist regardless of the fact that more than 144 countries already
require or permit the preparation of financial statements using IFRS or even if IFRS finally
becomes the single set of accounting standard implemented globally.
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Continuously studying the impact IFRS adoption would help keep track of the
improvements, advantages, and benefits brought about by the adoption of IFRS. Discovering on a
timely basis the reduction in the improvements, advantages, and benefits brought about by the
adoption of IFRS will able the regulatory bodies and standard-setting bodies to act accordingly on
a timely basis.
Review of Related Literature
The vanishing trade barrier brought by globalization is calling a for high-quality global
accounting standard that will assist market players. This is very useful particularly to global
investors, who need information for decision-making. The quality of the information at hand
affects the decision-making process, hence, it is very important that information issued by entities
are not only transparent but are also comparable.
Having an internationally accepted financial reporting standard will strengthen the trust
that investors place in financial reporting information and contribute substantially to economic
development (Chakrabarty, 2011).
The global adoption of IFRS expected to increase the usefulness of general purpose
financial statements by enhancing the quality of financial communication, improving
comparability and transparency in the reported results of businesses in different countries, and
address the needs of international users of financial information (Collett, Godfrey, & Hrasky.,
2001; Rezaee et al., 2010).
Implementing international-based accounting standards increases international acceptance,
which reduces the risk in international investment and creates relevant and reliable financial
reports (Bertin & Moya, 2013; Ismail, Kamarudin, Zijl & Dunstan, 2013; Joshi, Yapa & Kraal,
2016; Qu, Fong & Oliver, 2012).
One of the claims of IFRS is that it will improve the comparability and transparency in the
reported results of businesses in different countries if that is the case firms will benefit by having
a lowered information asymmetry (Leuz and Verrecchia, 2000; Daske, Hail, Leuz, & Verdi, 2008).
Lowered information asymmetry would increase firm value.
Information Asymmetry may occur when the management possesses inside information
that is not presented in the financial statements issued by the management which is the source of
information of most outside stakeholders. This means that the more financial information is
excluded in the financial statements the wider is the information gap is between the management
and the outsiders (Billett & Yu, 2016). Akerlof, G. (1970), a noble prize winner in economics,
stated that information asymmetries may potentially lead to adverse selection.
Adverse selection is a scenario where one party to a transaction has more information than
another, the informed party may be more willing to trade precisely when trading is less
advantageous to the uninformed party. Which may prohibit firms to raise cheap external capital
(Dobretz, Gruninger, & Hirschvogl, 2010; Fauver & Naranjo, 2010) and may lead the firm to
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engage to sub-optical investment decisions which are harmful to the firm value of the firm (Fosu,
Danso, Ahmad. & Coffie, 2016). Additionally, Ramalingegowda, Wang, and Yu (2013) argue that
information asymmetry limits the firm by forcing the firm to decline profitable investments to
maintain dividend where in fact if information asymmetry is not present it is possible for the entity
to still invest to profitable investments and maintain dividends at the same time.
There are several ways to control information asymmetry, one of which is the use of a highquality globally accepted accounting standard. As emphasized in this study, IFRS aims to improve
the quality of financial reporting by increasing the quality of financial communication, improving
transparency and comparability. Accordingly, the disclosure requirement of IFRS is more
comprehensive than the local GAAP. This supports the argument of Grossman and Hart (1980),
Grossman (1981) and Milgrom (1981), who stated that verifiable disclosure may address problems
resulting from adverse selection.
Ultimately, existing literature shows that the increase in transparency and comprehensive
disclosure reduce information asymmetry (Easley and O’Hara, 2004). Therefore, if the adoption
of IFRS really improves the quality of financial reporting according to economic theory, economic
benefits should be expected.
Theoretical Framework
Signaling theory
Signaling theory assumes the existence of information asymmetry which occurs when all
parties are not equally informed at a given time. Stakeholders, aside from the management,
typically acquire information regarding a certain company from the general purpose financial
statements issued by the company. However, due to the limitations in the content of the general
purpose financial statements the knowledge of the management and other stakeholders may differ.
One tool to reduce information asymmetry is to use an accounting standard that would relay
information better to the primary users.
Using a high quality globally implemented accounting standard that improves financial
reporting by enhancing financial communication, comparability and transparency, such as IFRS,
would signal other stakeholders that the information issued by the management can be relied upon.
Agency Theory
Agency Theory explains the relationship of a principal and an agent and the issues between
them and how to resolve them. In an agency-principal relationship, the agent represents the
principal and is expected to act for the best interest of the principal. However, both the agent and
the principal are motivated by their self-interest. This is where the dilemma begins, this event is
sometimes referred to as the principal-agent problem.
The agency-principal relationship described in agency theory typically applies to the
shareholders and management. The shareholders entrust its investment to the management and
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play very little to no role in the daily decision-making process. The issue arises from the difference
in the interest of shareholders and management. In investing, the objective of the shareholders is
to maximize their wealth. And the objective of the management typically involves compensation.
It is a common practice to use the financial performance of an entity as a basis for the compensation
of the management. This is what drives the management to present misstated financial information
which is detrimental for the stakeholders which are concern with the wealth and health of the
entity.
The use of high quality globally accepted accounting standard, that aids a higher quality of
financial communication, increased transparency and comparability such as IFRS, may serve as a
control in reducing agency loss. The comprehensive disclosure requirement of IFRS assists in
ensuring the transparency in the presented information which also helps in the reduction of
information asymmetry.
Operational Framework
To achieve the objectives of this study, presented below is the operational frameworks
employed.

Figure 1. Operational Framework
The ultimate mission of International Accounting Standards Board (IASB) is the creation
a high quality, globally accepted accounting standards that would increase the usefulness of
financial statements and other financial reports by increasing the quality, transparency, and
comparability of financial information (Pacter, 2016). According to Leuz and Verrecchia (2000)
and Daske et al. (2008) improved comparability and transparency will result to lowered
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information asymmetry. Additionally, the comprehensive disclosure requirement of IFRS also
reduces information asymmetry (Leuz & Verrecchia, 2000). Information asymmetry, sometimes
referred to as "information failure", occurs when all parties to an economic transaction are not
equally informed at a given time.
Information asymmetry is costly for firms because of adverse selection costs which prevent
firms from raising cheap external capital (Dobretz et al., 2010; Fauver & Naranjo, 2010). The
existence of adverse selection forces firms to engage to sub-optimal investment decisions which
might be harmful to the firm value of the company (Fosu et al., 2016). Hence, the reduction of
information asymmetry improves firm value.
The proxy employed for the firm value is the Enterprise Value (EV), Lifland (2011) stated
that Enterprise Value (EV) is a measure of the market value of a business. It is a unique measure
of a firm value as it assesses the value of the firm from the perspective of an acquirer in a mergeracquisition transaction. It can be viewed as a takeover price where the acquirer accepts to shoulder
the obligations of a firm and benefits from the firm’s cash inflows and it represents an option or
‘right’ to buy a firm’s core cash flow or the value of claims on that cash flow.
To control for the other confounding characteristics of the firm, control variable were
employed such as Return on Assets, Total Assets, Total Equity, and Market Capitalization.
Additionally, because of the nature of the data used for the purpose of this study Country Fixed
Effects and Industry Fixed Effects are controlled accordingly.
Methodology
This study followed a causal research design and analyzed on company level using
secondary data downloaded from Thomson Reuters Eikon. The subject of this study are those
belonging in the Financial Times-Stock Exchange 100 Index, Philippine Stock Exchange
Composite Index (PSEi) 30, Standards & Poor 100 index and S&P Bombay Stock Exchange
Sensitive Index 30. Discretionary sampling was used and the following parameters were taken
into consideration in choosing the samples.
Treatment Group
• The company is a listed company.
• The company belongs to the appropriate stock index of interest.
• The company started its adoption in the year 2000.
• The company did not make an early adoption.
Control Group
• The company is a listed company.
• The company belongs to the appropriate stock index of interest.
• The company did not make a voluntary adoption.
The period of observation is from 2000-2009 and for the purpose of the study, the Philippines
and European Union countries were specifically selected because they are mandatorily required to
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adopt IFRS on the same date which is January 1, 2005. The adopting countries will be the treatment
group and the non-adopting entities are the control group.
The capture the impact on firm value brought about by IFRS adoption, Difference-inDifferences Estimation was used employing the model:
Enterprise Value= α+β1 G+β2 T+β3 GxT+β4 TA +β5 TE+β6 ROA+β7 MC+β8 IFE+β9 CFE+e
Where: G refers to the dummy variable for the group, that is the treatment group and the control
group; T refers to the time dummy, that before and after the treatment; Group x Time refers to the
interaction of two dummies; TA refers to Total Assets; TE refers to Total Equity; ROA refers to
Return on Assets; MC refers to Market Capitalization; IFE refers to Industry Fixed Effects; CFE
refers to Country Fixed Effects, and e refers to the error term.
Data Analysis
After employing the model:
Where: G refers to the dummy variable for the group, that is the treatment group and the control
group; T refers to the time dummy, that before and after the treatment; Group x Time refers to the
interaction of two dummies; TA refers to Total Assets; TE refers to Total Equity; ROA refers to
Return on Assets; MC refers to Market Capitalization; IFE refers to Industry Fixed Effects; CFE
refers to Country Fixed Effects, and e refers to the error term.
The results were as follows:
Table 1
Impact of IFRS Adoption to the Adopting Entities
*Full Sample
(1)
IFRS*Post-2006 (DID)
-9,102,854
N
1747
R-Squared
0.8558
Robust standard errors in parenthesis. **-significant at 5%
*In Thousands of US Dollars

(4,644,489.00)

After controlling for Total Assets, Total Equity, Return on Assets, Market Capitalization,
Industry Fixed Effects, and Country Fixed Effects, the adoption of IFRS decreased the firm value
of the adopting entities which denoted by the coefficient (9,102,854.00) statistically insignificant
at 5% alpha.
Sampaio, Netto, & Silva (2017) conducted a study in Brazil that observed the impact of
IFRS adoption to the firm value of the adopting entities, the results showed that there is a positive
impact on firm value for firms who are forced to adopt IFRS in Brazil. In their study, the
researchers used Tobin’s q and Market-to-Book as a measure of firm value. Similarly, Daske et.
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al. (2008) who conducted a study examining the impact of IFRS adoption on the firm value of
adopting entities also used Tobin’s q as a measure of firm value. Ignoring the anticipation effect,
the study found evidence that there is a decrease in Tobin’s q after IFRS reporting becomes
mandatory. Interestingly, the results of this study provided a different empirical evidence
indicating that the adoption of IFRS does not have an impact on the firm value of adopting entities.
Conclusion
The results of this study found evidence that the adoption of IFRS does not have an impact
on the firm value of adopting entities. As explained by Daske et. al. (2008) in their study, the
commitment of the nation to move towards IFRS plays an important role in obtaining the benefits
of the adoption. For this study, the treatment group belongs to countries which are among the firsts
to adopt IFRS. However, the results of this study show that regardless of the action of the countries
to move towards IFRS there are other factors that play an important part in obtaining benefits from
the adoption of IFRS.
Recommendations
As previously stated, more than 144 countries already require or permit the preparation of
financial statements using IFRS. However, these countries might not have experienced the
expected benefit of such adoption. Accordingly, standard-setting bodies and appropriate regulatory
agencies of different countries may use the result of this study and existing literature in determining
and addressing factors that might have caused the ignorable impact of IFRS adoption. As such, the
researcher also recommends to the standard setting bodies and appropriate regulatory agencies or
other researchers to conduct a study on a country-by-country basis to specifically determine factors
affecting the impact of IFRS adoption and address them accordingly on a country-by-country
basis.
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Abstract
Working capital management (WCM) involves the regulation of both cash and current
liabilities to minimize the risk of bankruptcy and increase the return on assets of a company. The
study examined the effects of WCM on the profitability of small and medium enterprises (SMEs)
located in Imus, Cavite. The cash conversion cycle, accounts receivable, accounts payable, and
inventory management were used as a measure for WCM efficiency. Fifty-six respondents from
the wholesale and retail industry participated in the study. The study used multiple regression to
ascertain the significance of the relationships between variables.
Findings revealed that inventory management had the highest effect on profitability, and
accounts receivable had the least effect on the same. Inventory management and cash conversion
cycle both indicated a significant relationship while accounts receivable and accounts payable are
not significant. Accounts receivable was not significant because of the nature of the business.
Most of the respondents do not have a credit policy as their merchandise are household goods.
Accounts payable is not significant because of good relationships with suppliers and nonincurrence of late payments. Inventory management is significant as most of the businesses check
their inventories regularly and keep accurate inventory records. The cash conversion cycle is
significant because businesses were able to convert their inventories to cash. Most of the firms
have taken measures such as maintaining sufficient cash balances for operations and regularly
budgeting for future expenditure.
These SMEs may adopt more strategic inventory management tools and software to ease
monitoring and provide a more systematic approach in operations.
Key Words: Working capital management; Cash conversion cycle; Accounts receivable/payable;
Inventory; Small and medium enterprises
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Introduction
Working Capital Management (WCM) is one of the most essential sides of the financial
management methods of any business (Dato-on, 2014). It involves the regulation of both and
current liabilities to minimize the risk of bankruptcy while at the same time increase the return on
assets (ROA) of the company (Husaria, 2015). The objective of WCM is to ensure that a company
can remain operating and make sure that it has made enough money from operations to finance
short term debts and future expenses (Bose, 2012). Thus, managing working capital essentially
involves managing the cash flow of a business on a daily, weekly, and monthly basis while at the
same time fulfill all of its liabilities, able to allow enough capital to continue operations, and lastly
be able to generate profits.
Working capital can be managed using the cash conversion cycle determinants which are:
accounts receivable days, inventory days, and account payable days. Deloof (2003) emphasized in
his study on the Belgian market that the Cash Conversion Cycle is a popular measure of Working
Capital Management (WCM).
Management and control of working capital are one of the most effective measures of
companies' financial health (Wambugu, 2013). Some previous researches mentioned that poor
financial management is the major cause of small business failure (Matoha, 2007). Thus, proper
and efficient working capital management can predict and prevent financial distress. Moreover,
poor working capital management can cause financial difficulties wherein bankruptcy may arise.
As indicated by Padachi (2006), working capital is a significant source of liquidity which is a
predictive measure of whether a company can meet its short-term debts and its continued flow can
be guaranteed from a profitable venture. Hence, small and medium enterprises would face
bankruptcy when insufficient cash prevents them from paying their debts. With that being said,
working capital management is directly responsible for the prevention of bankruptcy of firms.
Small and Medium Enterprises (SMEs) have an important role in the Philippine economy
(Senate Economic Planning Office, 2012). According to the press interview of Fruman (2016) as
stated documented by the World Bank, they provide 60% of the total employment and contribute
36% to the country’s Gross Domestic Product. Thus, it can be inferred that SMEs are the backbone
of our economy due to its ability to provide employment as well as GDP. According to the 2017
Statistics supplemented by the Philippine Statistics Authority (PSA), MSMEs generated a total of
4,922,251 jobs in 2017 versus 2,909,838 for the large enterprises. This indicates that MSMEs
contributed almost 62.9% of the total jobs generated by all types of business establishments that
year. Of these, 30.3% or 2,369,748 jobs were generated by micro-enterprises; 25.9% or 2,024,470
by small enterprises; and 6.7% or 528,033 by medium enterprises.
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The study aimed to answer the following questions:
1. What are the significant factors of Working Capital Management (WCM)?
2. What are the significant factors affecting Working Capital Management (Inventory
Management, Accounts Receivable, Accounts Payable, and Cash Conversion Cycle) and
Profitability?
3. What are the effects of Working Capital Management (Inventory Management, Accounts
Receivable, Accounts Payable, and Cash Conversion Cycle) on Profitability?
This study can be positively beneficial to SMEs, students, and researchers. This paper may
help SMEs in reevaluating their working capital practices that will enhance their profitability
standing. It will help the owners, accountants, and store supervisors of the SMEs by determining
which working capital management practices they should improve on that may increase their
profitability. The findings of this study can be a guide to the SMEs for them to avoid bankruptcy.
The study can serve as a reference to students especially for those who are taking up
Financial Management particularly on working capital management. It would help them
understand what are these components and are they connected. This paper can help future
researchers to look for more factors that also affect the profitability of business enterprises that are
not included in this study.
Theoretical Framework
Cash Conversion Cycle
The Cash Conversion Cycle (CCC) theory posits that ceteris paribus, efficient working
capital management (i.e. a short cash conversion cycle) will increase a firm's liquidity, profitability
and concomitantly its value, while inefficient working capital management (i.e. a long cash
conversion cycle) will lead to lower profitability and lower firm value (Richards & Laughlin,
1980).
Richards and Laughlin (1980) noted that, although a substantial portion of the financial
manager`s time is spent on a decision relating to short-term assets and liabilities, literature and
research have given it little attention. Accordingly, they describe the receivables, inventories, and
payables as the constituents of the cash conversion cycle model. The theory of the cash conversion
cycle centers on explaining a cycle that begins from the payment for the purchase of raw materials,
through to its transformation and the emergence of a new product, to the collection of receivables
from the buyers and possible debtors of the interaction as a result of the stock sale. Undoubtedly,
financial managers and all related financial analysts appreciate at least at an intuitive level that all
working capital investments do not have the same life expectancy, and their transformation rate to
usable flows of liquidity is always not at the same speed (Richard & Laughlin, 1980). Therefore,
in the overall, one can conveniently say that the cash conversion cycle theory is the most central
one in explaining working capital management as it is concerned with all the concepts and
components, ranging from raw materials to finished products, and outputs representing inventory
levels, to receivables and payment representing the cash aspect.
913 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Accounts Receivable
Dellannay and Weill (2004) note that accounts receivables decrease the operational costs.
Accounts receivable increments lead to working adaptability. While undoing the credit terms,
suppliers can decrease the stockpiling costs for unverifiable demands of stocks and the expenses
of changing their productivity levels when demands shift (García-Teruel & Martínez-Solano,
2010). This is correlated with the exact information, which uncovers that SMEs in Nairobi, Kenya
with variable demands may want to offer a more drawn out account receivables period to diminish
the operational instability, and along these lines diminish the operational costs (Dellannay & Weill,
2004).
Lazaridis and Tryfonidis (2006) prescribe that SMEs use accounts receivables rather than
direct cost deterioration to build deals particularly amid times of low finances. Dellannay and
Weill (2004) suggest that when SMEs deals are sensitive to the interest changes, accounts
receivables is a particularly imperative technique to invigorate clients to secure stocks in a time of
low demands. Their study indicates that SMEs change the credit term and rebate for brief payment
as indicated by the demand flexibility of clients and they may pay diverse costs for the same stock
as per whether purchasers postpone the payments or not. SMEs whose overall revenues are
moderately high are more tolerant to delays on the payment or more credit period. This is because
of the way that these SMEs can utilize the higher peripheral income to bring about extra costs
which are utilized to produce new sales and build profitability. Albeit some SMEs lack high net
revenues, despite everything they view accounts receivable as an effective approach to support
sales and build profitability (García-Teruel and Martínez-Solano, 2014). As expressed in the nonprice rivalry theory, SMEs in overall have less market power when contrasting with the huge
businesses. Baños-Caballero, García-Teruel, and Martínez-Solano (2012) note that SMEs lack
some points of demand rates to penetrate the market through price war because expansive ventures
pick up advantages from economies of scale and tremendous capital backings. Accordingly, SMEs,
to build their market shares of the overall industry and productivity, like to give accounts
receivable.
Accounts receivables assist SMEs to build up a steady business relationship in due course
(Wilner, 2000). Wilner (2000) states that accounts receivables may expand clients' reliance on
their suppliers, which may bring about a greater interest rate. This contention is likewise bolstered
by the asset reliance theory, asserting that SMEs may have inconveniences to get to every basic
asset, and they depend on suppliers to offer fractional basic assets (Kwame, 2007).
Correspondingly, accounts receivables here can be considered as an exchanging boundary.
Purchasers may lose access to transient finances if they need to change suppliers because suppliers
just offer accounts receivables opportunities to whom that they have built up experienced
comprehension with (Gitman, 2005). Consequently, suppliers are tied with clients in vibrant
business affiliations using accounts receivables.
Moyer, McGuigan, and Kretlow (2005) expound on how accounts receivables impact
SMEs execution. They inferred that SMEs which expanded accounts receivables within the 2008
budgetary crisis that were contrasted with pre-crisis times have generally greater productivity
within the crisis years. Also, García-Teruel and Martínez-Solano (2014) study the correlation
914 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

amongst profitability and accounts receivables with over 71,000 SMEs in Spain within the
timeframe of 2000-2007. They discover a positive direct correlation between investment in
accounts receivables and SME productivity. Similarly, because of the intense market rivalry,
SMEs are compelled to offer accounts receivables. Accounts receivables are instrumental to help
trades and their vital objective is to enter the market for those SMEs in the development process.
Therefore, it is more probable that accounts receivables have a direct positive association with
profitability in the SMEs.
Trade Credit
The supply of trade credit is usually utilized by SMEs as a marketing instrument to increase
or uphold sales (Pandey, 2004). Proficient receivables management boosted by a reduced creditor's
collection timeframe, minimal levels of bad debts and a vibrant credit program regularly enhances
the organizations' capacity to draw in new clients and likewise increase the fiscal performance thus
the necessity for a vibrant credit program that will guarantee that the SMEs' worth is heightened
(Ross, Westerfield & Jordan, 2003). The expenses incurred due to financial discounts, the damages
caused by bad debts and expenses of overseeing credit and credit accumulations constitute the
conveying costs associated with providing credit which rises when the amount of receivables
provided is also raised. Lost sales coming about because of not providing credit to clients constitute
the opportunity cost which diminishes when the measure of receivables is raised. Companies that
are effective in receivables administration, for the most part, decide their ideal credit levels which
minimize the aggregate expenses of providing credit (Ross et al., 2008).
Meltzer (1960) states that an essential capacity trade credit may be to relieve customers'
financial frictions, along these lines encouraging expanded offers which facilitates growth (Nadiri,
1969). What's more on determining financing frictions, trade credit might support deals toward
alleviating informational asymmetry the middle of suppliers and purchasers with product quality
(Smith, 1987). Also, trade credit empowers value separation (Brennan et al., 1998); eventually the
period of credit or discount for prompt payments, firms would sell their goods at various prices
regarding the demand elasticity of their customers. On a long-run perspective, trade credit could
provide for future benefits by creating and keeping up changeless business connections (Wilner,
2000).
Inventory Management: Stock Level and Valuation
Sitienei and Memba (2015) noted that the expansion of stock holding prompts a reduction
in the gross profit of the SMEs. This infers with a shorter time stock is being held and prompt a
significant increment in the arrival on a venture which would mean an increase in profitability.
SMEs with little gross overall revenues need to make progress toward higher stock turnover for
them to stay in the business sector without making a lot of losses. The study additionally reasoned
that the span of the SME is imperative as with an expansion in deals that would come about as
development of profit for the SMEs and likewise enable the SME to concentrate intensely on stock
turnover. The findings made by Muturi and Wachira (2015) additionally upheld that with less
holding of stock an SME where the shorter stock transformation period the higher is the
profitability of the SME and the other way around.
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Keeping up ideal stock levels decreases the expense of conceivable intrusions and keeps
the loss of business emerging from lack of items. It additionally lessens supply costs also, secures
against value vacillations. Setting the right stock holding time frame is the primary objective of
stock administration. A study to research the ideal stock levels was completed by Swaminathan
(2001), in which the study discovered that modifying crude materials and completed merchandise
as a segment of the stock is speedier than the stock as a whole to achieve sensible levels.
Administrators of SMEs ought to in this manner keep their stock to an ideal level since an error of
stock will prompt tying up overabundance capital to the detriment of beneficial operations
(Dimitrios & Koumanakos 2008).
Dimitrios and Koumanakos (2008) bring up that an excess of stock could request more
physical space, could prompt a monetary loss, and expansions the likelihood of inventories harms,
crumbling and losses. Also, holding a vast measure of stock regularly demonstrates wasteful and
imprudent administration practices and systems. On the other hand, too little inventories may
prompt the intrusion of operation in assembling, expand the likelihood of losing deals and therefore
bring down the profitability of the SMEs.
Singh (2008) discovered that organizations with a poor stock administration can bring
about difficult issues that demolish the long haul profitability and SMEs survival shots. Likewise,
SMEs with well-thought stock administration can lessen the stock to an ideal level which has no
negative impact on generation and deals. The concentrate likewise demonstrates that the extent of
stock specifically influences the working capital and its administration. It is critical to keep record
and administration of stock as it speaks to the venture of assets for an SME and that its speculation
shouldn't be unnecessary or insufficient but instead ought to be kept ideal permitting no wastage
of products (Singh, 2008).
Stock valuation by managers can only gauge future free money streams. When managers
know precisely the amount of income is to be created, and they have an objective rate of return,
they can know precisely what to pay for a profit stock or any organization with positive free money
streams paying little mind to whether it pays a profit or not. However, the inputs themselves are
just gauges and require a level of expertise and experience to be exact (Singh, 2008).
Stock Systems and Procedures
Stock control is fundamentally checking and dealing with the measure of stock either on
the offering floor or away at any given time. It is critical this is done proficiently because the stock
is the single biggest resource of the store. The fundamental reason for the stock administration is
to build the store's benefit by guaranteeing that appropriate levels of stock are in the store at all
times. The approaches and techniques used to fulfill this will fluctuate contingent upon the kind
of store. For stock administration to be powerful, somebody must be in charge of setting suitable
arrangements, setting up suggested stock levels, and guaranteeing that control frameworks are
working legitimately. With stock control, even though managers actualize the techniques and
guarantee that staff is doing them, they should comprehend the explanations for the arrangements
and methodology. For instance, an arrangement to screen stock levels is set up because inadequate
stock cutoff points deals and over the top inventories tie up cash that might be required elsewhere
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in the store. It is imperative that the managers mentor their team about inventory control (Bonin &
Wachtel, 2003).
Agrawal and Smith, (1996) as cited by Korobow (2012) note that stock administration is
imperative since it helps in keeping up an exchange off between conveying expenses and
requesting costs which would imply that it will minimize the aggregate expense of stock. Stock
administration would promote encourage in the keeping up a satisfactory stock of the SME for
smooth creation and deals operations which would likewise stay away from the stock-out issue
that an SME generally would confront in the absence of legitimate stock administration. An
appropriate stock control framework could be connected by an SME to stay away from losses,
harms, and abuses.
Accounts Payable: Supply credit
From the demand angle, the profitability from SMEs in Imus, Cavite can be considered as
transient debts as far as accounts payables are concerned and the advantages of accounts payables
are discussed by different scholars. Firstly, accounts payables are a proficient way to deal with the
SMEs money related gratings in the short term (Autukaite & Molay, 2011). Considering the
restricted informational openness, financial institutions are hesitant to provide debts to SMEs or
they require high loan costs to repay high risks (Bonin & Wachtel, 2003). Accounts payables can
be more available, particularly over the time of a tight money related strategy. Within the time of
a tight financial approach, clients will probably change to accounts payables because around that
time the compelling loan interests exceed the prevailing expenses of accounts payables. This is
because of the way that the accounts payables terms are generally steady, which implies that certain
financing costs are predictable. In the meantime, the interest costs of bank loans are expanding
during a tight fiscal period, which prompts costlier expenses of bank loans than that of accounts
payables (Bonin & Wachtel, 2003). SMEs, lessening the expenses from the raising capital, will
gain more profitability.
Secondly, as indicated by the credit proportioning theory, SMEs cannot access to the
customary financial framework. The genuine data asymmetry amongst SMEs and prospective
creditors make it troublesome for SMEs to raise capital. Suppliers as traders can get to clients'
private data for example item quality and operational conditions that are less expensive than banks.
Suppliers precisely investigate the present and future financial state of purchaser SMEs and after
that choose whether to give credit. Data advantage over the financial institutions may enable
suppliers to prolong credit with minimal risk. Numerous researchers contend that there is a positive
correlation between bank loans and accounts payables (Delannay & Weill, 2004).
Delannay and Weill (2004) contend that if suppliers will offer accounts payables and
afterward bear default risks, for financial institutions, this would imply that suppliers have gained
data avowing that purchaser SMEs can pay back the debts. Subsequently, financial institutions
have a positive outlook towards purchasers, and hence grant debts to the purchasers. At the end of
the day, accounts payables empower the private information of the seller to be utilized as a part of
the loaning relationship, and this extra information can reduce credit proportioning caused by
unfavorable choices (Delannay & Weill 2004). SMEs get more capital from the business sector,
increasing more venture and development opportunities.
917 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Accounts payables are utilized as a mechanism that stands as a payment or predetermined
substitute to quick financial use. It lessens uncertainty utilizing business pooling. With the
uncertain supply, for instance, volume and timing of cash streams are uncertain in the stream of
the merchandise. Cash should be carried and arranged in a complete transaction procedure. This
stochastic cash shows high holding expenses and opportunity costs (Martinez-Sola, Gracia-Teruel,
& Martinez-Solana, 2013). By disposing of these expenses using accounts payables, the
operational revenue is more possible and adaptable in the transaction and clients can contribute
cash on another high rate of return initiatives to maintain profitability. Furthermore, accounts
payables are utilized as an assessment instrument too for clients to evaluate the nature of the
product. Martinez-Sola, et al (2013) states that the purpose of extending the payment to purchasers
is to check the nature of the product. Purchasers can decline the payment process if products have
quality issues, which causes lesser transaction costs. Consequently, purchasers settle on obtaining
choices as indicated by credit terms and different states of accounts payables.
In a synopsis, SMEs are to a great degree sensitive to the suppliers funding because of
requirements on bringing up capital in the customary business sector. As stated, accounts payables
help SMEs to outshine fiscal erosions and cause cutbacks to the operational expenses. For the
SMEs to be in substantial surviving, they appreciate the advantages from accounts payables.
Equally, accounts payables do not demonstrate clear impending consequences for the SME's
profitability as per the scholars.
Accounts Payable Credit
Postponing payments to suppliers enables organizations to survey the nature of the items
that were purchased and this can be an economical and adaptable wellspring of financing. In any
case, managers ought to know that late payment can have certain high expenses at whatever point
early payment discounts are accessible. Since cash is additionally secured up working capital, the
more the investment in current assets, the lesser the risk and the lower the profitability achieved
(Falope & Ajilore, 2009).
Liquidity
A firm's liquidity is its ability to meet its short term obligations (usually a year) and this is
only possible by the firm having the ability to convert its assets into cash. Short term, generally,
signifies obligations that mature within one accounting year (Lamberg & Vålming, 2009). Through
the ordinary course of a business, firms can acquire inventory on credit, which they utilize to
generate products, these are then sold in cash or credit. These actions give rise to accounts payable
and receivable until the firm collects cash from accounts receivable and settles the payable
accounts (Muscettola, 2014). The cash conversion cycle (CCC) is, therefore, a measure (in days)
and replicates the length of time taken to sell a stock, collect receivables, and pay dues by a firm.
A short cash conversion cycle is often recommended as it allows ready available funds for a firm
to invest in assets or other activities that increase investment return, increase efficiency, and
comparing the firm performance to close competitors.
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Cash Management
Cash management is considered among the main aspects that determine the efficiency of
working capital this involves planning and controlling of all cash flows from and into the business
(Weston & Copeland, 2008). According to Costa (2014), cash management is geared towards
optimization of the available cash to maximize the level of earnings and the amount of cash held
by the firm incurs an opportunity cost as such funds would have been invested in more productive
projects. On the contrary, a firm need to strike a balance between having too much or too little
cash. Operating with very little cash balances increases the firm's financial risk for being unable
to meet their obligation as they fall due. Efficient cash management practices involve not only the
determination of optimal cash to hold but also the planning and monitoring of available cash flows.
Many small enterprises lack data on the estimated future cash inflows and they also never
budget or plan for the expected funds. This directly impacts on the future survival and
sustainability of the enterprises. According to Nick (2009), the enterprises that regularly budget
for the future once a month increase their chance of survival by up to 80%. He also points out that
small businesses assume that cash flow problems are automatically solved by increased growth in
the future. Mong (2011) established that few small businesses create cash budgets despite the
importance of cash forecasting as a tool for efficient cash management.
Conceptual Framework

Figure 1. Conceptual Framework
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Research Methodology
The study used the descriptive method of research. This study used a survey method to
postulate precise and specific information regarding the current conditions, practices, situations,
behavior, and trends put into consideration. There were 30 respondents, specifically owners of
SMEs.
The data shows that among the provinces in CALABARZON, Cavite has the greatest
number of SMEs with a total of 3,346 enterprises composed of 3,142 small enterprises and 204
medium enterprises. In line with this, Cavite has the highest employment in the small and medium
sector with a total of 103, 632 employees, 75, 090 of which are employed in small enterprises and
28, 542 in the medium enterprises. Also, Cavite was the fastest-growing province in the region
with an average annual population growth rate (PGR) of 3.37 percent during the period 2010 to
2015 (PSA, 2015). The focus is on the City of Imus, the 5th most populated city, as the
geographical area of the study.
The analysis of the research used descriptive statistics and content analysis. The Regression
model was used to establish a significant relationship between independent variables and
dependent variables. The Co-efficient of determination was used to estimate how well the
independent variables interpret the dependent variable. The Correlation was used to measure the
strength of the association between two variables and the direction of the relationships. The study
used Analysis of Variance (ANOVA) to establish the significance of the regression model from
which the f-significance of p less than 0.05 was established.
Summary of Findings
The purpose of the study is to determine the effect of working capital management which
includes the cash conversion cycle, accounts receivable, inventory management, accounts payable
to the profitability of the businesses. The results showed the following:
1. Among all the independent variables, the independent variable with the highest effect is
the inventory management with a 0.57 or 57% effect on profitability. The variable that has
the least effect is accounts receivable with a 0.42 or 42% effect on profitability.
2. The R-Value resulted in 0.804 which indicates a strong positive correlation between
independent variables which are cash conversion cycle, accounts, receivable, accounts
payable, and inventory management and the dependent variable which is the profitability.
3. The R square value is 0.647 or 65% of the variability in the independent variables affects
the dependent variable while the remaining 35% represents the other factors that are not
covered in the study.
4. The significance of F is 5.08427E-11 which is less than 0.05 which means that the effect
of the independent variables as a whole group to the dependent variable is significant.
5. Among all the independent variables, Inventory management has a P-value of 0.026 and
Cash conversion cycle has a P-value of 0.029 which signifies that they are both significant.
6. The acceptance model to adopt is the multiple regression model having a coefficient of
determination value of 0.647.
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Conclusions and Recommendations
Based on the overall findings, accounts receivable and accounts payable are not significant.
Accounts receivable was not significant because of the nature of the business. Most of the
respondents do not have a credit policy because their merchandise are household goods such as
food, groceries, clothing, etc. Accounts payable is not significant because they maintain a good
relationship with their suppliers by not incurring late payments. They value their relationship with
their suppliers. Also, it is not significant because some of the businesses were the ones offering
the supplies. Hence, accounts payable does not apply to them. Inventory management is significant
because most of the business check their inventories either quarterly, monthly, or yearly basis and
keeping accurate inventory records. The inventory holding period is a very important aspect of the
cash conversion cycle by the businesses. The cash conversion cycle is significant because the
businesses were able to convert their inventories to cash. Most of the firms have also apparently
taken measures such as maintaining sufficient cash balances for operations and regularly budgeting
for future expenditure.
Based on the findings, inventory management and cash conversion cycle are significant.
To improve the overall management of the business, the study has the following recommendations:
A. Inventory Management
The SMEs may adapt Economic Order Quantity which is used to determine inventory
orders. The goal of this is to minimize its costs related to buying and taking delivery and storing
units. The ordering costs which involve shipping and employee cost associated with purchasing
the stocks/items. Carrying costs involves warehouse expenses including the rent for warehouse
and employee salaries and overtime. EOQ aims to minimize the costs associated with the
inventory. If SMEs adapt this, they can easily convert their inventories to cash. Hence, the low
value of money will be stuck in the inventory since in EOQ, you will only order supplies and
stocks when it is needed.
Another one is to acquire an inventory management system or software. It is much easier
for them to monitor all of its inventories if they have a system. They may acquire this from Astra
Philippines which designs and develop quality custom software for SMEs. Aside from this, they
may also acquire appropriate software from the following companies: Fast Track Solutions Inc.,
Quadranta-A, JeonSoft Inventory System, Loyverse (amounts to Php13,500 yearly),
Cloudcompass, Jinisys, and Xero PH. All of these companies are open in the Philippines and they
may inquire first to check the system and pricing.
B. Cash Conversion Cycle
To improve on their ability to generate cash, SMEs may acquire accounting systems such
as QuickBooks, SAP Accounting System, Astra Philippines, Tradechakra, Qne Software,
JeonSoft, NetSuite, and Ojeema. All of these are available in the Philippines. The purpose of the
accounting system is to manage and monitor financial information and date for accurate decisions
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making. It is to ensure that the company is monitoring all of its inflows and outflows. Hence, this
helps them to avoid problems that may incur in their finances.
The firms need to encourage credit transactions with suppliers over the use of cash; this
will enable the firms to use the cash available for other purposes. Also, there is a need to create
cash discounts agreements with suppliers upon payment of dues within a stipulated period and this
should be a reasonable one for the firm's benefit.
The business has to find other means of generating sufficient cash for their sustainability
and this could involve acquiring goods on credit or even seeking funding. The business should
also seek to maintain sufficient inventory as failure leads to lost sales and customer loyalty. The
firm also needs to be able to meet short-term obligations when they fall due and this can only be
possible through maintaining a cash management system that works.
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Abstract
This study is about the development of an early warning indicator for real estate bubble
from the top ASEAN-5 banks before another financial crisis will happen. The study’s objective is
to identify the presence of a bubble in the real estate sector in the ASEAN region and to mitigate
it by preparing the banks with an early warning system. The study used panel data regression to
determine the warning threshold the vector error correction model (VECM) for bubble detection,
and logistic regression in developing the early warning system. The study used leading
macroeconomic indicators and banking variables like the banks’ real estate exposures, nonperforming loans, deposit growth rate, effective interest rate, stock prices, inflation rate, GDP
growth rate and real exchange rate. Results from the Schwartz Information Criterion (SIC) ranged
from 3 to 5 showing that the model is likely to be true. Augmented Dicky-Fuller Test showed
stationarity. The ASEAN-5 banks have a possibility of cointegrating relationship but the
macroeconomic variables were significant. The Philippine banks appeared in the warning zone in
the rainfall advisory that there is a possibility of overheating in their real estate exposure. Both
Malaysia and Thailand’s banks did not appear to have in the rainfall advisory at all and are overall
okay. Vietnam’s banks fell in the overheating zone indicating possibility of loan defaults in their
real estate portfolio. Indonesia’s banks appear in the warning zone indicating a possibility of
overheating in their real estate exposure. Overall, the results of the real estate exposures of the
ASEAN-5 banks showed mixed results in their individual country’s rainfall advisories where the
banks’ of 3 countries of the region’s banks showed the possibility of overheating in the real estate
exposure s while only 2 countries showed healthy real estate exposures. The model will be a great
help to regulators and the banking industry in the ASEAN-5 to forewarn them of overheating and
bubble detection in their real estate exposures to avoid future financial crisis.
Key Words: Financial crisis, ASEAN-5 banks, real estate exposure, bubble detection
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Abstract
Mergers and acquisition is one of the repercussions of the increasing capitalization
framework. This move will protect the general public against the potential insolvency issues of the
insurers. However, the gray comes into play when asked if who protects the interest of the insurers.
The current study aimed to provide insights to protect the interest of the insurers on how they will
maximize their returns on capital using profitability indicators in preparation for the everincreasing capital requirements until 2022. The current study is a causal-predictive with the
purpose of attempting to predict capital returns and validate through the existing theories in the
capital structure. The panel data sets of insurers from the years 2012 through 2016 were obtained
in the Office of the Insurance Commission (OIC). Using the panel data regression, the results
suggested that loss ratio, underwriting risk, debt-to-equity ratio, have negative and statistically
significance with capital returns. While diversification, financial leverage, and input cost have a
positive and significant relationship with capital returns. However, risk premium, investment
income, interest earned on surplus, and firm size had found to be insignificant predictors the capital
returns. Accordingly, non-life insurers and policymakers should give high concern to these factors
to properly address issues on capital returns.
Key Words: Capital returns; Insurer Profitability Indicators; Non-life insurers; Panel Data
Analysis

Introduction
Mergers and acquisition is one of the repercussions of the increasing capitalization
framework. Section 194 of the Republic Act (RA) 10607 known as Insurance Code ordered the
specific amounts of increase in the capital requirements. This move will protect the general public
against the potential insolvency issues of the insurers. However, the gray comes into play when
asked if who protects the interest of the insurers. The current study aimed to provide insights to
the insurers on how they will maximize their returns on capital using profitability indicators in
preparation for the ever-increasing capital requirements until 2022.
Aside from the capitalization requirement set on the amended Insurance code, this section
also tackled Risk-Based Capital (RBC). It is a requirement of capital based on relevant risks that
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an insurance company might face. Risk-based capital is calculated based on how much risk is taken
by the insurance companies as opposed to using a standard formula. Crawford, Russugnan, &
Kumar (2018) pointed out that higher risk would require higher capital requirement and vice versa.
Before 2006, the Philippine capital regime was totally based on a fixed capital requirement.
Through the issuance of a 2006 circular of the insurance commissioner (Circular 6-2006, October
5, 2006), RBC was formally adopted in the Philippines, ahead of Malaysia, Thailand and Sri
Lanka. (Funa, 2014). Under this enactment, the RBC of non-life insurers takes into account: assetdefault risk, insurance-pricing risk, interest-rate risk, and general business risk. Curtis (2018)
asserted that each insurance company must maintain a minimum RBC ratio of 100 percent.
Depending on how impaired the capital is, or how low the RBC ratio goes, certain actions are
authorized to be taken, the most extreme of which is a regulatory intervention by the Office of
Insurance Commission (IOC). A specific formula is required in the computation of the RBC
requirement.
Seminal studies into capital returns made use of capital structure theory (for example
Modigliani & Miller, 1958; Spence, 1973) which assumes that there exists a maximum level of
debt to equity ratio where the aggregate cost of equity is the minimum and the market value of the
firm is the maximum. Many of the traditional finance theories are used by finance managers in
structuring company’s capital structure. In contrast, the financing mix brings was proven to a
positive impact on capital structures including resource-based view theory (Barney, 1991),
institutional theory (Meyer and Rowan, 1977; DiMaggio and Powell, 1983), and sales
maximization theory (Baumol, 1959). Despite the recent developments in traditional finance
theories, increasing studies had utilized multidisciplinary theories to determine the financing mix
that will predict the firm’s value. The current movement of the regulators to increase capital
requirements seemed to be untimely since the ratio of the Capital Returns of the non-life domestic
insurance industry gradually went up from 2013 to 2015 but dropped to 21.54% on 2016. This
industry problem led this current research to identify profitability indicators of non-life insurers
that can influence the decreasing capital returns using the combined capital structure theories such
as pecking order theory, signaling theory, and multidisciplinary theories in the organization such
as sales maximization theory, resource-based view, and institutional theory.
Literature review
In order to further understand how do profitability indicators affect the capital returns of
the Philippine domestic non-life insurance, it is important to know the past studies with the related
topics and how it can affect the present undertaking. Many variables have been established to be
significant to non-life insurance firm’s capital returns in different studies.
Insurance risk premium shows to be significant to the capital returns of the firm. The more
paid-up capital for the firm, the better to the capital returns of the company as it can cover up for
the losses incurred during the operation. It means that companies with larger gross written
premium are more efficient in generating a greater return. (Burca and Batrinca 2014; Chen and
Wong, 2004; Mehari and Aemiro, 2013; Charumathi, 2012)
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Loss ratio shows a negative significant result on the related studies. Insurers with higher
net claims is less likely to have better performance because they suffer such great monitoring and
claims handling costs which affect to the capital returns of the company (Chen, Liao, Chen and
Chen, 2006; Malik, 2011; Mehari and Aemiro, 2013; Adams and Buckle, 2003; Derbali & Jamel,
2014).
Investment proceeds generate investment income and expected to have a positive influence
on capital returns as a result of an increased underwriting activity and market share expansion
(Chen and Wong 2004; Burca and Butrinca, 2014; Asimakopoulosm, Papadogonas, and Samitas,
2009).
Interest earned on surplus increases the insurer capital in which resourceful companies
would be able to make a more potential return from their surplus (Cesaroni, Bonis and Infante,
2016; Khan, 2007).
Diversification provides various returns such as mitigating potential risks and market
growth. As regards to firm size, insurers with a larger size typically have a larger capacity for
facing adverse market movements compared to small players (Cole, He and Karl, 2015; Batrinca,
2014; Lee, 2014; Pervan, Curak, and Marijanovic, 2012; Maher, Staudt and Warren, 2011).
The potential impact of firm size are as follows: first, insurers with a larger size typically
have a larger capacity for facing adverse market movements compared to small players; second,
with an increased size of firm, firms are able to spread fixed costs over more output; third, larger
insurance companies benefit from economies of scale in terms of labor cost leading to excellent
delivery of services; lastly, larger insurance companies can easily tap most qualified professionals
to join their team compared to the smaller insurers (Sambasivam and Ayele, 2013; Malik, 2011;
Almajali, Alamro and Al-soub, 2012; Omondi and Muturi, 2013; Kaya, 2015; Boadi, Antwi and
Lartey, 2013; Birhan; 2017; Ćurak, Pepur and Poposki, 2011; Burca and Batrinca, 2014; Mwangi
and Murigu, 2015; Kripa, 2016; Hailegebreal, 2016; Mwangi and Iraya, 2014; Ismail, 2013; Lee,
2014; Shiu, 2014).
Financial leverage beyond the optimum level could result in higher risk and low value of
the firm (Chen and Wong, 2004).In addition, high occurrence of expenses might have an opposing
effect on the capital returns. Non-life insurers that are highly leveraged may be at risk of
bankruptcy if unable to make payments on their debt (Boadi, Antwi and Lartey, 2013; Almajali,
2012; Adams and Buckle, 2003; Hailegebreal, 2016; Chen and Wong, 2004).
Underwriting risk foremost explanations are summarized as follows. First, a high
occurrence of loss might have an opposing effect on capital returns. Expenses such as claims
investigation and loss adjustment costs are detrimental to the firm’s capital returns. Second, a good
management policy is needed by the insurers to mitigate their risk exposure before underwriting,
while minimizing their return on investment after underwriting Ćurak, Pepur and Poposki, 2011;
Burca and Batrinca, 2014; Adams and Buckle, 2003; Mwangi and Iraya, 2014; Lee, 2014; Malik,
2011; Hailegebreal, 2016; Burca and Batrinca, 2014; Kaya, 2015; Boadi, Antwi and Lartey, 2013).
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Little researches have been explored dealing with the relationship of debt to equity ratio on
the financial performance. Adams and Buckle (2003), Almajali, Alamro and Al-soub (2012),
Burca and Batrinca (2014), and Mwangi and Murigu (2015) researched the determinants that affect
the capital returns of insurers. The study employed return on assets as the dependent variable and
capital returns were positively related to debt to equity ratio. Nonetheless, Malik (2011),
Sambasivam and Ayele (2013) Omondi and Muturi (2013) and Kaya (2015) examined the effect
of debt to equity ratio on capital returns, which was a proxy by return on assets. From the results
debt to equity ratio is negatively related.
Higher input cost upsurges the insurer’s operating ratio and reduces the capital returns in
which well-organized firms would likely to gain more returns compared to competitors (Lee, 2014;
Kozak, 2011).
There have been many published literature on the determinants of capital returns other
financial institutions abroad. But, very few types of research were made on the Philippines
Insurance’s capital returns specifically for the non-life insurance industry. The other researches
related to capital returns are usually about the bank industry and outside the Philippines.
Additionally, the period covered is not current compare to this study that covers the recent years,
2012 to 2016. The primary contribution of this research paper is to provide a comprehensive study
about capital returns determinants tailored for non-life industry using the currently available data
provided by the Insurance Commission. Also, this paper intends to contribute to how insurance
practitioners can focus based on the variables used in this study to improve their capital returns.
Lastly, the result of the literature may be inconsistent due to the constant change in the market.
Methodology
Data collection
Secondary data used was collected from the Insurance Commission. This covers 5-year
data from Years 2012 to 2016 which was sourced to all published annual non-life companies’
Statement of Financial Position, Statement of Financial Performance, Summary of Losses Paid on
Business per Line of Business and Data of Premiums Written per Line of Business. Data from
financial statements were considered reliable since financial statements are prepared based on
standardized accounting principles and accepted by the Insurance Commission. The year 2012
actual data can be found on the Appendices.
Data analysis
Capital Returns can be defined as the amount of net income before taxes divided by the
average shareholders’ equity. It is one of the all-time favorites and perhaps most widely used
overall measure of corporate financial performance (Rappaport, 1986) which was also confirmed
by Monteiro (2006). Capital Returns is popular among investors because it links the income
statement (net capital returns /loss) to the balance sheet (shareholders’ equity). The fact that Capital
Returns represents the result of structured financial ratio analysis, called Du Pont analysis, also
contributes towards its popularity among analysts, financial managers, and shareholders alike
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(Stowe, Robinson, Pinto & McLeavy, 2002). These constructs are affected by the independent
variables divulged in Table 2.
This study uses a panel regression analysis. Panel data analysis facilitates the analysis of
cross-sectional and time series data. The used the pooled regression type of panel data analysis.
The pooled regression, also called the Constant Coefficients model, is one where both intercepts
and slopes are assumed constant. The cross-section company data and time series data are pooled
together in a single column assuming that there is no significant cross section or intertemporal
effects.
Table 2
Variable definitions

To examine the profitability indicators on the capital returns on non-life insurance
companies, a regression model was developed from the related literature as given below.
Econometric Procedure
To fully investigate the profitability indicators of how it affects the capital returns of local
non-life insurers, a series of diagnostic tests were conducted. First, Breusch – Pagan – Lagrange
Multiplier Test. This used to test the heteroscedasticity in a linear regression model. This is to
determine whether the change of the errors from regression is dependent on the values of the
independent variables. Second, Hausman Specification Test is also known as the Durbin–Wu–
Hausman test. This test model for misspecification was used as the panel data estimator for the
model in the equation. This test is enforced to test the most efficient model among Ordinary Least
Squares, Fixed Effect Model, and Random Effect Model. Third, The Modified Wald test proposed
by Greene (2003) was applied to test group-wise heteroscedasticity in the residuals of a fixed effect
regression model. The null hypothesis of no group-wise heteroscedasticity was rejected if p-value
< 0.05. Fourth, this paper also used the Variance Inflation Factor (VIF) to test for multicollinearity.
Fifth, the Univariate analysis, in which summary statistics are used to describe the aggregate
features of the variables. Lastly, the Spearman Rho Correlation analysis, which tested the
association between the pairs of each variable.
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This study used these tests to help determine the extent and distinct level of influence each
independent had in predicting the capital returns of the domestic non-life insurance industry.
Hence, it helped in achieving the outcome contemplated in the Conceptual Framework
Results
Descriptive statistics
Table 3 presents a summary of the descriptive statistics of the dependent and independent variables
for the domestic non-life insurance companies for a period of five years from 2012-2016 with a
total of 180 observations. Key figures such as mean, median, standard deviation, maximum,
minimum and standard deviation value were reported. The descriptive statistics summarized the
overall characteristics of the dataset and established the distribution for each variable.
Table 3
Descriptive statistics

As indicated in the above table, the capital returns in the form of ROE shows that Philippine
non-life insurers achieved an average of a positive before tax profit over years 2012-2016. For the
sample distribution, the mean of capital returns was 26.04% with a maximum of 126% and a
minimum of -135%. This means the most profitable insurance company among the sampled earned
126% of the profit. On the other hand, the not profitable insurance company of the sample
distribution lost 135% of the profit. This clearly illustrates the disparity of rates of return earned
by non-life insurance companies. Regarding the standard deviation, it means the value of the
capital returns deviate from its mean to both sides by 23% which indicate there was low variation
from the mean.
Moving on to the independent variables, The mean (median) of insurance risk premium is
356.62% (54.96%), implying that on average, Philippine non-life insurers relatively have a high
percentage of their premiums assumed over premiums ceded. The standard deviation of insurance
risk premium (IRP, Std. dev. = 26.20) exceeds the mean value suggesting a variation in the level
of insurance risk premium of the sample insurers.
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In regards to the loss ratio variable, as proxies by losses incurred divided by gross written
premium; the mean of incurred claims to gross written premium ratio was 33.53%. This implies
that on average, most insurance companies from the sample paid 33.53% loss incurred out of the
gross written premium. The standard deviation of loss ratio is 34.17%, which is slightly over the
mean. This implies the existence of extreme values in the tails of the sample distribution.
The level of investment income is on average (II, mean = 9.31%), which is considered
normal. The standard deviation (II, Std. dev. = 11.40%) exceeds the mean value suggesting the
existence of extreme values in the tails of the sample distribution.
In addition, the mean (median) of interest earned on surplus is 59.41 (0.4630) which is
considered normal as well. The standard deviation (IEOS, Std. dev. = 224.02) exceeds the mean
value suggesting the existence of extreme values in the tails of the sample distribution.
The degree of financial leverage is on average (FL, mean = 0.4710), which is considerably
low suggesting that the assets of the sample firms exceed the total liabilities. The standard
deviation (FL, Std. dev. = 0.2323) stands below the mean value suggesting no extreme values in
the tails of the sample distribution.
In regard to the underwriting risk variable, Table 5 reveals that the degree of financial
leverage is on average (UR, mean = 0.9302), and is considered moderate. The standard deviation
(UR, Std. dev. = 1.963) stands above the mean value suggesting that there is a presence of extreme
values in the tails of the sample distribution.
The level of debt to equity ratio is on average (DE, mean = 1.902), which is considered
normal suggesting that the total net worth of the sample firms exceeds the total liabilities. The
standard deviation (DE, Std. dev. = 4.327) exceeds the mean value suggesting the existence of
extreme values in the tails of the sample distribution.
The mean (median) of input cost is 36.25% (25.46%), implying that on average, all
expenses of Philippine general insurers are relatively high in terms of percentage in their gross
premiums. The standard deviation of input cost (IC, Std. dev. = 0.5568) surpasses the mean value
signifying a variation in the level of all expenses of the sample insurers, with non-life insurers
having lower expenses.
The observations have policies written in a single line of business (i.e., Di=1) with an
average of 10.7949 for all firm-year observations in the sample. However, the average (Di, mean
= 10.7949) is larger than the median (Di, median= 0.9578), implying that the sample is slightly
skewed towards less diversified non-life insurers.
Further, to check the size of the insurance company and its relationship with profitability,
the logarithm of total asset is used as a proxy. The mean of the logarithm of total assets from 2012
to 2016 was 20.8056. Size of non-life insurance companies was highly dispersed from its mean
value of 20.8056, which represent an approximate value of 2 billion in PHP of total admitted assets
with the standard deviation of 0.9824, which indicates a considerable variation in the size of the
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sample insurers. The smallest general insurer in the sample has total assets valued at 274 million
in PHP (FS, Min. = 19.0703) and the largest retains total assets of about 19 billion in PHP (FS,
Max. = 23.8149).
Correlation Analysis
The present study used Spearman Rho correlation coefficients. Chow (1982) contended that
correlation analysis should be conducted prior to multivariate tests, in order to minimize the risk
of variable measurement errors and identify inter-correlated variables, which could distort the
statistical significance of multivariate results. In addition, Belsley, Kuh, and Welsch (1980)
asserted that the correlation analysis could reveal high and statistically significant collinearity
between independent variables, following which other diagnostic tests such as the variance
inflation factors (VIF) could be conducted to ascertain that the presence of multicollinearity would
not affect the parameter estimates obtained in the multivariate analysis.
Table 4
Correlation matrix

Table 4 gives the Spearman Rho correlation coefficients between all the dependent and
independent variables for the pooled firm-year observations of Philippine non-life insurers, for the
period 2012-2016.
Insurance Risk Premium, Investment Income, Financial Leverage, Debt to Equity, Input
Cost, Diversification and Firm Size show a correlation as shown on the Spearman Rho correlation
coefficients.
The result shows a negative and significant association between insurance risk premiums.
A positive relationship does not exist between insurance risk premium and capital return similar
to the findings with Charumathi (2012).
Investment Income and capital return also have a negative and significant relationship
based on the result of the study. This is in contrast to the findings found by Chen and Wong (2004);
Asimakopoulosm, Papadogonas, and Samitas (2009) wherein it is significant but negative. The
result showed a positive relationship does not exist between investment income and capital return.
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Spearman Rho correlation coefficient for financial leverage is positive and statistically
significant (p-value ≤ 0.01). The results suggest that increasing financial leverage has a negative
impact on the profitability of non-life insurers.
Furthermore, a positive significant relationship (p-value ≤ 0.01) between capital returns
and debt to equity ratio exists consistently, similar to the findings with Adams and Buckle (2003);
Almajali, Alamro and Al-suob (2012); Burca and Batrinca (2014); Mwangi and Murigu (2015);
However, a negative relationship does not exist between debt to equity ratio and capital returns of
non-life insurers.
Table 4 further reveals a negative and significant association (p-value ≤ 0.1) between input
cost and capital returns. A negative relationship does not exist between input cost and capital return
on nonlife insurers. The result suggests that higher expenses might erode the profit of the firm
(Mwangi and Iraya, 2015, and Lee, 2014).
Similar to the findings of Cole, He and Karl (2015), diversification and capital returns have
a positive and significant relationship. A positive relationship does not exist between
diversification and capital return on non-life insurers.
A positive and statistically significant (p-value ≤ 0.05) association is found between firm
size and capital returns, suggesting that larger firms are more profitable. This supports the study
of Sambavasim and Ayelle (2013); Malik (2011); Almajali, Alamro and Al-suob (2012); Omondi
and Muturi (2013); Burca and Batrinca (2014); Oner Kaya (2015); Boadi, Antwi and Lartey
(2013); Birhan (2017); Ćurak, Pepur and Poposki (2011)). However, a positive relationship does
not exist between firm size and capital returns of non-life insurance companies.
However, underwriting risk is found negative and insignificant, while loss ratio and interest
earned on surplus are positive and insignificant with the capital returns.
Multicollinearity test
The existence of a strong correlation among the independent variables was tested using the
variance inflation factor (VIF) to ensure that the presence of multicollinearity was not affected the
significance of the parameter estimates. The outcome implies that the VIF for all variables is
significantly less than three (2.77). Similarly, the 1/VIF significantly exceeds 0.1(range from
0.180437- 0.900763) which is consistent with the rule of thumb. Hence, the researcher found that
there is no multicollinearity problem in the present study.
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Table 5
Multicollinearity test

Heteroskedasticity test
The LaGrange Multiplier test by Breusch and Pagan is used to test whether pooled ordinary
least squares model is appropriate against the random effects model. The test done indicates that
there is no Heteroscedasticity problem because p-value (Prob > chi² = 0.0001) is less than five
percent. The result of the x²-test rejects the null hypothesis that there is no heteroscedasticity and
the individual effects exist and the pooled models are not appropriate against the random effects
models.
Model specification test
Based on the results of the Lagrange Multiplier and Hausman tests, it can be concluded
that of the two alternative regression specifications, the FEM is the most appropriate model for the
study.
Table 6
Model specification test

Regression analysis
The Wald chi-square test is statistically significant (p-value < .05) in all the models
considered and thus rejects the null hypothesis that all the regression coefficients across the models
are simultaneously equal to zero.
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Table 7
Regression table – Fixed Effects Model
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Table 7 illustrates the results of the fixed effects model. It can be noticed that the variables
such as loss ratio, financial leverage, and input cost are not statistically significant, because the
probabilities associated with coefficients are higher than the significance level of 5%. The value
of R-squared shows that the independent variables explain 68.40% of the entire panel’s variations.
The model is appropriate because F-statistic has a value of a significance level of 5%. Regression
analysis implies that:
1. The regression coefficient of Insurance Risk Premium at -0.000045 indicates that when
Insurance Risk Premium increases across time and between firms by 1% then the capital
returns will decrease by an average of 0.0045%. The findings are consistent with the studies
by Chen and Wong (2004) and Mehari and Aemiro (2013).
2. The regression coefficient of loss ratio at -0.2750 indicates that when loss ratio increases across
time and between firms by 1% then the capital returns will decrease by an average of 27.5%.
This is a similar finding with Chen, Liao, Chen, and Chen (2006); Malik (2011) and Adams
and Buckle (2003).
3. The regression coefficient of Investment Income at 0.1832 indicates that when Investment
Income increases across time and between firms by 1% then the capital returns will increase
by an average of 18.32%. Similar to the finding of Burca and Butrinca (2014).
4. The regression coefficient of Interest Earned on Surplus at – 0.0000781indicates that when
Interest Earned on Surplus increases across time and between firms by 1% then the capital
returns will decrease by an average of 0.00781%.
5. The regression coefficient of diversification at 0.0041173 indicates that when diversification
increases across time and between firms by 1% then the capital returns will increase by an
average of 0.41173%
6. The regression coefficient of firm size at – 0.018 indicates that when firm size increases across
time and between firms by 1% then the capital returns will decrease by an average of 1.8%
7. The regression coefficient of financial leverage at 0.5099 indicates that when financial leverage
increases across time and between firms by 1% then the capital returns will increase by an
average of 50.99%. The findings are consistent with the studies by Kripa (2016); Adams and
Buckle (2003); Hailegebreal (2016); Mwangi and Iraya (2015); Boadi, Antwi, and Lartey
(2013); ), Ismail (2013), Lee (2014) and Shiu (2014). As the relationship between size and
performance was statistically insignificant, perhaps due to diseconomies of scale, it may be
prudent to focus on performance instead of growth for its own sake.
8. The regression coefficient of underwriting risk at – 0.02793 indicates that when underwriting
risk increases across time and between firms by 1% then the capital returns will decrease by
an average of 2.793%. The underwriting risk has a negative influence on the insurer’s financial
performance, since taking an excessive underwriting risk can affect the company’s stability
through higher expenses. This implies an increase in the management expense (e.g., claims
investigation and loss adjustment costs).
9. The regression coefficient of Debt to Equity Ratio at – 0.02387 indicates that when Debt to
Equity Ratio increases across time and between firms by 1% then the capital returns will
decrease by an average of 2.38%. This finding is consistent with Boadi, Antwi, and Lartey
(2013) and Almajali (2012) showing a positive and statistically significant result. This shows
how much the assets were being financed by the debt. Higher leverage could be risky,
especially the reserves for unearned premium and claims payable that are high, which could
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adversely affect the financial performance. Firm’s value, which was a proxy by capital returns,
must increase should the leverage increases. However, the Philippine non-life insurance
market’s total liabilities are mostly composed of claims payable and unearned premium
reserves, which are not fostering healthy financial wellness.
10. The regression coefficient of input cost at 0.11721 indicates that when input cost increases
across time and between firms by 1% then the capital returns will increase by an average of
11.72%. It is not a good indicator as higher overall expenses decrease the ability of the firm to
realize a profit. However, the statistical insignificance can be caused by those firms operating
with high expenses compared to their capital returns, especially those small-scale Philippine
non-life insurers.
Conclusion
The empirical analysis obtained from the econometric analysis of the profitability
indicators that affect the capital returns of the Philippine domestic non-life insurers using a panel
data covering the period 2012-2016. Using the fixed effect model (FEM) methodology, ten
hypotheses were tested using cost efficiency estimates. The empirical results of the pooled data of
Philippine local non-life insurers indicate that the ability to control Loss Ratio, Financial leverage,
underwriting Risk, Debt to Equity, Input Cost and Diversification is statistically significant.
Furthermore, increasing underwriting risk has a negative influence on the insurer’s
financial performance, since taking an excessive underwriting risk can affect the company’s
stability through higher expenses. In this study, the diversification has a positive impact on
profitability. In terms of debt to equity ratio, the more a company uses debt, the less income tax
the company pays, but the greater its financial risk is. Philippine non-life insurers exhibited high
claims payable and reserves for unearned premium affirmed by Standard and Poor (2012)
contributing to a high total liabilities. The Philippine non-life insurers must take policies that could
reduce their claims payable and focus on borrowing money to expand their business. However,
insurance risk premium, investment income, interest earned in surplus and firm size do not pose
significant influence on the profitability of Philippine non-life insurers. The main conclusions with
regards to the key determinants of the profitability of Philippine domestic non-life insurers are
summarized, and their implications for commercial and public policymaking are discussed in the
next chapter of this paper.
There are multiple contributors to the profitability of non-life insurance companies. But
based on this research study, it was shown that Financial Leverage, Input Cost and Diversification
have a positive and statistically significant towards capital return. On the hand, profitability
indicators such as Loss Ratio, Underwriting Risk and Debt to Equity have negative and statistically
significant to the capital returns in the local non-life insurance in the Philippines. In contrast,
Insurance Risk Premium, Investment Income, Interest Earned in Surplus and Firm Size were
statistically insignificant. Among all variables which show a statistically significant relationship:
Loss Ratio, Financial Leverage, and Debt to Equity revealed to be the profitability indicators to
have the highest influence on capital returns.
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One of the profitability indicators that influence the capital returns of domestic non-life
insurance companies is loss ratio. Tremendous insurance loss could negatively affect the
performance of insurers since it is highly susceptible to the risk of financial instability.
Furthermore, higher insurance losses will tend to raise the level of corporate management expenses
such as claims investigation and loss adjustment costs that could further exacerbate a decline in
reported operational performance. Non-life insurers are more susceptible to risk, due to the shortterm financial obligations compared to the life insurance industry. Thus, the loss ratio decreases
the potential capital returns.
Higher underwriting risk increases the operating ratio, indicating an adverse effect on the
firm’s profitability. The regression results reveal that increasing underwriting risk could adversely
affect the domestic non-life insurance firms in the Philippines, suggesting the taking an excessive
underwriting risk can affect the company’s stability through higher expenses.
The outcome from the analysis indicates that, once insurance companies engaged a capital
structure which is highly geared; it had a negative effect on their profitability. Therefore, insurance
companies that depend on more debt in their capital structure had relatively fewer profitability
outcomes. It can, therefore, be inferred that capital structure administered by management affect
the profitability of the non-life insurance companies in the Philippines.
On the basis of this analysis and in support of the static trade-off theory, it is optimal for
non-life insurance companies in the Philippines to make use of the reasonable level of debt in
financing their activities for tax incentives to remain profitable. It was discovered that there exists
a strong negative correlation between profitability ratios and capital structure ratios. Thus, there is
a greater influence on the level of debt employed on insurance company’s performances. On the
basis of this analysis and in support of the static trade-off theory, it is optimal for non-life insurance
companies in the Philippines to make use of the reasonable level of debt in financing their activities
for tax incentives to remain profitable. It was discovered that there exists a strong negative
correlation between profitability ratios and capital structure ratios. Thus, there is a greater
influence on the level of debt employed on insurance company’s performances.
The same relationship is supported by the trade-off theory, too. According to this theory,
growth causes firms to shift financing from new equity to debt, as they need more funds to reduce
the agency problem. Following the trade-off theory, for companies with growth opportunities, the
use of debt is limited as in the case of bankruptcy, the value of growth opportunities will be close
to zero. Growth opportunities are a particular case of intangible assets (Myers, 1984; Williamson,
1988; Harris & Raviv, 1990).
Leverage is positively and significantly related to the performance of insurance companies.
This predicts that the performances of highly levered Philippine non-life insurance companies are
going to be more profitable and implies debt financing is better than equity financing in Philippine
non-life insurance companies. The leverage ratio level of the insurance companies affects their
profitability positively, which supports the hypothesis formulated for the study. Thus, from the
result, it is implied that highly profitable insurance companies are more likely to rely on debt
capital than internally generated funds and equity capital as the source of financing.
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In this study, financial leverage is used as a dependent variable. It is commonly interpreted
as a measure of capital structure. It is used to explain the amount of debt used by a company. The
researchers’ used total liabilities which is equivalent to both long-term and short-term liabilities.
Total Assets include current assets and fixed assets, i.e., the size of the balance sheet. A high
leverage ratio indicates that the company is largely dependent on debt to finance its activity. The
consequences of higher Debt Ratio are that the company might be in a riskier position that is more
likely to lead to financial distress, default, bankruptcy, or liquidation.
Results showed that large insurance firms are more likely to use leverage to finance their
activities compared to small firms. Small firms often face the issues associated with lop-sided
information, such as adverse choice, and they have to face higher bankruptcy costs, greater agency
costs and bigger costs to resolve the higher informational asymmetries.
The operational risk exerts a significantly positive effect on profitability. The higher
portfolio concentration reflects the lesser operational risk and causes higher profitability. This
result is consistent with the results of some scholars (Cole, He and Karl, 2015). Additionally, the
administrators must decrease or diversify their investment to protect profits and prevent losses.
The reason behind the input cost and the operating ratio was found to be positively and
significantly correlated. However, this is not a good profitability indicator because higher input
cost increases the insurer’s operating ratio and reduces the profit. Furthermore, efficient firms
would be able to earn more returns compared to competitors. This is consistent with the study of
Kozak (2011).
Managerial Implications
Non-life insurance companies in the Philippines must establish strong financial capacity in
order to fulfill their obligations to policyholders. Non-life insurers have to adopt proactive
strategies to stabilize rating fluctuations, with a concentration on strengthening their capital,
profitability and liquidity bases. These are the key determinants that could influence the overall
financial performance of an insurance company.
The major activity of the insurance company is underwriting, private insurance companies
should reduce the impact of underwriting risk. In order to do this, the following should be
employed. First, the private insurance companies improve their underwriting performance through
the techniques of risk and product selections with geographical approaches and different pricing
strategy accordingly the geographical and specific historical ground to determine the price of the
same risk class or others. Second, increase claims handling practice with continues improvement
on claim leakage management in both side, which is from the company employee (the
engendering, inspection and clime management department) and from the customer side, to do this
the company should develop an immediate investigation mechanism on reported clime with
crossed confirmation mechanism, for the employee, when conducting post-risk assessment the
employee should report online picture and video to confirm the post-risk assessment, therefore,
he/she send the back office assessor or database from the claim site at a time, for the customer, the
claim report or declaration day should reasonably limit to notice the loss. This mechanism helps
the company to know the genuine of the clime and its assessment. Third, to reduce the impact of
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underwriting risk private insurance company should gathering sufficient information based on the
risk to readjust the existing risk price, and it also helps detail about subject matter risk assessment
before issuing the policy.
The results of the research indicate that the industry risk is on the rise as the industry’s debt
to equity ratio continues to increase. If this trend is left unchecked or uncontrolled, it could easily
sink the industry to bankruptcy. On this, the research recommends the following: that part of the
debt, particularly the long-term debt should be converted to common equity to shield the industry
from high-interest rate exposure. This research also recommends that proper due diligence should
be conducted particularly by the investors to ensure that they do not endanger their wealth. The
capital market authority should also ensure that the financial soundness of the firm is determined
before the firm can access finance.
The findings are that the higher the leverage, the better the financial performance of nonlife insurers. However, Insurance firms should be careful not to leverage too much as this can also
be detrimental to their long-run sustainability. Companies that are highly leveraged may be at risk
of bankruptcy if they are unable to make payments on their debt. Furthermore, domestic nonlife
insurance companies must effectively manage their claims processes, in order to reduce the
number of claims for every earned premium. In addition, careful attention must also be given to
other administrative costs, such as the underwriting cost, which is capable of reducing the
company’s profit margin.
As a result of its unpredictable nature, the insurance industry is susceptible to external
factors and insurers must adjust to maintain profitability. The external factors tend to be nondiversifiable risks that require insurers to devise strategies to mitigate. Insurers must be constantly
looking toward the future to identify potential changes that may disrupt their sub-industry.
Remaining ahead of the curve and quickly responding to adversity serve as a competitive
advantage in the industry. Each insurance sub-industry faces unique external factors that insurers
must prepare for to remain solvent and profitable to honor their future claims for policyholders.
The input cost implications of the results to practice are that managers of non-life insurance
companies in the Philippines should attempt to maximize the allocation of resources to income
generating assets and ensure that these funds are invested in high return assets. Further, the
managers need to be stringent and ensure that the loss ratio and expense ratio are kept low and also
the expense ratio. Thus, management should examine the most appropriate and cost-efficient
distribution system for the effective supply and sustainability of nonlife insurance companies.
Areas for future research
This study proposes the area for further studies to determinants of profitability in the
domestic non-life insurance industry in the Philippines. This is because the profitability is the key
to the success of the organization. For instance, when the insurance company grows larger, the
degree of complexity increase, bureaucracy in decision-making and control become factors that
are more appealing. Establishing a systematic and well-organized performance management
system can enhance understanding and analyzing the key success factor. Based on the empirical
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results and research limitations, there are several prospective areas for future research emanating
from the present study.
First, this study attempted to look at some of the factors affecting the insurer’s profitability
in the Philippines. However, the variables used in the statistical analysis did not cover all factors
that could affect insurers’ profitability. Thus, future research should focus on some other scopes
such as the effect of administration quality, macro variables, government regulatory policy, and
other related issues, which the researcher is not familiar with. Second, this study was conducted
with domestic and non-life insurers only; future research should include the foreign and life
insurance as well. Third, an extra step for possible research would be to increase the data set in
order to improve the basis for the analysis of the profitability of domestic non-life insurance
providers. Finally, future research using a larger data set consisting of a comparison of the period
before the ASEAN liberalization and the actual period of ASEAN liberalization will further
measure the viability of the key changes, particularly in the minimum capitalization requirement.
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Abstract
The Philippines as a country in the Asia Pacific that has a growing economy but at the same
time experiences rising income inequality. According to the World Bank, the Gini Index of the
Philippines from 2010 to 2015 fluctuated from 40.10-42.20%. Data shows the poorest 20% of the
population only had a share of 4.45% of the national income, while the richest 20% contributed
nine times, indicating extreme disparity in the country’s wealth distribution.
This study aimed to determine whether Employment, Mortality Rate, Population Growth,
and Poverty, as determinants have a significant relationship to the Gini Coefficient, and to
determine the relationship between Gini coefficient and Income inequality. Multiple regression
was used in interpreting relationships between variables.
Findings indicated that three variables have a significant relationship with Gini coefficient,
i.e., employment rate and mortality rate. Based on coefficient results, employment, population
growth rate and poverty incidence in the Philippines are positive, implies a direct relationship with
the Gini coefficient. On the contrary, Mortality rate showed an indirect relationship.
Mortality rate, the most significant factor of Gini coefficient, implies it is the biggest
contribution to income inequality measurement in the Philippines, indicating that as mortality rate
rises, deaths mostly in the low-bracket income, decrease income inequality. The employment rate
is the second significant variable with a direct relationship with Gini suggesting that if employment
rate rises, income of the high bracket continues to grow faster than the low-bracket. Poverty and
Population variables have no significance to Gini coefficient. Thomas et.al. (2000) study supports
this finding that population size becomes not relevant to Gini especially in a large population
country.
Key Words: Gini Coefficient; Income Inequality; Employment; Mortality rate; Population
growth; Poverty
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Introduction
Income inequality has been widening in different parts of the world and every participant
in an economy experiences unequal distribution of income. Income inequality, also known as
"income gap", highlights the disparity between the highest and lowest incomes in a country. In
simpler terms, it is how different people earn different amounts of money. It is considered to be
caused by interrelated factors such as education, social status, region, gender, and political
differences that vary significantly (Bakare, 2012). Thus, income inequality is a serious concern of
policymakers, academics, and the general public in view of the serious social and economic
problems that it may cause. In the last two decades, 11 of 28 Asian Economies have been claimed
to have worsening income inequality with China as the quickest followed by Indonesia (Asian
Development Bank, 2012). According to the Organization for Economic Co-operation and
Development (OECD, 2012), the richest 10% in a large majority of OECD countries, have
household income continuously growing faster than the 10% poorest.
In the Philippines, the gap between the country’s rich and poor is equally rising. Highearning individuals experience significantly faster growth in incomes compared with people from
the middle and low-income classes. Moreover, political culture is one of the main causes of income
inequality in the country. This has been caused by a consistent patron-client system wherein a
number of wealthy and powerful families have control over the political system. This has resulted
in a cycle of politicians that have only concern for wealth and power, tending to ignore economic
issues the country faces which includes income disparity. Furthermore, in the article by Cigaral
(2018), he noted that in the Philippines, there is always one in every two workers in an industry
sector who is paid below the minimum wage.
Southeast Asia, home of the world’s fastest-expanding economies is advancing more
towards achieving goals focused on industrialization, innovation, and infrastructure. However,
they have been failing in efforts to reduce inequalities and have a worsening goal in targeting zero
hunger, food security, improved nutrition, and sustainable agriculture (Ismail, 2018). These
developing economies have been dependent on low-cost manufacturing to keep track of intense
competition of investment from their neighboring nations and thus contributes to inequality (Kelly,
2018). According to the World Bank, the Gini Index of the Philippines from 2010 to 2015
fluctuated from 40.10-42.20% while the richest families in the country gained more wealth. The
Philippines ranked 6th highest Gini ratio for the whole Asia with 40.10% in 2015, with Malaysia
at the top rank with 46.30%. The Gini Coefficients in the country's regions had steady and
substantial growth since growth within each sector and inequality in the region has an indirect
correlation.
This study aims to determine the determinants of Gini Coefficient as an indicator of Income
Inequality in the Philippines, i.e., Employment, Mortality Rate, Population Growth, and Poverty.
The specific objectives of the study are: (1) to determine the significant relationship of
Employment, Mortality Rate, Population Growth, and Poverty to Gini Coefficient; and (2) to
determine the most significant variable that has an impact on Gini Coefficient.
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As this study intends to determine the significant relationship between selected factors and
Income Inequality in the Philippines, it is beneficial to the Filipino people, to the government, and
to future economists. This research could provide new knowledge that would help Filipinos gain
a better perspective of the unequal distribution of income and the reasons for the disparity. The
study may provide a benchmark and suggestions in making better laws and strategies to avoid
large disparities in income or wages of Filipino workers. Furthermore, the selected factors of the
study may bring attention to the government to take the importance of how each factor may affect
different economic factors of the country. This study can be a guide to conduct further economic
research regarding the factors affecting income inequality in the Philippines.
Theoretical Framework
GINI Coefficient
The Gini index or Gini coefficient is a statistical measure of distribution developed by the
Italian statistician Corrado Gini in 1912. It is often used as a gauge of economic inequality,
measuring income distribution or, less commonly, wealth distribution among a population. The
coefficient ranges from 0 (or 0%) to 1 (or 100%), with 0 representing perfect equality and 1
representing perfect inequality. Values over 1 are theoretically possible due to negative income or
wealth
Lorenz Curve
This is a graphical representation of income inequality or wealth inequality developed by
American economist Max Lorenz in 1905. The graph plots percentiles of the population on the
horizontal axis according to income or wealth. It is often accompanied by a straight diagonal line
with a slope of 1, which represents perfect equality in income or wealth distribution; the Lorenz
curve lies beneath it, showing the actual distribution. The area between the straight line and the
curved line, expressed as a ratio of the area under the straight line, is the Gini coefficient, a
measurement of inequality.
Palma Ratio
This is a measure of inequality. It is the ratio of the richest 10% of the population’s share
of gross national income (GNI) divided by the poorest 40%’s share.
Studies are done locally acknowledge the relationship between employment, mortality rate,
population growth, and poverty incidence to the Gini Coefficient as an indicator of Income
Inequality in the Philippines.
Income Inequality in the Philippines: An Overview
The Philippines is one of the countries in Asia-Pacific with accelerating inclusive growth,
however, has an increasing income inequality along with China, India, Indonesia, and the Russian
Federation according to Asian Development Bank (ADB). The statistics provided by The World
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Income Inequality Database (WIID) around 2010 showed the trend of Gini coefficient of 32
countries in Asia and ten out of the 32 countries showed high-income inequality with Gini
coefficients greater than 40. Hong Kong tops the list with over 48.9 Gini coefficient while the
Philippines ranked 6th in the data with over 44.8 Gini coefficient following Bangladesh with 45.8.
Based on the Family Income and Expenditure Survey gathered by the Philippine Statistics
Authority, it shows that the family class with an average income from under 40,000 to 60,000 has
more spending or expenditure than the income, while family class with an average income from
60,000 to 90,000 above has lesser spending or expenditure than the income. This data is
categorized among the income classes and the regions of the Philippines. The National Capital
Region (NCR) has the highest income of all the regions and contributes more than 50% of its
income to the country's income which is generated from local taxes and other sources of revenue.
NCR mainly contributes to the most significant political, economic, social, cultural, and
educational in the country. However, NCR is also the highest borrower among all the regions.
Thus it also has the highest debt at the same time.
Gini Coefficient and Poverty
Philippines' poverty rate continues to remain high while the pace of its reduction has been
slow despite the good economic performance yearly. The increase in income and a decrease in the
rate of income inequality attribute to the reduction of poverty in rural areas (Wan & Zhang, 2006).
It has been the major challenge of the Philippines to reduce or eliminate poverty in the country,
however, still has not been successful with it. In the study of Xubei Luo based on the Family
Income and Expenditure Survey, he found out that the national poverty rate in 2006 declined from
26.6% to 21.6% in 2015 and predicted that with a growing economy, it is more likely that the trend
continues throughout the years. However even the rates were decreasing during the given years,
inflation rates were volatile and highly increasing. In 2014, the Philippines' inflation rate in June
2008 jumped to 11.4% and was the highest and the fastest increase recorded in over 14 years. The
percentage computed went beyond the forecasted figure by the Bangko Sentral ng Pilipinas of
10.4% to 11.2%. The Economy may be growing. However, the growth is not being felt by those
on the lowest incomes. This can be attributed to the rapid growth of the population, and the country
does not have enough money to take enough people out of poverty.
In the recent period of sustained economic growth, more jobs have been created but still,
wage rate has remained stagnant, and workers are continuously getting poor-quality and low
paying jobs, mainly in the agriculture and service sectors. According to the World Bank, there is
still a high incidence of poverty even among households where the head of the family has a job.
Also, the poverty reduction in the Philippines remains at a slow rate, unlike the other Asian
countries due to high inequality of income and wealth, high frequency of natural disasters, and
conflict part in the country.
Gini Coefficient and Population Growth
Gathering from the data of the World Bank, the population rate of the Philippines has been
constantly increasing every year. The Commission on Population (PopCom) has estimated that the
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population of the Philippines by the end of 2018 is expected to reach around 107,190,081. The
largest city in the Philippines is Quezon City wherein nearly 3 million people have been recorded
in the area. As the total population of the Philippines has been increasing, its percentage growth
has been decreasing same as the fluctuation of Gini Ratio throughout the past 10 years. In 2009,
the Philippine yearly population growth was recorded as 1.92 percent decreasing .01 percent from
2008. Same with the decrease of the Philippine population growth in 2009, the Gini index of the
country decreased with the ratio of 41.8 from 42.9 in 2006.
Gini Coefficient and Employment
According to the National Economic and Development Authority (NEDA), the Philippines'
labor force continues to grow to record an increase in employment and lower unemployment in
July 2018. The Labor Force Survey (LFS) of the Philippine Statistics Authority showed that the
employment rate rose to 94.6 percent in July 1018, from 94.4 percent in the previous year. In
Contrary, the unemployment rate for July 2018 has decreased to 5.4 percent from 5.6 in July 2017
and was recorded as one of the lowest unemployment rates since 2008. Gathering the records from
the National Statistics Office of the Philippines, the Employment rate has been fluctuating for the
past ten years. In 2012, the employment rate increased to nearly 94 percent from 92.7 percent in
2011. With the same year, the Gini index of the country increased to 42.2 from 42.0 in 2011.
Gini Coefficient and Mortality rate
The number of deaths in the Philippines increased continuously. A total of 536,999 deaths
were recorded in 2014 which was an increase of 0.9 percent from 532,176 in 2013. In 2005, the
percentage of deaths were recorded at 5.7 percent with 426,054 from 403,191 in 2004, which was
the highest percentage of increase in the span of 10 years. In contrary, 2007 was the lowest increase
of percentage with only 0.2 percent and deaths of 441,956 from 441,036 in 2006. During 2005,
the Gini index was in and recorded 42.5 from 42 in 2004. While in 2007 it recorded 42.5 from 42.9
in 2006. The top three regions in terms of the number of deaths by usual residence were in Luzon:
CALABARZON with 82,764 or 14.2 percent followed by NCR with 76,839 or 13.2 percent then
Central Luzon with 68,757 or 11.8 percent. Moreover, the combined share of these three regions
was 39.2 percent of the total deaths.
Synthesis
The relationship between determinants has different outcomes and significances. It
suggests that groups such as area, age, and gender in a population affect the outcomes of these
relationships to Gini coefficient. Foreign literature in the correlation of Gini and Population growth
suggests that the relationship varies between area and class of each individual. However, the
correlation between the two shows a positive relationship. Poverty and Gini coefficient has been
widely used to show correlation to income inequality. Generally, studies have concluded that the
movement of one variable is the same as with the other and that the greater the income inequality
in a country, the higher the poverty ratio is. However, it may also conclude that the number of
people living in poverty may decrease while the inequality of a country increases.
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Arguments with Gini and Employment have been consistent, in the article of Berkowitz
(2013), it is stated that inequality can be reduced by a redistribution of income. The corollary of
this assumption is that employment numbers and unemployment levels have a smaller effect on
inequality. Lastly, the correlation between Mortality rate and Gini coefficient has been researched
by many authors. Most conclusions have shown that the correlation between the two variable
depends on internal factors such as age, gender, and country. There have been debatable data that
shows the significant correlation between the Gini coefficient and total mortality varies in different
countries, whereas it has positive correlation when the data is for females and both genders in their
60's. While shows a negative correlation in New Zealand and male-only in their 60's.
Conceptual Framework
Figure 1 below illustrates the research model of the study, using the Input-Process-Output
(IPO) approach.

Figure 1. Conceptual Framework
Inputs to the research are the variables needed to determine the factors that will be used to
view their relationship with the Gini Coefficient, i.e., Employment, Mortality Rate, Population
Growth, and Poverty Incidence. The Process includes the data gathering through data from years
1988-2015 with 3 years’ interval. The expected output would show the significant relationship of
these determinants to Gini Coefficient. The arrows in the lower section of the boxes connote that
the output of this research is open for further study
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Research Methodology
The study focused on Income inequality, Gini Coefficient, and its determinants. The factors
used were employment, mortality rate, population growth, and poverty. Data covering up to 8
years and historical data was used as the main source. The research used descriptive correlation
design to assist in deciding and interpreting the significant relationships of the dependent variable
and independent variables.
The study used secondary data from the Philippine Statistics Authority (PSA) and other
international organizations such as Asian Development Bank (ADB), World Income Inequality
Database (WIIB), and The Organization for Co-operation and Development (OECD). Microsoft
Office Excel 2010 and EViews 8 were employed to run the regression and other tests necessary
for the analysis of the data.
For this research, multiple regression was applied in predicting the effects of
employment, mortality rate, population growth, and poverty as determinants of the Gini
Coefficient.
Income Inequality = ß1X0i + ß2(E) + ß3(MR) + ß4(PG) + ß5(PI)
ß1X0i is constant, and the independent variables are as follows:
ß2(E) = Employment
ß3(MR) = Mortality Rate
ß4(PG) = Population Growth
ß4(PI) = Poverty Incidence
Results
This section presents the results of the multiple regression using Microsoft Office Excel
2010 and Eviews 8. Statistical information was gathered from the World Bank, Philippine
Statistics Authority, and Bangko Sentral ng Pilipinas (BSP) websites with limited data of three (3)
years interval starting from 1988 to 2015.
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Table 1
Regression result of Gini Coefficient and Employment,
Mortality Rate, Population Growth, and Poverty
Dependent Variable: GINI
Method: Least Squares
Date: 03/06/19 Time: 20:32
Sample: 1988 2015
Included observations: 10
Variable

Coefficient

C
EMPLOYMENT_RA
TE
MORTALITY_RAT
E
POPULATION_GR
OWTH
POVERTY_INCIDE
NCE

-37.59279

R-squared
Adjusted R-squared
F-statistic
Prob(F-statistic)

Std. Error

t-Statistic

Prob.

47.21036 -0.796283

0.4620

0.582888

2.019066

0.0995

2.486804 -2.770277

0.0394

6.101880

4.868566

1.253322

0.2655

0.121056

0.304272

0.397853

0.7072

1.176889
-6.889135

0.646706
0.364071
2.288129
0.194136

Durbin-Watson stat

1.572130

Table 1 presents the regression results of the dependent variable and independent variables.
Given are the regression results for the independent variables namely; Employment, Mortality
Rate, Population Growth, Poverty Incidence, and its generated prob. values (0.0995 0.0394 0.2655
0.7072 respectfully).
The coefficient results for independent variables tells how much the dependent variable is
affected if the independent variable changes with 1 unit. Employment, Population growth, and
Poverty Rate showed positive sign coefficient value which indicates a direct relationship of
dependent and independent variables. Values show that an increase of one in employment,
increases Gini by 1.176889 and same applies to population growth and poverty rate, when these
increase by one, Gini increases by 6.101880 and 0.121056 respectively. However, the negative
values of dependent variables resulted from the regression shows no direct relationship with the
dependent variable. This implies that when mortality rate goes up by one, Gini decreases by
6.889135.
The interpretation of standard error suggests that the smaller the value the better result
since this measure how reliable the coefficient value is. The values of Mortality Rate and
Population Growth showed unreliable results with 2.486804 and 4.868566. However, using AR(1)
951 | P a g e

7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

the results of this standard error have changed and shows more likely reliable coefficient in Table
3. The computed R-squared of the regression is 0.646706 or 65%. This means that 65% of the
change in Gini is explained by the independent variables. With a value of computed F-statistics
probability of 0.194136, the result implies that all the independent variables are influencing the
dependent variable. Thus, jointly affecting the dependent variable significantly in the model at a
10% significance level.
Lastly, the resulted Durbin-Watson statistic of 1.572130 or a value near 2 implies that the
independent variables do not likely have an association with each other and may influence each
other than the dependent variable and that there is no serial correlation problem present in the
model.
Table 2
AR(1) Multiple Regression Result of Gini Coefficient and Employment Rate, Mortality Rate,
Population Growth, and Poverty Incidence

Dependent Variable: GINI
Method: Least Squares
Date: 03/06/19 Time: 21:01
Sample (adjusted): 1991 2015
Included observations: 9 after adjustments
Convergence achieved after 7 iterations
Variable

Coefficient

C
EMPLOYMENT_RA
TE
MORTALITY_RAT
E
POPULATION_GR
OWTH
POVERTY_INCIDE
NCE
AR(1)

-67.05203

R-squared
Adjusted R-squared
F-statistic
Prob(F-statistic)

1.394034
-5.943700
7.494381
0.162322
-0.002604
0.943539
0.849437
10.02680
0.043260

Std. Error

t-Statistic

Prob.

26.41855 -2.538066

0.0848

0.303318

4.595943

0.0194

1.221966 -4.864047

0.0166

2.782220

2.693670

0.0742

0.214562 0.756526
0.298247 -0.008732

0.5043
0.9936

Durbin-Watson stat

2.505332

By using AR(1), the results of the regression table have changed. Mostly shown on
Standard error, R-squared, P-values, and Durbin-Watson. The values of the coefficient had partial
changes with the values but have remained its same relationship between independent variables
and the dependent variable. As stated, the smaller the value of standard error the more reliable the
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coefficient results are. The std. error results with variables that had changed drastically are
mortality rate and population growth with values from 2.486804 and 4.868566 to 1.221966 and
2.782220. The P-value shows that significance of the estimated coefficient whether it’s strong or
not; a very strong significance has a P-value of 0.01 or smaller, while 0.05 or smaller shows a
strong significance, and 0.10 or smaller suggests a weak significance of coefficient. The results
from the AR(1) changed and had population growth as a significant variable in the study. Thus,
the study now has 3 significant variables which are employment, mortality rate, and population
growth. In contrast, while poverty incidence still has no significance in the study. Moreover, the
computed R-squared of the regression had changed to 0. 943539or 94% which now means that
94% of the change in Gini is explained by the independent variables.
Table 3
Granger Causality Test
Pairwise Granger Causality Tests
Date: 03/06/19 Time: 21:20
Sample: 1988 2015
Lags: 2
Null Hypothesis:

Obs F-Statistic

EMPLOYMENT_RATE does not Granger Cause
GINI
8
GINI does not Granger Cause EMPLOYMENT_RATE
MORTALITY_RATE does not Granger Cause
GINI
GINI does not Granger Cause MORTALITY_RATE

8

0.72625
42.9882

Prob.
0.5531
0.0062

0.83514 0.5148
1.45137 0.3623

POPULATION_GROWTH does not Granger
8
Causedoes
GINInot Granger Cause POPULATION_GROWTH
GINI

1.56787
0.30635 0.3419
0.7567

POVERTY_INCIDENCE does not Granger Cause 8
GINI does not Granger Cause POVERTY_INCIDENCE

6.88215
4.89565 0.0757
0.1136

Table 3 shows the result of Granger Causality which is used to scrutinize the relationship
between two variables in a time series. All variables do not Granger Cause, however, the values
of probability showed different to accept and reject results. The basis in accepting null hypothesis
is if P-value is greater than 0.05; reject if below 0.05. The first hypothesis showed Employment
Rate to Gini is accepted since it has a P-value of 0. 5531. In contrary, Gini to Employment rate is
rejected since the value is 0. 0062. Next, the hypothesis data of Mortality rate to Gini and vice
versa showed accepted null hypotheses for values greater than 0.05. Similarly, the third and fourth
hypothesis both had results of an accepted null hypothesis. Population growth to Gini and vice
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versa, and Poverty incidence and vice versa had values of 0.3419 0.7567 0.0757 and 0.1136
respectfully.
Summary of Findings, Conclusions, and Recommendations
Summary of Findings
The variable that showed the most significant relationship among other variables in this
study was Mortality Rate with P-value of 0.0394, with the basis of 0.01 or smaller has strong
significance at 1% level. However, it showed a negative relationship with the dependent variable
which suggests that an increase by one in Mortality Rate, decreases the Gini Coefficient of the
Philippines by 6.889135. Mortality Rate as the most significant factor of the Gini Coefficient of
the Philippines suggests that most of the people that are dying come from the lower-income bracket
that affects its contribution to the Gini Ratio. This concludes that most of the lower-income bracket
don’t have access to proper health care due to financial instability of their household in which
decreases the disparity between the poor and the rich.
Moreover, Employment also showed significance but a positive relationship to the Gini
Coefficient that suggests that as employment rate of the country increases, the Gini Coefficient
decreases. The results have been counter-intuitive however this suggests that even if there are more
people being employed, most of the hired employees belong to the minimum wage incomers or
included in the low-income bracket in which don’t contribute to lessening the inequality in the
country. On the other hand, the high-income bracket side still continues to have the same income
or more likely to increase more of their income. To deliver clearer explanation, an example would
be a known corporation in the country which is SM Corp. As the company continues to hire more
employees which contribute to the employment of the country and also contributes to the
productivity of the firm, this is followed by an increase in its revenue that may also increase the
income of the executives behind the company. While the wages of the working class of the firm
still continues to have the same income rate.
The mortality rate as the most significant factor of the Gini coefficient in the Philippines
suggests that mortality rate has the biggest contribution to the measurement of income inequality
in the Philippines. The studies of Materia (2005) and Wilkinson (1990) support the indirect
relationship of Mortality rate and Gini coefficient, this suggests that as mortality rate goes up,
meaning that many people are dying and mostly on the low bracket income, and this decreases the
income inequality of the Philippines. This shows that most of the people in the low-bracket income
have no access to proper healthcare because of financial instability. The employment rate is the
second significant variable of Gini showed a direct relationship in which it suggests that even if
the employment rate in the country continues to rise, the income of the high bracket still continues
to grow faster than the low-bracket. Lastly, the two variables that have no significance to Gini
coefficient are Poverty and Population which also showed a direct relationship with the dependent
variable. Moreover, the research of Thomas et al (2000) supports the insignificant result of
population size to Gini coefficient and that population size becomes not relevant to Gini especially
in a large population country.
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Conclusions
After running multiple regression, it is found that three (2) out of four (4) selected
Economic factors/variables have a significant relationship with the Gini coefficient. The variables
that show significant factors with Gini are employment rate (0.0995) and mortality rate (0.0394).
Moreover, in AR(1) regression population growth (0.0742) also resulted to have a significant
relationship with Gini. Based on the coefficient results, employment, population growth rate and
poverty incidence are positive that implies a direct relationship with the dependent variable. Thus,
a unit increase in the independent variables with positive coefficient will also increase the Gini
Coefficient of the Philippines. On contrary, the mortality rate is the only variables that don't show
any direct relationship with the Gini Ratio. The result has shown a value of -6.889135 which
implies an indirect relationship with the dependent variable due to its' negative sign.
Recommendations
The study is focused on the selected factors affecting Gini Coefficient namely,
Employment, Mortality Rate, Population Growth, and Poverty Incidence. The data gathered are
limited from years 1994-2015 with three years’ interval based on the given data Gini Ratio. The
researcher recommends challenging the most significant variable affecting Gini Ratio which is
Mortality Rate and the selected variables of the research and runs tests if it will have the same
results in the future. Moreover, the researcher suggests adding more economic variables that may
have an impact on Gini Ratio and to update the study 5 to 10 years from now until there are
available data of Gini Ratio measurements in the Philippines. In addition, the researcher's
recommendation is to study Income Inequality and Gini Ratio in urban to rural areas and analyze
the impact of different variables on the dependent variable in different regions.
Furthermore, there has been no comparison in to which these selected variables have also
the same impact on the Gini Ratio in different countries. It is suggested to conduct research with
the same selected variables used but using data from other countries to analyze if these variables
also have a relationship with Gini Ratio in a different economy. It is also best if it will be compared
to our ASEAN neighbors (Thailand, Malaysia, Indonesia, Singapore, Brunei, Cambodia, Lao
PDR, Myanmar, and Vietnam) in order to analyze how Income Inequality in these countries
fluctuate.
In accordance with the results of the findings, the policy recommendations of this study are:
1. Universal Healthcare System
The mortality rate has been the most significant factor of the Gini Coefficient in the
Philippines and as such the Government should expand the Universal Healthcare System
in the country. This should cover low-income families in order to provide them access to
have quality healthcare that is financially supported and efficient for its whole members,
as well as provide affordable medications and fees. This could drastically reduce the
contribution of mortality rate to the growing income inequality in the Philippines.
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2. End of “Endo” Contractualization
Moreover, Employment being part of the variable in the study, the government should end
the practice of “Endo” Contractualization of Filipino workers. In relation, employees
should enjoy the benefits provided by SSS, Philhealth, and the Pag-ibig Housing fund
contribution, and 13th month pay as regularized workers. The government must pursue its
aggressive “Build, Build, Build” program that can provide stable employment for
construction workers.
3. Increase budget on Pantawid Pamilyang Pilipino Program
In addition, the Government should be able to invest more in the Pantawid Pamilyang
Pilipino Program (4Ps) which supports and grants benefits to poor households in terms of
health and education, particularly of children aged 0-18 years old.
4. Awareness of Filipino family planning and “Sex Education” within communities and
schools
The Department of Health should aggressively pursue its Family Planning Program by
educating households that lack education in terms of the consequences of a large number
of family members. Moreover, teenagers have greatly contributed to the growing
population size of the country for the lack of “Sex Education” implemented in schools and
institutions, under the Department of Education and Commission on Higher Education. If
it’s possible family size of four should be aggressively encouraged by the Government
particularly the Department of Health, especially to the families that could not afford to
cover its members.
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Abstract
The Airline Industry has been identified as the world’s most important industries and that
the development makes it one of the greatest contributors to the advancement of modern society.
While there is presently a rise of interest in chatbot design and development, there is still a lack of
investigation as to why chatbots are used today, especially in the airline industry. There is also a
lack of knowledge on how customers respond to the replacement of human customer service staff
with chatbots. Thus, this study aims to offer a better understanding of why chatbots are used today
by investigating the users’ motivations and demotivation for using the said technology in
undertaking air travel transactions. This study will be anchored on the Unified Theory of
Acceptance and Use of Technology 2 (UTAUT2) and Diffusion of Innovation (DOI) Theory and
additional constructs such as personal innovativeness and trust. It is hoped to determine as many
determinants of technology adoption and non-adoption as possible since it is seen to deepen the
travelers’ and airline companies’ understanding of the chatbots’ role in the digital transformation
of the airline industry.
Key Words: Business Innovation; Information Technology; Chatbots; Chatbot Adoption and
Non-Adoption; Technology Use Behavior; Technology Acceptance
Introduction
Background of the Study
The Travel and Tourism Industry (TTI) refers to an agency that organizes, negotiates, and
manages flights, destinations, holidays and other itineraries for travelers (Herrera, 2017). TTI has
been considered as the most dynamic and emerging sector worldwide where services serve as the
major component of its modern economic system (Dinu, 2017). It is one of the world’s largest
industries because of its recorded global economic contributions of more than $8.27 Trillion in
2017, which are incurred directly, indirectly, and induced (Statista, 2019d; Loureiro, 2016). It
demands travel providers’ direct contact with customers and demands access to a wide scope of
information; thus, it is seen to highly benefit from the modern communication technologies,
multimedia applications and information systems (Sion, Dodu, and Manoliu, 2017).
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In the past, TTI’s traditional approach to customer-experience creation was in a
management-oriented perspective. This means that customers are only allowed to engage in the
pre-designed services specified by the service company (Lu, Geng, and Wang, 2015).
Intermediaries, such as third-party service providers and travel agencies have also dominated the
industry in the past (Gheorghe and Stoenescu, 2015), which contributed to the difficulty in
choosing the right travel itineraries and products that suit the customers’ needs at the right time
and with the right price (Mohammed, Wafik, Jalil, and El Hassan, 2016). Travel- and tourismrelated services were also limited to working hours only (Ilic and Nikolic, 2018).
But much has changed today – Information and Communication Technology (ICT) opened
the international markets of TTI and began the direct contact between the consumers and the
providers like the airline companies. Traditional marketplace interaction is already replaced with
marketspace transactions where collaboration and direct customer-provider communication are
already involved. The interactions between the travelers and airline companies, which are enabled
by modern strides in technology and distribution, are governed by modern intuitive shopping
experiences related to the clamor for more relevant offers and better service which is distinguished
by passenger-centric factors such as connected consumer, shopping processes that are passengercentric, information clarity, and relevancy (Harteveldt, 2016; Purcărea, and Purcărea, 2017).
The airline industry is challenged to adopt the new business model in distributing products
and services, enhancing internal capabilities and skillfully managing digital innovation to improve
direct channel functions like sales, marketing, cross-selling, and others (Borgogna et al., 2016).
The use of chatbots is one of the new business models that is already adopted by this industry.
Chatbots are used to streamline transactions that require in-depth contracts, provide educational
videos on a wide range of topics, provide real-time information on current markets and stocks, and
assist clients in making smarter investment decisions in a shorter period (Hrynyshyn, 2017). While
these are the nature of how chatbots are being used by the said industries, the travel and hospitality
sectors, in which the airline industry is part of it, give importance in providing first-rate customer
service. This makes them a great fit for chatbots that speed up processes and improve their
customers’ experience before and during a trip. This also makes the booking accommodation
easier and provides a 24/7 customer service that frees up human concierge to handle more
specialized and complex requests (FLG Software Ltd. 2019; Roberts, 2017). This is most
important because their customers are, by definition, always “on the go”; thus, success is directly
correlated to speed and quality of service (Harrison, 2018).
The airline industry has been identified as the pioneer in the TTI since it started
international tourism (Gheorghe and Stoenescu, 2015). It is one of the world’s most important
industries and that its development, together with its technical and service achievements, makes it
one of the greatest contributors to the advancement of modern society (ATAG, n.d.). Its aviation
operation yields the only transportation network worldwide, which makes it important for global
business and tourism; thus, it is an essential sector that facilitates economic growth, especially in
developing countries (Kalemba and Campa-Planas, 2015).
Thus, air transport takes an important part in tourism because it enables the accessibility of
long-haul destinations and makes more frequent vacations possible for the people (Baumeister and
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Onkila, 2018). In Europe alone, among different kinds of transports, 67% are air transports that
were recorded to have been booked online (Eurostat, 2016). Despite being a service provider to
almost every other sector, the airline industry does not receive significant attention, despite its
importance (Alkhatib and Migdadi, 2018). Several studies were conducted on online customer
behavior; however, they commonly focused on industries like retailing, banking, governmental
transactions, and hotel booking, but not on airline or aviation; thus, the airline industry is
considered to be an under-investigated industry (Bukhari, Ghoneim, Dennis, and Jamjoom, 2013).
In the airline industry, service quality is an aggregate of different interactions between
customers and airline companies. This drove them to implement a new business model to conform
to the new competitive atmosphere brought about by the industry whose operation is taking place
in a completely globalized environment (Belobaba, 2009; Kalemba and Campa-Planas, 2015;
Katsoni, 2015; Dougali, Santema, and van Blokland, 2015). Thus, the use of chatbots is one of the
avenues to meet this end. Though not all customers are completely ready to trust chatbots, most of
them still acknowledge that chatbots are designed and used to provide several benefits that can
enhance and reinforce their online experiences. One of the major benefits customers identify in
terms of using chatbots is speed; they regard chatbots to be able to quickly respond to their inquiry.
However, many missed opportunities have been taking place during business-to-customer
interactions (Brenier, 2018) particularly with the use of chatbots. In fact, customers complain that
the chatbots that they are using struggle with complex requests, do not deliver personalized offers,
and lack human attributes, among others (Kamboj and Rahman, 2017; Forrester Consulting, 2017;
Qaffas, 2019), though the issue on the struggle with complex requests was argued by Nili, Barros,
and Tate (2019) who stated that public sector agencies have already been using chatbots in
handling complex inquiries from citizens with regard to services. However, the contradictory
nature of the travelers’ technology-related experiences has been highlighted in some studies that
technology does not only provide benefits but also generate feelings of frustration, stress, anxiety,
isolation and chaos which result in dissatisfaction and lead to different coping strategies like for
instance, avoidance (Wang, So, and Sparks, 2017). It is, thus, important to understand the airline
experience from travelers’ point of view by investigating their perspective in the context of
chatbot’s service quality leading to their satisfaction with using it. It is also equally important to
gain an understanding of the issues and quality characteristics that are associated with the
implementation of high-quality chatbots (Radziwill and Benton, 2017) that are increasingly
adopted in the airline industry today.
The Chatbot Definition and Brief History
A conversational agent (CA) is an Artificial Intelligence (AI) program that stimulates
intelligent and interactive human conversation through recognizing voice commands, text chats or
both (Frankenfield, 2018) by using pre-programmed user phrases, auditory and text-based signals.
This technological innovation has been around for decades already. It is commonly known as a
chatbot, which is a short form of “chatterbot”. There have been many chatbots that were developed
for a particular purpose since 1966. So why the sudden interest went back to chatbots? This is
because of so many technological changes that greatly affect the world, especially on how
individuals today communicate with one another. In 2010 up to the present, chatbots finally have
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their peak because of the breakthrough in AI and the development in natural language processing
(NLP) which have transformed them into incredibly useful, creative and productive
communication tools (West, 2018).
The capabilities of chatbots in engaging users have already attracted worldwide attention
both in the technical and commercial domains and its applications are continuously emerging in
today’s different aspects of life (Piccolo, Roberts, Iosif, and Alani, 2018). Its capabilities include
the following five (5) major business applications: 1) customer service – provide responses to
questions asked by customers regarding products and services, 2) help desk – provide responses
to questions asked by internal employees, 3) website navigation – act as a guide in navigating
complex websites, 4) guided selling – provide answers and guidance in sales processes, and 5)
technical support – provide assistance to technical problems (Lester, Branting, and Mott, 2004).
Chatbots Initiatives
In the 2017 Airline Passenger Experience Association (APEX) report, 14% of aviation
enterprises are already adopting AI-powered chatbots for airlines and by 2020, the Chief
Information Offers (CIOs) of airline companies are pushing this percentage to reach 68%. The
14% of it includes British Airways, Singapore Airlines, Jetstar, Cathay Pacific, Cebu Pacific, and
AirAsia among others. In 2018, during the Techtonic Summit 2018 at the SMX Convention Center,
Mall of Asia, ChatbotPH launched BotMarketPH, which is a marketplace for ready-to-use chatbot
templates to help small and medium-sized businesses (SMB) better automate their business
processes (Llamas, 2018). This emerging innovation of conversational agents is included in the
Harmonized National Research and Development Agenda (HNRDA) 2017-2022 of the
Department of Science and Technology (DOST) under the Philippine Council for Industry, Energy
and Emerging Technology R&D (PCIEERD), in which, one of the priorities for 2018 is in line
with competitive industries, particularly the applications of Artificial Intelligence in ICT,
electronics, and Semiconductor.
Statement of the Problem
Information and communication technologies (ICT), indeed, play an important role in this
new customer age and have already created a remarkable impact on the tourism and travel industry.
The Internet has become a new way of selling and communicating for TTI, including airline
companies (Llach et al., 2013). Today is a different era in the TTI where the new generation
travelers, though not belong to one specific age group, are engaging new travel habits and priorities
and the manner of booking and paying for travel has changed. They embrace any technology that
offers them a better and smoother travel experience. These technologies include wearables, AI,
bots and virtual reality (Loureiro, 2017), which replace human contact.
This encourages more customer interactions and participation using any platforms like
social networking sites in travel-related communities (Kamboj and Rahman, 2017). With this, the
need for customer support is highly in demand. $265 billion customer support requests were
recorded every year which enormously costs businesses $1.3 trillion to service them (Reddy,
2017). Nevertheless, companies discovered an innovative solution for this. One of these is the
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adoption of chatbots which is found to significantly reduce these costs and help the digital
transformation of the companies. This is especially important in airline companies where lots of
customer services are needed like canceled flights, delays, overbooked flights, baggage fees, and
many other concerns, aside from flight package offers.
While there is presently a rise of interest in chatbot design and development, there is still
lack of investigation as to why chatbots are used today (Brandtzaeg and Følstad, 2017; Peras,
2018) as well as the lack of knowledge about how customers respond to the replacement of
human customer service staff with chatbots (Ferrara et al., 2014). Some analysts have also noted
that users’ adoption of existing chatbots is less substantial than hoped (Simonite, 2017). This could
be because customers are still doubtful about the adoption of AI-based technology like chatbots as
the excitement of using it is accompanied by uncertainty and fear (Boots and Wilkins, 2018). The
absence of face to face interaction with the product seller or service provider also emphasizes the
sense of insecurity and anxiety in the user (Singh and Matsui, 2017). Besides, a dearth of
researches on the use of chatbots in the airline industry was also observed, particularly on why
customers still do not consider the use of chatbots with their air travel transactions knowing the
fact that the airline industry is already deploying it.
The Objective of the Study
Compelled by the fact that there is still a lack of investigation on the use of chatbots and
that customers’ adoption of chatbots remains low despite the high expectations with it, this study
aims to investigate users’ motivations and demotivation for using the technology. This study also
aims to determine the determinants of consumers’ adoption and non-adoption of chatbots,
particularly with air travel transactions.
Research Questions
This study aims to specifically answer the following questions:
1. What are the characteristics of the adopters/non-adopters of chatbots in the airline
industry?
2. What are the determinants that influence the customers’ adoption/non-adoption of
chatbots with air travel transactions?
3. How do these determinants influence the customers’ adoption/non-adoption of chatbots
with air travel transactions?
Significance of the Study
The Airline Industry is embracing new technologies to support their customer service. They
are looking at how technology can minimize the impact of disruption on their business and the
passenger experience. One that catches the industry’s attention is the chatbots and the excitement
on its use is not weakening since online communication such as text messaging has become the
socially acceptable scheme of personal interactions. This study serves as an assessment of whether
the expectations of embracing these chatbots are met and that these chatbots serve their purpose.
Through this study, the Airline Industry will gain a better understanding of its implementation.
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this includes gaining knowledge on the risks and benefits to the industry and understanding of the
travelers’ reception – the adoption and non-adoption of these chatbots and the factors that affect
the reception.
Excitement on the use of chatbots is not weakening (Google Trends, 2019) since online
communication such as text messaging has become the socially acceptable scheme of personal
interaction, which means that individuals prefer chatting rather than using phones for calls. Thus,
it is very important to establish the accuracy, reliability and failure-free performance of these
chatbots for whatever purposes they will be used because these are their fundamental advantages.
This is especially important to the companies that are engaged in delivering products and services,
like the Travel and Tourism Industry. Adopting chatbots that comply with these requirements gives
their customers the satisfaction that they need in terms of services, which may lead to customers’
higher engagement. Lastly, this study can be beneficial to the chatbot implementation team in
ensuring that all the key issues will be addressed properly (Radziwill and Benton, 2017) during
the designing and development stage.
Review of Related Literature
Adoption and Non-adoption of Innovation
Information systems (IS) researches identified key ICT-related perceptions that drive or
hinder users to adopt a new ICT (Venkatesh et al., 2003). Users are found to accept it or its
application primarily because of the perception of its usefulness to them, ease of use or enjoyment
(Venkatesh 2012). The use of a new ICT may regard many potential adoption risks for users, which
may express apprehension in numerous directions, like for instance the users’ concern on privacy
or the fear of wasting time or money (Glover and Bensabat, 2010; Cocosila and Turel, 2019). Other
forms of non-adoption or non-use of technology (Satchell and Dourish, 2009; Kahma and
Matschoss, 2017) are the following: 1) lagging adoption, which refers to a temporary condition of
delayed adoption of an innovation; 2) active resistance, which is an adamant refusal of adoption
due to privacy concerns, lack of time and a desire for alternative modalities engagement, among
others; 3) disenchantment which refers to being hesitant or partial usage of innovations that is
usually caused by nostalgic wistfulness; 4) disenfranchisement, which is associated with the
physical and cognitive opportunity of innovations; 5) displacement, which recommends the
adoption with someone else; and 6) disinterest, which is a laid-back attitude for embracing
innovations.
Trust with Technological Tool
It seems reasonable when users trust or believe that technology has a trustworthy
characteristic because trusting in non-human entities has been the most talked-about concept in
everyday discussions (Lankton, McKnight, and Tripp, 2015).
In business, trust has drawn the attention of enterprises, especially in electronic commerce
(e-commerce) since there is a high level of uncertainty and risk that are involved in online
transactions (Gao and Waechter, 2015). It positively affects the users’ adoption (Bennani and
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Oumlil, 2014) of various online and mobile services like internet banking (Susanto et al., 2013),
online mobile banking (Yang, 2015) and online social networking (Wu et al., 2014), which has
attracted the attention of people.
Unified Theory of Acceptance and Use of Technology 2 (UTAUT2)
UTAUT has been one of the traditionally used theories to explain the reasons behind
technology adoption and predict the users’ acceptance of new technologies in the organizational
context (Venkatesh et al., 2003; 2012; 2016a). However, some constructs were added to extend
the relevance of the framework to individual consumers and have been termed as UTAUT2 (Singh
and Matui, 2017). This advanced UTAUT 2 presents a flexible and well-proven concept in
accessing behavioral intention and this model is well-suited to analyze non-participating
consumers or non-adopters (Diekmann and Theuvsen, 2019).
There have been several factors that drive or hinder the user’s acceptance and use of new
technology. One of these is performance expectancy (PE) which is the degree of expectation that
using the technology will help improve one’s performance (Venkatesh et al., 2003; Mhina, Johar,
and Alkawaz, 2018). In the case of using chatbots with air travel concerns, one may expect that it
will ease up the customer services like finding flights, booking, and others. This leads to another
factor which is effort expectancy (EE), which is described as the degree of ease of using the
technology. This means that the higher the level of ease of use of a particular technology for
conducting an activity, the higher the user’s acceptance of it (Singh and Matsui, 2017). Social
influence (SI) is another construct to be considered which represents the adoption of technology
as influenced by the social pressure from important people. This was found out to have a significant
positive effect on the user’s acceptance and use of a newly introduced technology (Guo, 2015; Liu
and Chang, 2016). Facilitating conditions (FC), which refers to one’s belief that there is adequate
organizational and technical infrastructure that supports the use of the technology, has also a
significant positive effect on the adoption intention and on the user’s attitude toward the
acceptance of a technological innovation (Venkatesh et al., 2012; Mhina and Johar, 2017; Mhina,
Johar, and Alkawaz, 2018). Hedonic motivation (HM), priced value (PV), and habit (H) are also
predicted to affect user’s acceptance of new technology. HM represents the fun and enjoyment
that they could get from using the new technology, PV depicts the financial benefit in adopting the
new technology, while Habit refers to the spontaneous behavior to use the new technology for a
certain activity (Singh and Matsui, 2017).
Diffusion of Innovations (DOI) Theory
Diffusion of innovation is a process that depicts how innovation is communicated using
certain channels over time (Rogers, 2003; Amati et al., 2019). There have been several studies that
aimed to predict and explain the significant factors of technology adoption and the diffusion
process through constructing theoretical frameworks. One of these is DOI which proposes that
what determines the diffusion, which includes the adoption of new technologies, are the new
technology’s compatibility and complexity, the characteristics of prospective users, their
perception about the new technology, and the communication channels (Adnan et al., 2019; Burritt
et al., 2019). There are issues that are relevant to digital disruption, particularly on delivering
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customer service with chatbots in the airline industry, and one of these is the importance of using
chatbots and its diffusion which will be evaluated based on the factors enumerated and the relevant
innovation characteristics such as relative advantage, compatibility, complexity, trialability, as
well as observability. These characteristics are found to explain the user’s intention to use (Rogers,
2010; Chatterjee and Bolar, 2018).
Methodology
Conceptual Framework
The conceptual framework in Figure 1 is an outline of how this study will be conducted to develop
an understanding of the adoption and non-adoption of chatbots in the airline industry. The main
proposition of this study is that the acceptance and use of technology does not only focus on drivers
or barriers of usage intention like the perceived usefulness, ease of use and other technological
external variables but it is also found to have a correlation with personal traits, categories of
adopters, characteristics of innovation, elements of diffusion of innovation, and trust which can be
possibly important determinants of technology adoption and non-adoption (Turan, Tunc, and
Zehir, 2015). This is the reason why, in UTAUT2, the technology acceptance model is analyzed
based on the Technology Acceptance Model (TAM), Theory of Reasoned Action (TRA), Theory
of Planned Behavior (TPB), and Diffusion of Innovation (DOI) Theory.

Figure 1. Conceptual Framework
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Research Design
This study will operationalize the investigation of travelers’ adoption and non-adoption of
chatbots in the airline industry through a mixed-methods approach. In the investigation of why
chatbots are used in the airline industry today, the insights and explanations are believed to be
sufficient and significant when not only based on the UTAUT2 lens but also based on another lens
like DOI and constructs such as personal innovativeness and trust. Through this, the acceptance
and use of technology do not only focus on drivers or barriers of usage intention but it is also found
to correlate with personal traits like an individual’s innovativeness which can be possibly
important determinants of technology adoption and non-adoption (Turan, Tunc, and Zehir, 2015).
Trust is another domain that affects individuals’ attitudes and perceptions in another domain
(Yang, Chen, and Wei, 2015; Nel and Boshoff, 2017).
The study will be conducted in two (2) phases. Phase 1 will be the conduct of survey and
interview for the air travelers about the usage or not usage of chatbots in air travel transactions.
Phase 2 will be the conduct of interviews for the aviation policymaker and airline companies on
the implementation of chatbots to cater to travel-related customer services. For the air travelers,
the survey results will build the initial data to make conclusions on the relationships between the
specified constructs on users’ behavior, while the interview results will serve as the secondary data
to validate the quantitative results and strengthen the inferences.
Measurements
This study will be conducted in the Philippines to understand customers’ adoption and nonadoption of chatbots that have been implemented by the airline companies. UTAUT2 and DOI
frameworks and additional constructs, which are personal innovativeness and trust, will be used to
investigate the phenomenon where measurement items related to the two main theories will be
adopted from various related studies (Rao, 2007; Venkatesh et al., 2012; Turan et al., 2015; Singh
and Matsui, 2017; Min, Jeong, and So, 2018).
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Abstract
Information technology has been the forefront in advancement and changes in any industry,
with its widespread effect in the almost all areas of the society. This led to the rise of diverse and
non-standardized approached to employment, being without borders, and the increasing needs for
adaptability to the changing landscape. People needs to be relevant, and the pressure for Human
Resource Management to be strategic in its approach to handle the pressure of changes, and the
shifts of the global economy, domestic diversity, reliance to technology as enabler to propel
resources into new directions for the organizations.
The increasing number and complexity in the workspaces continue which resulted to the
reliance on the capability of formal education and continuous trainings to educate the workforce
provided the challenges for human resources to qualify to perform the complex processes and
ensure retention of jobs in the fast-evolving working spaces.
In this study, information technology will be assessed on its usage as a tool to deliver
training and manage learning of employees in the organization, and its effectivity. The research
aims to answer, does e-learning enhances the knowledge, skills, satisfaction, and judgement of
employees suited in the fourth industrial workspaces.
Key Words: E-learning, E-training, Strategic Human Resources, Fourth Industrial Revolution
Workspace.

Introduction
“The Fourth Industrial Revolution; which we stand on the brink of a technological
revolution that will fundamentally alter the way we live, work, and relate to one another. In its
scale, scope, and complexity, the transformation will be unlike anything humankind has
experienced before. We do not yet know just how it will unfold, but one thing is clear: the response
to it must be integrated and comprehensive, involving all stakeholders of the global polity, from
the public and private sectors to academia and civil society” (Shwab, 2016).
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“Fusion of technology has blurred the line between physical, digital, and biological spheres
that characterized the Fourth Industrial Revolution”. The Fourth Industrial Revolution has been
progressing since the start of the 21st century, that characterized by the internet, mobility, artificial
and machine learning, (Shwab, 2017). The main drivers of this revolution is a combination of both
the post “Fordism Era” and Digital World where almost everything were automated and connected.
There was a big paradigm shift that brought new wave of innovations that transform organizations,
society, and the planet, that greatly affected people on how they lived their lives and their
ecological footprints.
The field of Strategic Human Resource Management is being disrupted with rapid changes in
economic shifts, globalization and domestic diversity, as well as, the impact of technological
influence on creating and increasing demands from organizations and stakeholders that give new
directions to future for the workforce. There has been a rise in non-standard forms of employment
globally, including increases in temporary, part-time, and temporary agency work, subcontracting,
dependent self-employment and disguised employment relationships.
Employee is the key factor in any organization, in which the success of the organization is
attributed to employee performance. Employee performance is the measure of results of activities
performed in an organization to achieve its goals. Employee productivity and efficiency
measurement is used to determine performance that eventually impacts organization performance.
Training is an import factor for which human resources in the organization will be able to
contribute effectively and efficiently to achieve organizational objectives. On the evolution of
training and its delivery, technology played and will continue to be part in its important
contribution. The number of workspaces with a high level of complexity will continue to increase,
and this will result in the need of high level of education of the staff. The challenge for
organizations is to qualify employees to shift their capacities to workspaces with more complex
processes and ensure the retention of jobs in changing working environments.
Today, Human Resource Management is experiencing numerous pressures for change. The
continuous shifts in the economy, globalization, domestic diversity, and technology have created
new demands for organizations, and propelled the field in some completely new directions.
Statement of the Research Problem

The problem of the research aims to determine if there is effect on perceived usefulness,
attitude, behavioral intention, e-learning self-efficiency, subjective norm, and system accessibility
can have a mediation effect to identification of training needs, selection of trainees, design of
training programs, impact of training on performance, and tasks performance, contextual
performance, and adaptive performance.
This study aimed to use the frameworks of Attitudes on Training, Employee Performance,
and Technology Acceptance Model among select individuals that are connected with an
organization implementing e-learning/e-training.
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The study aims to answer the following:
1. Does attitude on training have positive relationship and effect to employee
performance?
2. Does technology acceptance have a mediating effect to attitude on training and
employee performance?
The researcher wanted to understand how will training impact employee performance, and
whether technology acceptance will have an effect with regard to utilizing technology on the
delivery of training to an organization. This might help to understand if the method of delivery can
help organization to understand certain factors pertaining to training and performance of
employees suitable for the fourth industrial revolution.
Objectives of the Study

The study is aimed to determine if there is impact between training and employee
performance; and if technology can mediate training and employee performance.
To determine if perceived usefulness, attitude, behavioral intention, e-learning selfefficiency, subjective norm, and system accessibility can have a mediation effect to identification
of training needs, selection of trainees, design of training programs, impact of training on
performance, and tasks performance, contextual performance, and adaptive performance.
Literature Review
Employee Training
Training is one of the important aspects of Human Resources, the need to develop and
improve employees. Training is a planned and orderly behavior through knowledge events,
activities and programs that lead to the achievement of the participants, knowledge, skills and
competencies and capacity levels to do their job effectively. Training increase employees’
productivity, thus, also improves the quality of services of the employees, that will bring optimistic
change in the organization. (Sherwani, 2016). Training also utilizes the resources available to the
employee to benefit the organization in its achievement of the objective.
Technology and Human Resource
The rise of the knowledge economy and the higher demand for knowledge-based workers
has influenced and place new pressure on the increasing demands on organizations. This has
brought and prompted changes in organizational goals and HR practices. Knowledge organizations
stress that employees' knowledge and skills have a major impact on organizational success, and
employee retention is important because individuals' skills are not substitutable (Stone, Deadrick,
2015). Due to these demands, there must be unique, updated, relevant skills and abilities from
individuals which are essential in the knowledge organizations (Bell, et. al., 2013). These new job
requirements have created a shortage and increased competition for talented workers in many
fields, globally. Emphasis should be given to retention and re-training of employees, and meeting
of various needs and demands for knowledge workers.
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In the recent period, there are several major sources and drivers that affects and change
human resources. One of of the major drivers of change has been attributed to the use of
information technology (Stone, Deadrick, 2015). Technology was used to collect, store, and
utilization of the information available to aid in decision making. In another perspective,
technology, also gave way to utilized it for the functions of HR, such as e-recruitment, e-selection,
and e-training to name a few. This modified the way jobs, individuals, and organizations interacted
(Kiesler, Siegel, & McGuire, 1984).
Globally, various organizations are using technology to deliver training to it human
resources. These tools that are widely used are the Internet, intranet systems, video conferencing,
online simulations (Salas, DeRouin, & Littrell, 2005). These tools may introduce cost reduction in
the organization, as HR function (Dulebohn & Johnson, 2013). Based on research, technology
increases efficiencies in the organizations, and it decreases administrative burden in HR. This will
lead HR to greatly contribute to the achievement to the strategic direction and objectives of
organizations (Stone & Dulebohn, 2013).
Technology Acceptance Model
Among the well-known and commonly used models related to technology acceptance is
the technology acceptance model (TAM). TAM was proposed by Davis in 1986, and has been
proven in explaining and predicting human behavior in relation to information technologies
(Legris, Ingham, & Collerette, 2003). TAM was influenced by Ajzen, famously known for theory
of planned behavior (TPB), and Fishbein in 1980, which was called the theory of reason action
(TRA). The Theory of Reasoned Action aims to explain the relationship between behavior, the
intentions to explain the behavior, attitudes, subjective norms, and external variables such as
demographics within human action. TRA was used to predict how individuals will behave based
on their pre-existing attitudes and behavioral intentions.
According to Park (2009) citing Davis (1989) and Davis, Bagozzi, and Warshaw (1989),
TAM was used explain why a user accepts or rejects information technology by adapting TRA.
TAM provides a basis with which one traces how external variables influence belief, attitude, and
intention to use. Several studies have used TAM to determine how people use and adapt to
technology in relation to e-learning/e-training.

Fourth Industrial Revolution
According to the World Economic Forum, the Fourth Industrial Revolution has been
progressing since the start of the 21st century. It is a revolutionary change characterized by the
ubiquitous and mobile Internet; cheaper, smaller, and stronger sensors; and artificial and machine
learning (Schwab, 2017). The rapid development and spread of information technologies, and its
disruptions to major processes and business model can be attributed to the technological
convergence of artificial intelligence and robotics or automation. This will further enhance and
generate new processes in manufacturing and delivering new services, thus rendering of these
services increase the interaction with customers.
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The Fourth Industrial Revolution refers to the development, deployment, and exploitation
of holistic smart systems that integrate technology, humanity, and biology so that they can deal
with old and new socio-economic and environmental challenges, taking into account the specific
characteristics of the context at the hand (Lee, et. al., 2018). The FIR creates a creative
convergence between technology and the market, including the processes, business model,
delivery, and its combination that will further support innovations and growth in the society (Yun,
2017).
The rapid spread of information technology and the development of a society based on the
Collaborative Common is defined as the Third Industrial Revolution era or the zero marginal cost
society (Ripkin, 2011, Ripkin, 2014). Information technology has brought New Business Models
Exploiting the Digital & Technology-Enabled Platforms that will increasingly transform and
reshape operations/production, supply-chain, management, and governance as well as products
and services. This will further pressure organizations to produce and deliver high technology
intensive or infused products and services. Because of this, there will be immense innovative
disruptions in the market. For firms and start-ups there are opportunities on the supply side to
create entirely new ways of serving existing needs and significantly disrupting existing industry
value chains. Existing firms’ business models will be challenged, and new business models
exploiting digital & technology-enabled platforms will emerge together with the development of
new products and services. Thus, firms and start-ups can focus on how innovations can transform
existing industries by increasing efficiency and productivity and lowering the costs and barriers to
entrance. At the same time, they can aim to develop completely new products and services based
on future technologies capable of generating and eliciting new stakeholders’ wants and needs
(Yun, 2017).
Theoretical Framework of the Study
Technology Acceptance Model
This theoretical framework to determine the e-learning acceptance and intention to use was
based on the technology acceptance model (TAM). TAM is used to analyze the relationship on the
intention to use technology with constructs such as attitude, perceived usefulness, perceived ease
of use, self-efficacy of e-learning, subjective norm and system accessibility.
Technology acceptance model is an information systems theory that models on how users
will accept and utilized a technology. The model discusses that, when users are presented with a
new technology, a number of factors influence their decision about how and when they will use it.
Overall, TAM model was 40% evidenced effective in predicting the system use (Legris,
Ingham and Collerette, 2003). The TAM was introduced by Davis (1985); in his conceptual model,
Davis proposed that system features and capabilities stimulate user motivation that in response
becomes the driving force to use actual system, (Ahmed, 2018).
The model of e-learning acceptance of university students that would provide a school
manager or an educator with implications for better implementing e-learning. Also determined
were some descriptive characteristics of e-learning use and those selected constructs.
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Figure 1. Technology Acceptance Model, Davis (1990)

Attitudes on Training Framework
From the framework of Al-Mzary, et. al, (2015) they postulate that their study aimed at
investigating the attitudes of administrative leaders and administrative employees towards the
components of training programs and the impact of training on the performance of employees at
Yarmouk University. The findings showed that there are positive relationships and effects among
all constructs. The constructs that were measured in their study are identification of training needs,
selection of trainees, design of training programs, and impact of training performance. Both
administrative leaders and administrative employees were surveyed.

Figure 2. Attitudes on Training Framework, Al-Mzary, et. al. (2015)
Employee Performance
Job performance is an effective human resource management performance assessment to
determine the efficiency or the lack of it from employees. On the other hand, employee
performance is the individual performance evaluation on the achievement of the employee in
relation to his goals and alignment to the organization’s objectives.
The constructs of employee performance are measured by task performance, contextual
performance, and adaptive performance, from the framework of Pradhan and Jena (2017). Task
performance comprises of job explicit behaviors which includes fundamental job responsibilities
assigned as a part of job description, which requires cognitive ability as facilitated through task
knowledge where technical knowledge needed ensure job performance. Tasks skill is about
technical knowledge is applied to accomplish task successfully without much supervision, and task
habits which is the ability to respond to assigned jobs that either facilitate or impede the
performance (Conway, 1999).
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Adaptive performance is about the individual’s ability to provide necessary job support.
An effective adaptive performance is about employees’ ability to efficiently handle volatile work
circumstances (Baard, Rench, & Kozlowski, 2014).
Contextual performance refers to voluntary actions of employees that benefit employers
intangibly (Pradhan and Jena, 2017). Contextual performance is a behavior exhibited by
individuals in a work environment where it is expected of an employee, but they are not explicitly
mentioned in one’s job description. This kind of implicit expectations are called prosocial behavior
or extra role behavior. According to Pradhan and Jena, citing Kahn (1990), it is believed that an
engaged employee works with a sense of passion which leads to translation into not only high
performance but extra role behavior as well (Kahn, 1990).

Figure 3. Employee Performance Framework, Pradhan and Jena (2017)
Conceptual and Operational Framework
The conceptual framework is utilizing the framework of Employee Attitude in Training as
the independent variable and Employee Performance as the dependent variable. Technology
Acceptance Model will be used as the mediating variable between the independent and dependent
variables.
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Figure 4. Conceptual and Operational Framework
Hypothesis of the Study
The following are the hypothesis of the study:
H01: There is no relationship between Attitudes of Employee Training to Employee Performance.
H02: There is no significant effect between Attitudes of Employee Training to employee
Performance.
H03: There is no mediating effect of Technology Acceptance Model to Employee Training and
Employee Performance.
Methodology
Research Locale
Respondents of this study were knowledge-based workers that has experience in e-learning
and e-training in their current organization. They were located within Metro Manila, and their
place of work is within the metropolis as well.
Research Design
Research methodology performed quantitative analysis through exploratory research
through review of related literature, descriptive, correlational and causal statistics. The instruments
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were distributed to the respondents using online, self-administered survey utilizing Google Forms.
The online survey questionnaires were sent to select individuals, presumed currently working for
a knowledge-based and serviced-based organization.
Sampling Design
Respondents of this study were individuals, between the age of 24-65 years old, both male
and female, and should be currently working for an organization that implements e-learning to
their workforce.
Research Instrument
Research instrument for the Mediating Effect of Technology Adaptation Model to
Employee Attitude in training and Employee Productivity The instrument has seventy-four items,
and were group into three main sections covering attitude in training, technology acceptance
model, and employee performance.
Table 1
Research Instrument
Attitude in Training
Identification of training needs (TN)

Selection of trainees (ST)

The method used in identifying the training needs
is based on the work requirements
Training needs are identified based on the regular
assessment of performance
Training needs are identified through comparing
the current abilities of employees and the new
requirements of work
Training needs are identified through comparing
the expected performance to the actual performance
Training needs are determined based on personal
relationships
Training needs are identified for new jobs and posts
Training needs are identified through direct
observation
Training needs are identified based on the set
priorities
Training needs are identified based on the
introduction of new technologies
Training needs are identified based on certain
standards
Favoritism plays a role in selecting the trainees
Personal relations play a role in the selection of
trainees
Training courses are provided based on the needs of
the trainee
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Design of training programs (TD)

Impact of training on performance
(TP)

Favoritism plays a role in selecting the trainees
Trainees are selected based on published standards
Trainees at the company are selected based on
identified skills and competencies required for their
work
Academic qualification is the basis for selection of
trainees
Seniority is the basis for selecting trainees at the
company
Trainees are selected based on annual assessment
reports
Employees have equal chances for being selected
for training programs
Results of performance assessment are the basis of
the policies selection of trainees
The content of the training courses is repeated from
time to time
Designing training courses is based on well stated
aims and standards
Content of training courses is delivered through
lecturing
Time of the training sessions is suitable to the
working hours
Previous courses achieved their aims
Content of the course is related to the requirements
of work
External training courses were successful in
achieving their aims
Content of training courses is delivered through
workshops
Courses aiming at solving work problems are
developed
Content of training courses is delivered through elearning
Training courses enhance the level of
trainees/employees at the company
Training courses at the company improve the selfconfidence of trainees/employees
Training courses increase the efficiency of
trainees/employees
Training courses at the company improves job
satisfaction of the trainees/employees
The repetition of the content of the training courses
enhances the mastery of the skills learned
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The impact of training courses on the performance
of employees is assessed
Training courses decreases the routine of daily
work
Training courses achieve the aims of the company
Performance of the employee prior and after
training are compared in order to evaluate the
impact of training
Trainees/employees are assessed at work in order to
evaluate their mastery of relevant skills
Training programs are evaluated based on their
impact on the performance of employees
Effectiveness of training courses is evaluated
regularly
Technology Acceptance Model
Perceived ease of use (PE)

Perceived usefulness (PU)

Attitude (AT)

Behavioral intention (BI)
e-learning self- efficacy (SE)

Subjective norm (SN)

System accessibility (SA)

I find e-learning system easy to use
Learning how to use an e-learning system is easy
for me
It is easy to become skillful at using an e-learning
system
E-learning would improve my learning
performance
E-learning would increase academic productivity
E-learning could make it easier to study course
content
Studying through e-learning is a good idea
Studying through e-learning is a wise idea
I am positive toward e-learning
I intend to check announcements from e-learning
I intend to be a heavy user of e-learning system
I feel confident finding information in the elearning
I have the necessary skills for using an e-learning
What e-learning stands for is important for me as an
employee
I like using e-learning based on the similarity of my
values and society values underlying its use
In order for me to prepare for future job, it is
necessary to take e-learning courses
I have no difficulty accessing and using an elearning system in the organization

Employee Performance
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Task Performance (TP)

You are satisfied with your work
You are satisfied regarding your associate works
Work makes the best use of my abilities
Having physical working conditions that are safe,
not injurious to health, not stressful
Having a job that provides a steady employment

Adaptive Performance (AP)

Contextual Performance (CP)

I feel that workplace training opportunities
encourage me to work better
I am valued as a hardworking individual within my
organization
I need assistance in performing jobs
I’m happy about the promotion criteria of the
employees
I have the tools and resources I need to do my job
My supervisor actively listens to my issues and
suggestions
Working hours that allow me enough time with
family and time to pursue other strong interests
In my job, I am satisfied with how often I take part
in problem solving.
You are enthusiastic about your job

The instrument measurement is in Likert Scale of 1 to 5, where 1 - is strongly disagree, 2
- is disagree, 3 - is neutral, 4 - is agree, and 5 - is strongly agree. Demographics of the respondents
were also asked; including age of the respondents, their gender, educational attainment, years in
the organization, current position, years in the position, position level, current department, years
of organization participation in e-learning.
Statistical Treatment of Data
In order to determine the levels of attitude, subjective norm, perceived behavioral control,
and entrepreneurial intentions, means and median were computed. The mean scores from the
Likert scale of 1 to 5 was also computed, and were interpreted as very low, low, medium, high and
very high. Given the assignment of values and corresponding qualitative predictor, scale of 1-5
range was divided corresponding to its descriptors identified, this resulted into class interval of
0.80. The classes were computed as follows: 1.00-1.80 was very low, 1.00-1.80 was very low,
1.81-2.60 was low, 2.61-3.20 was medium, 3.21-4.20 was high, and 4.21-5.00 was very high.
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Table 2
Mean Score Classes and corresponding interpretation
Mean Score
1.00 – 1.80
1.81 – 2.60
2.61 – 3.20
3.21 – 4.20
4.21 – 5.00

Interpretation
Very Low
Low
Medium
High
Very High

Correlation was computed as well to determine if there is significant effect and relationship
among the variables of attitude, subjective norm, and perceived behavioral control on
entrepreneurial intention. To determine of the re is significant effect and relationship, P Value
should be ≤ .05. For the regression analysis, correlation coefficient r was computed, and the
corresponding interpretation applies.
Table 3
Correlation Coefficient r Measures
Measure
–1.00
–0.70 to -0.90
–0.50 to 0.89
–0.30 to -0.49
0
0.30 to 0.49
0.50 to 0.69
0.70 to 0.99
1.00

Interpretation
A perfect downhill (negative) linear relationship
A strong downhill (negative) linear relationship
A moderate downhill (negative) relationship
A weak downhill (negative) linear relationship
No linear relationship
A weak uphill (positive) linear relationship
A moderate uphill (positive) relationship
A strong uphill (positive) linear relationship
A perfect uphill (positive) linear relationship

Discussion of Results
There were 22 respondents to the survey, 59% were Male, 36.4% were Female, and 4.5%
was LGBTQI+. Age of the respondents were from 24 years to 64 years old. Median age was 33,
while the mean age was 35.
Of the respondents, 54% were college graduate, 32% had masteral degrees, 9.1% have a
doctoral, and 4.5% holds a post graduate diploma. Respondents tenure with the current
organization, the longest was 24 years while the shortest was 1 years. The mean years of tenure
was 7 years, with the median of 5 years. For the current position, the means was 4.4 years, and
median of 2.5 years. Regarding their experience in e-learning, the mean was 2.45 years, with
median of 2 years.
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Pearson Correlation Analysis
A Pearson correlation analysis was conducted between Attitude on Training and Employee
Performance, where coefficients between .10 and .29 represent a small effect size, coefficients
between .30 and .49 represent a moderate effect size, and coefficients above .50 indicate a large
effect size.
A significant positive correlation was observed between TA and TPER (rp = 0.43, p =
.046). The correlation coefficient between TA and TPER was 0.43, indicating a moderate effect
size. This correlation indicates that as TA increases, TPER tends to increase. Table 3 presents the
results of the correlation.
Table 4
Pearson Correlation Matrix Between Attitude on Training and Employee Performance
Variable
1
1. Attitude on Training

2

-

2. Employee Performance
0.43
Note. The critical values are 0.42, 0.54, and 0.65 for significance levels .05, .01, and .001
respectively.
2

The results of the linear regression model were significant, F(1,20) = 4.54, p = .046, R =
0.18, indicating that approximately 18% of the variance in Employee Performance is explainable
by Attitude on Training. Attitude on Training significantly predicted Employee Performance, B =
0.46, t(20) = 2.13, p = .046. This indicates that on average, a one-unit increase of Attitude on
Training will increase the value of Employee Performance by 0.46 units. Table 2 summarizes the
results of the regression model.
Table 5
Results for Linear Regression with Attitude on Training predicting Employee Performance
Variable
B
SE
95% CI
β
t
(Intercept)

2.22

0.84

[0.46, 3.98]

0.00

TA

0.46

0.22

[0.01, 0.91]

0.43

p

2.63

.016

2.13

.046

2

Note.
Results:
F(1,20)
=
4.54,
p
=
.046,
R
=
0.18
Unstandardized Regression Equation: Employee Performance = 2.22 + 0.46*Attitude on Training
Causal Results
First, the regression with Attitude on Training predicting Employee Performance was
conducted. The regression of Employee Performance on Attitude on Training was significant, F(2,
20) = 4.54, p = .046. The results showed that Attitude on Training was a significant predictor of
Employee Performance, B = 0.46, indicating that the first criterion for mediation was satisfied.
Second, the regression with Attitude on Training predicting Technology Acceptance was
conducted. The regression of Technology Acceptance on Attitude on Training was significant,
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F(2, 20) = 15.34, p < .001. The results showed that Attitude on Training was a significant predictor
of Technology Acceptance, B = 0.76, indicating that the second criterion for mediation was
satisfied. Next, the regression with Attitude on Training and Technology Acceptance predicting
Employee Performance was conducted. The regression of Employee Performance on Attitude on
Training and Technology Acceptance was not significant, F(3, 19) = 2.77, p = .088, suggesting
that Attitude on Training and Technology Acceptance did not account for a significant amount of
variance in Employee Performance. The results showed that Technology Acceptance was not a
significant predictor of Employee Performance when Attitude on Training was included in the
model, B = 0.25, indicating that the third criterion for mediation was not satisfied. The results
showed that Attitude on Training was not a significant predictor of Employee Performance when
Technology Acceptance was included in the model, B = 0.27, indicating that the fourth criterion
for mediation was satisfied. Since item 3 was not met, mediation cannot be supported.
Table 6
Mediation Results
Dependent

Independent

B

SE

t

p

Attitude on Training

0.46

0.22

2.13

.046

Attitude on Training

0.76

0.19

3.92

< .001

Attitude on Training

0.27

0.29

0.94

.358

Technology Acceptance

0.25

0.25

1.00

.328

Regression 1:
Employee Performance
Regression 2:
Technology Acceptance
Regression 3:
Employee Performance

Conclusion
All variables are significant for correlations and regression. Meaning, that the variables of
attitude on training and employee performance has a good relationship, and has positive effect,
but, when technology acceptance variable was used as a mediating variable, it yielded
insignificant. Based on the responses of the respondents, there might be no appreciation on the
adaption of technology in training delivery. But there will be a reason for the workforce to adapt
in utilizing technology. Given the broader changes to value creation in the economy and the rapid
expansion of new technology, in-demand skills will remain influx for the foreseeable future, WEF
(2019). Various articles, journals and news write-ups discuses about various employment scenarios
that will affect the future of work, that may emerge from the current wave of technological change,
these forecasts are highly dependent on the actions we take today to leverage opportunities and
mitigate risks. Both private sector and public sector, along with other stakeholders, will need to
work together to lead adaptation to the new world of learning and work.
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Though, the degree of skills diversity varies per organization, and by countries country-bycountry. Based on WEF (2018), just because a country has an abundance of a certain in-demand
skill now, there is no guarantee that it will continue to do so indefinitely in the future. One way to
be prepared for organizations and the workforces is to continuously upgrade their skills. Countries
like us, the Philippines, and other developing countries like Kenya have promising delivery to
large parts of human capital development strategies on digital business process outsourcing (BPO).
Another factor to consider is, there is limited coordination across company reskilling and
upskilling efforts for the workforce to expand knowledge base. Reskilling and upskilling between
businesses and industries requires great deal of collaboration. Enhancing skilling, greater agility
to labor market demands and greater comparability of learning content across companies should
be given focus (ILO, 2018)
Another factor to consider, managers, might not spend enough time on talent management
as well. Managers, who are responsible for employee’s well-being and career development that
requires long-term perspectives perhaps sees training activities less import than managing
businesses. A possible cause for this is the insufficient involvement in the firm’s talent
management strategy that provides limited understandings on the firm’s direction. Organizations
structures and shifts, as well as protectionism that can inhibit collaboration and sharing of
resources and knowledge within the organization, can be another contributor. Not to discount, HR
departments may lack necessary competencies needed to address talent challenges effectively, and
lack the respect of other executives whose cooperation is needed to implement appropriate HR
policies and practices (Schuler, et. al, 2011).
Shifting to a skills -based system as the need is becoming more urgent and relevant. Labor
and market demand for both more digital and “human” skills in the midst of the fourth industrial
revolution according to Willis Towers Watson (2019). “Understanding and meeting emerging
skills demand and empowering individuals to learn, unlearn and relearn skills will need to form
the basis of a new learning and working ecosystem—a shared vision for talent. The broad change
that will be required in this new world of learning and work is to move away from traditional,
front-loaded accreditation and siloed certificates to a system of lifelong learning infused with a
shared set of skills- based indicators at its core” (WEF, 2019). This will be the strategy to address
the workforce to adapt to the upcoming workspaces. According to the same white paper of WEF,
“In today’s labour markets career paths are already seldom linear, and they will be less so in the
future. As we shift to a model of ‘learn, do, learn, do, rest, learn ... repeat’, a transparent and
tangible approach to skills allows learners to prepare themselves for employment by understanding
their own passions and motivations, and channeling those dispositions to developing work
readiness through effective skills gain”. Meaning that, it is not only career path that will give
directions to the workforce, but, rather personal mission and philosophies. Using passions as
motivators to propel the career direction to stay relevant and continue to develop and adapt to the
work environment.
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Abstract
Cloud computing is the use of various services, such as software development platforms,
servers, storage and software, over the internet, often referred to as the Cloud. UNDP Philippines
is the global development network of the United Nations. Its objective is to take full advantage of
cloud computing. This case study aims to explore and understand UNDPs adoption of cloud
computing and how ITIL can enable to succeed in ITSM. The research will implore (Yin, 2014)
case study method that uses single case holistic design. The challenges that have been identified
in the research were the budget prioritization, internal bureaucracy, management commitment,
human capital expertise, project management execution planning, risk identification,
organizational structures, and macro environment forces such as antagonistic government views
were critical and proved challenging.
Keywords: ITIL; ITSM; Cloud Computing

Introduction
According to (Marrone et al., 2014) transformations to and within IT functions are
happening on a global scale, in organizations of all sizes, and across different industry sectors.
Although these transformations are enabled by and often dependent on IT, the management of IT
has also been experiencing transformation. ITSM is changing how organizations experience IT
services and how IT functions design, deliver, and manage these services. They found that IT
organizations focus more on adopting operational level processes rather than tactical/strategic
processes and that improvement in productivity is due not only to technology, but also to how its
integrated into the organization (Gagnon and Dragon, 1999).
Cloud Computing implements a completely new approach towards the provision of
computational services that provides both advantages and challenges to IT Service Management.
Basically, some of the processes that have been very important in a service provision without the
usage of Cloud Computing become less important in cloud-based scenarios. Vice-versa other
processes become more important by making use of cloud services. IaaS - Infrastructure as a
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Service: Virtual provision of computing power and/or memory. A prominent example of an IaaS
service is the Amazon WS service. (Jansen, 2011)
Cloud computing is a domain that the United Nations Development Programme is
endeavoring to accomplish. The United Nations Development Programme (UNDP) has been
working to improving the lives of the Filipino people since 1965 and has been committed to
helping the country achieve the Millennium Development Goals (MDGs)as well as national
development priorities as set out in the Philippine Development Plan. UNDPs overall approach is
to strengthen capacities of local governments and communities in democratic governance, poverty,
disparity and vulnerability reduction, sustainable management of environment and natural
resources, and climate change adaptation and disaster risk management, while ensuring that human
rights and gender are integrated into local policies, processes, programmes and budgets.
Complementary actions at the national and policy levels will be undertaken to contribute to a more
conducive enabling environment for local interventions. To reflect the complex and multi-sectoral
nature of the development challenges of the country, UNDP is pursuing convergence in its
programme and developing cross-practice activities such as the Poverty-Environment Initiative,
Security Sector Reform, Environmental Justice and Improved Local Governance for HIV
Response.
Literature Review
IT Service Management (ITSM)
According to (Marrone et al., 2014) transformations to and within IT functions are
happening on a global scale, in organizations of all sizes, and across different industry sectors.
Although these transformations are enabled by and often dependent on IT, the management of IT
has also been experiencing transformation. ITSM is changing how organizations experience IT
services and how IT functions design, deliver, and manage these services. They found that IT
organizations focus more on adopting operational level processes rather than tactical/strategic
processes and that improvement in productivity is due not only to technology, but also to how its
integrated into the organization (Gagnon and Dragon, 1999).
(Mora et al., 2014) IT Service Management (ITSM) can be defined as a management
system of organizational resources and capabilities for providing value to organizational customers
through IT services (van Bon et al., 2007). IT Service Management has become a relevant
organizational theme for IT areas in large and mid-sized organizations because it is expected that
its utilization, jointly with other IT schemes of processes, deliver a more efficient and effective IT
management, and a better organizational value (Johnson et al., 2007; Gallup et al., 2009).
(Cater-steel et al., 2007) argues that the ever-increasing customer demands, and the
heightened global competition necessitate a re-examination of the role that improved IT service
process plays in creating business value and shaping firm’s competitive capability (Weill and
Broadbent, 1998). In response to the competitive pressure, many firms devoted lots of resources
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into information technology to enhance customer satisfaction. (Pollard and Cater-Steel, 2009)
reinforces that the benefits include a more predictable infrastructure from improved rigor during
system changes, clarity to roles and responsibilities, reduction in system and service outages,
improved coordination between functional teams, seamless end-to-end service, documented and
consistent ITSM processes across the organization, consistent logging of incidents, enhanced
productivity, reduced costs, and improved customer satisfaction.
Organizational Culture
We live in a global world where technology, especially information and communication
technology, is changing the manner in which businesses create and capture value, how and where
we work, and how we interact and communicate. Consider five technologies that are transforming
the very foundations of global business and the organizations that drive it: cloud and mobile
computing, big data and machine learning, sensors and intelligent manufacturing, advanced
robotics and drones, and clean-energy technologies. These technologies are not just helping people
to do things better and faster, but they are enabling profound changes in the ways that work is done
in organizations. (Cascio and Montealegre, 2016)
Organizations adopting new technology does come with challenges and exploring its
readiness is critical, (Martins and Coetzee, 2009) states that organizational effectiveness illustrates
the soundness of an organizations culture, processes and structure in terms of its overall system
performance (French & Bell, 1999). (Martins and Coetzee, 2009) Researchers conducting
organizational diagnosis generally agree that organizational effectiveness should be viewed from
a systems perspective using a multidimensional approach in assessing the factors affecting an
organizations performance and overall effectiveness they describe the relationships between
different features of UNDP, as well as its context and effectiveness (Cummings & Worley, 2005).
Culture on the other hand is related to patterns of development reflected in a society’s
system of knowledge, ideology, values, norms, laws and rituals. Shared meaning, understanding
and sensemaking are all ways of describing culture. The enactment view of culture leads us to see
organizations as socially constructed realities. Organizational structure, rules, policies, goals and
job descriptions all can be viewed as social artifacts whose primary role are to help shape reality
construction. Culture is not imposed but develops through social interaction.
UNDP as an institution where (Bjorck, 2004) Scott (1995:33, 2001:48) asserts that
Institutions are social structures that have attained a high degree of resilience. They are composed
of cultural-cognitive, normative, and regulative elements that, together with associated activities
and resources, provide stability and meaning to social life. Institutions are transmitted by various
types of carriers, including symbolic systems, relational systems, routines, and artifacts.
Institutions operate at different levels of jurisdiction, from the world system to localized
interpersonal relationships. Institutions by definition connote stability but are subject to change
processes, both incremental and discontinuous . To sum up: institutions are structures based on
more or less taken for granted, formal or informal, rules that restrict and controls (or support) social
behavior (Johansson 2002:17-18). They point out, that many organizational problems rest in our
ways of thinking, and there is a close relationship between the way we think and the way we act
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he states it: Organization is always shaped by underlying images and ideas. (Carlsen and Gjersvik,
2004)
Cloud Computing
Cloud Computing is already quite interesting for a large number of customers, and the
number of service providers in the area of Cloud Computing is constantly growing, there is actually
already today a need for IT Service Management in the cloud. (Sohrabi Safa, Von Solms and
Furnell, 2016) ITIL provides a good basis for this but needs to be considered differently at least in
some processes. It is also paramount that performing careful service strategy will reduce the
possibility of exposing the business to unnecessary complexities with no accountability for the end
services being delivered and poses serious risks for any IT organization migrating to cloud
solutions. (Tan, 2009) Also stated that in order for ITIL to succeed in cloud computing, senior
management support per se is not sufficient: senior staff from the business units should be
appointed to high level committees and senior management must understand the magnitude of the
implementation and ensure that the project is adequately and appropriately resourced and within
the phase of continual service improvement, both, the customer and the service provider, need to
work hand in hand to improve the quality of the service.
Information Technology Infrastructure Library (ITIL) Adoption in ITSM
According to (Shang and Lin, 2010) ITIL V3 (OGC, 2007), a service is defined as a means
of delivering value to customers by facilitating outcomes customers want to achieve without the
ownership of specific costs and risks.
There are research that show ITIL, as the de-facto standard for modern IT Service
Management, because it can also be applied for the IT Service Management of Cloud Computing
environments. (Jansen, 2011) stated that adopting cloud computing is a serious business decision.
IT service management frameworks such as ITIL is essential and plays a critical role to manage
the cloud computing. (Mourad and Hussain, 2014)
(Pollard and Cater-Steel, 2009) Although there is no set framework for the correct sequence
to implement the ITIL processes, an effective strategy that emerged was to initially look for quick
wins. As in most initiatives involving organizational change and technology, the key is effective
engagement of personnel affected coupled with support from senior management and
communication of results, early and often. Senior management does not need an in-depth
understanding of ITIL but must provide support in terms of resources and authority to enforce new
policies (Hanus, 2017). The authors also reinforce that successful implementation of ITIL as with
ITSM requires top management commitment to information technology, a greater sense of cooperation and involvement of both call center staff and IT support staff, and an attitude change
from everybody that is not my job to what I can do to help (Price and Chen, 1993; Weill and
Broadbent, 1998; Ravichandran, 1999).
A service system is not defined in ITIL v3, but a system is defined as: a group of interacting,
interrelated, or interdependent components that form a unified whole, operating together for a
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common purpose. However, the concept of service systems is already used but concerned with
value networks. (Iden and Eikebrokk, 2013)

There are 4 key success points for ITIL adoption;
ITIL has been shown to improve the quality of IT services which the organization provides to
customers.
1. After each implemented ITIL process, day to day work procedures were improved.
2. IT department in organizations become more confident in their ability to align with the
business, to adapt to change, manage risk and deliver excellent services.
3. Support from Management board is necessary. Without real support and commitment of
high-level management it’s very hard to successfully implement ITIL and other IT
compliance projects.
4. Education is key point of ITIL implementation.
Another important theme that emerged is that ITIL implementations do not always need a
business case, nor do they have to be structured as projects. However, regardless of the way in
which the implementation is sold within the organization, it is clear that principles of good project
management must be adhered to, but the right people must be assigned into the right roles,
responsibilities must be clearly spelled out, schedules maintained, monitored and controlled, and
results measured and reported with a strong customer focus. Effective use of one-on-one
communication with key stakeholders, backed up with newsletters and workshops helps to
promote ITIL to the wider group of stakeholders and establish interdepartmental communication
and collaboration (Pollard and Cater-Steel, 2009).
Information Security
(Horne, Ahmad and Maynard, 2016) defines information security is a phenomenon within
the information systems domain because it involves people protecting information that resides on
computers, which are all common elements consistent with information systems. From an
information systems viewpoint, information security is concerned with protecting information
(Siponen and Oinas-Kukkonen 2007). The goal of information security involves preserving the
confidentiality, integrity and availability of business information (McCumber 1991; Posthumus
and von Solms 2004) and to safeguard business continuity and reduce business impairment by
constraining the effect of security incidents (Thomson and Solms, 1998).
(Bjorck, 2004) The extent of security in any information system - including that in its
computer-based elements – is ultimately determined by human actions. Consequently, we now
turn our attention towards theories of social behavior, or more specifically institutional theory, to
help us better understand, explain, control, and predict IS/IT security issues in organizations.
Research Questions
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The main objective of this research study is to investigate how adopting ITIL in will benefit
the United Nations Development Program (UNDP). To answer this, specific research questions
were formulated:
1. What are the challenges that prevent the effective service delivery of ITSM of UNDP?
2. How can ITIL improve the service delivery of ITSM of UNDP?
Methodology
This research will employ (Yin, 2011) case study model. A qualitative case study method
which investigates the empirical associations between a modern phenomenon concerning a realworld situation, see figure 1.

Planning

Design

Preparation

Report and
Findings

Analysis

Evidence
Collection

Figure 1. Case Study model
Planning
The planning phase involves the design of the research questions with which the questions
revolve around the how and why and focuses on contemporary events. Thereby validating an
Explanatory approach therefore, the case study is an empirical inquiry that 1). Investigates a
contemporary phenomenon we can refer to in this context as the case in depth and within its realworld context, especially when 2). The boundaries between phenomenon and context may not be
clearly evident according to (Yin, 2011). Evidently, defining the research questions may be the
most important step to be undertaken in this study. The key to understanding the research questions
are two folds. First is to substantiate the question what is the study about? Secondly is form, these
are who, what, where, why and how questions (Daft, 1983).
Design
Design is the blueprint of the research. It deals with four problems: 1). What questions to
study, 2). What data are relevant, 3). What data to collect and finally, 4). how to analyze the results
(Philliber, Schwab and Samsloss, 1980). The research design includes three components, defining
the research questions, proposition, and the unit of analysis that will steer the researcher towards
the relevant data to be gathered. The fundamental of design is to validate that the evidence is
relevant to the research question. Hence, the research will be on UNDP because migration to cloud
computing in compliance with United Nations International Computing Center (UNICC) is vital
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for the agency and for its internal and external customers and to maintain its relevance in the world
at large. In addition, the focus of this empirical work is on a single nonprofit development
organization and therefore, a Single Case Holistic design of a case study approach will be used.
Preparation
The objective of the study is to explore the possibility of adopting ITIL with the
expectations of improving IT service management for UNDP. The goal of the researcher is the
development of a theoretical proposition. Regardless of whether the research is exploratory,
descriptive, or explanatory. The theoretical proposition will provide immense support in allowing
the design and data collection to be congruent and that this same concept allows for the formation
of the general findings relative to the case. Since, this study implores explanatory and exploratory,
the researcher is able to formalize and gain approval and consent from the UNDP by providing an
authorization letter and was allowed to conduct interviews to some of the key personnel of the
agency. Documentation on the other hand were also provided to the researcher for further
triangulation of data.
Evidence Collection
The primary sources of data that were collected, was in the form of documentation and
specific interviews facilitated by the researcher. The interviews were towards a specific group of
individuals who were identified to be of critical to the case study. Likewise, data triangulation
between the documentation and interviews assisted in reinforcing the validity of the construct
relative to the case.
Analysis
The researcher used the TOE model as the theoretical framework as shown in Figure 2.
Organization

External Task Environment

formal & informal structures
communication
size

technology support infrastructure
government regulations

Technological Innovation
Dicision M aking

Technology
availability
characteristics

Figure 2. Technology Organization Environment
According to (Hancock 2014), there are usability concerns that interface between humans
and technology it can be measured in terms of efficiency (time to complete a task), effectiveness
(error rate), and user satisfaction (Gillan & Bias 2014). Another consideration is self-efficacy
(Bulgurcu, Cavusoglu and Izak Benbasat, 2010). People who feel competent to use, or to learn to
use, new technology are likely to experience less anxiety when that new technology is introduced.
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A third consideration is economic. Does the new technology promise competitive advantage to an
organization or to an individual in his or her personal life? If so, the organization or individual is
more likely to implement it. Finally, it also is important to consider the role of social factors in the
acceptance of technology.
The adoption of innovations is clearly affected by the technological, organizational, and
environmental contexts within a firm. The TOE model has been proven to be useful in the
investigation of a wide range of innovations and contexts. Furthermore, it has been broadly
supported in empirical work. It remains among the most prominent and widely utilized theories of
organizational adoption since its development (Baker, 2011).
Technology
availability
characteristics

Organization
formal & informal
structures

ITIL

ITSM

Environment
technology support
infrastructure

Figure 3. Operational Framework
The researcher will use ITIL as a dependent variable in the TOE framework as presented in Figure
3.
Report & Findings
In this phase, the outcome of the case study will be presented in a manner understandable
to a multitude of audiences. The results of this study will also be provided.
Findings
The results from the interviews taken from the key individuals of the organization reveal
that the successful deployment of cloud services enabled UNDP to experience several advantages
only competitive organizations enjoy. Success was attributed to several key factors among them
were human capital capacity and capability, proper planning, management buy-in, IT service
management, technological readiness, risk management, this allowed UNDP improved shared
services capabilities, information security design and UNICC global compliance. Short comings
were also identified as they include the duality of the same abilities that allowed it to succeed
which were budget prioritization, internal bureaucracy, human capital expertise, planning, risk
identification, organizational structures, and macro environment forces such as antagonistic
government views were critical and proved challenging.
IT management identified that service desk was to fulfill the ITSM service space. ITIL was
recognized to enable the agency’s ITSM a functional framework and allow it to capture
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incremental value from cloud enablement thereby improving shared services capabilities. The
researcher conducted interviews in order to triangulate the cause and effect of on how the agency
adopted cloud computing and if it was successful or otherwise.
Conclusion
(Sultana, 2013) stated that implementing ITIL is not a quick fix nor will it be easy to
implement. It takes a lot of thought, commitment and hard work to successfully change the way
the IT organization does business. There needs to be upfront planning, training and awareness,
ongoing scheduling, roles created, ownership assigned, and activities identified in order to be
successful. Implementation and credentialing the ITIL in ITSM requires knowledge and training.
ITIL is intended to be non-prescriptive, expecting that organizations will have to engage ITIL
processes with their existing overall process model. Even with a successful service operation in
place, there is still a need to consider improvements at every opportunity. This will help protect
against losing competitive advantage and will ensure that the best possible outcomes are being
achieved. The author notes that continual Service Improvement focuses on the process elements
involved in identifying and introducing a cycle of service management improvements.
In addition the macro environment also exerts mimetic pressure that is evident as
organizations imitate the processes and systems adopted by industry leaders. Using institutional
theory as a lens, the analysis at both field and organization level supports the view that ITIL
processes have become fashionable and institutionalized; they have travelled through time and
space. (Cater-Steel, Tan and Toleman, 2009)
UNDP IT management recognized that implementing ITIL can transform ITSM and
provide benefits to organizations such as a more predictable infrastructure from improved rigor in
testing and system changes, improved consultation with IT groups within the organization,
smoother negotiation of SLAs, reduced server faults, seamless end-to-end service, documented
and consistent IT service management processes across the organization, and consistent logging
of incidents.
Future Work
It is recommended that further study of the organization be conducted after the adoption of
ITIL in ITSM service desk. In addition, a comparative method and multiple case syntheses could
be conducted to cross reference other UN agencies against the UNDP.
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Abstract
With a critical realist philosophy, the purpose of this research was to explain the causal
mechanisms behind the use of strategic social media management for stakeholder engagement in
a globalized context. It utilizes a critical realist case study methodology on Company A, a reseller
of information and communication technology (ICT) products from global brands (e.g. Acer,
Dell). It is found that the most prominent causal mechanism behind Company A’s attempts on
stakeholder engagement is sharing of information through social media management, but
stakeholders prefer more interactive communication to feel more engaged.
Key Words: social media management; stakeholder engagement; globalization; critical realism
Overview
The abundance of available information through information technology (IT) resulted into
social awareness, hence the desire and expectation of people to participate in decision-making.
This kind of activism paves way to a new era in governance and management—the Stakeholder
Age (Contreras-Sweet et al., 2016).
Prior to Freeman’s stakeholder theory, traditional strategy frameworks centered on
managing organizations for stockholder interests. However, these frameworks failed to guide
managers in unprecedented levels of environmental changes. Freeman (1984) acknowledged that
such changes were caused by stakeholders, whom he defined as, “any group or individual who is
affected and can affect the achievement of an organization’s objectives”. Later on, he (2004)
redefines stakeholders as, “those groups who are vital to the survival and success of corporation”.
The purpose of organizations have moved from profit maximization towards the balance
between multiple stakeholder interests (Darskuviene & Bendoraitiene, 2014). However,
stakeholder management tends to be proactive only (Jeffery, 2009) because the organization aims
to negotiate only with stakeholders. It leads to the rise of stakeholder engagement (SE).
Bourne (2016) defines SE as “the various communication practices, processes, and actions
that an organization (or project team) must perform to involve stakeholders to secure their
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involvement and commitment, or reduce their indifference or hostility”. When stakeholders have
positive feelings towards the organization, they help in the achievement of these goals.
SE is a two-way process (Rosenberg, 2003). Not all companies engage with their
stakeholders in the same way. Also, not all stakeholders feel engaged despite the company’s efforts
to do so. Deetz (1995) developed a framework that categorizes SE:

Figure 1. Communication and information
typifications in stakeholder engagement (Deetz, 1995)
SE can be done through strategizing on how to inform and dominate over stakeholder
needs. Another way is asking for consent, where stakeholders are “enticed” to stay loyal. It can
also be through involvement by which the opinions of the stakeholders are entertained. Lastly, SE
can be extremely participative, where stakeholders are included in decision-making.
As illustrated below, the level of stakeholder engagement varies depending on the
stakeholders’ salience/capacity for influence and on the company’s engagement efforts.
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Figure 2. Levels of Corporate Stakeholder Engagement (Senge et al., 2000)
“As paradoxical as it sounds, one way to succeed in a highly competitive globalised
economy is to cooperate” (Svendsen, 1999). Involved stakeholders can help organizations by
providing solutions to problems, foresight to potential risks and opportunities, cooperation with
corporate actions, influence for the betterment of corporate governance, and positive image to
businesses.
Globalization and SE
Stakeholder relationships have drastically changed in the view of three dimensions
(Freeman et al., 2007) of globalization, enriched by Jensen & Sandstrom (2011). The first
dimension comprises of four macro changes, which are the liberalization of markets, the
liberalization of political institutions, the emergence of environmentalism and other societal
values, and the rise of IT. They bring nations closer together; with less boundaries, the business
environment widens, allowing more forces to affect and be affected by businesses.
The second dimension refers to new critical relationships developed, especially because IT
allows easier communication (Ardalan, 2011).The power of information inculcates a question
among businesses—who are the stakeholders in a global environment? People of various sociocultural backgrounds will be affected (Abuhashesh, 2014).
Lastly, the third dimension deals with the increase in stakeholder power to influence
business. Stakeholders utilize information technology, especially social media, to gain and share
awareness of their expectations on businesses. Given the new global business environment, the
demarcation of power relations will change, requiring more responsibility (Jensen & Sandstrom,
2011).
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Globalization is advanced through social media. At present, an organization’s strategic
advantages are now dependent on social media (Abuhashesh, 2014). Social media acts as a virtual
community without real-world limitations such as distance when communicating. Therefore, it can
affect businesses in several ways: competition with global businesses, increased brand awareness,
need for global communication strategies, avenue for market analysis.
Using Social Media in SE
The study of stakeholder management has several paradigms and orientations such as
ethics and corporate governance. Deetz (1995) said that stakeholder management is predominantly
based on a paradigm and orientation of information. However, an information orientation has an
underlying notion that stakeholders should be persuaded given the content that is already decided
and created. Thus, he proposed a communication orientation that “suggests that meaning is always
incomplete and partial, and the reason [I] talk with others is to better understand what I and they
mean” (p. 97). Thus, every time the organization gets in contact with the environment, several
processes and meanings are produced, reproduced, or changed.
Given this communication orientation, conducting SE activities has changed drastically
with the rise of social media. Social media is defined as “fundamentally scalable communication
technologies that turn Internet-based communications into an interactive dialogue platform”
(Montalvo, 2011). Social media has revolutionized communication, collaboration, consumption,
and creation in businesses (Aral et al., 2013).
Because social media allows different ways of interactions among stakeholders, Andersson
and Wikstrom (2017) illustrate these dynamic interactions into fully internal (employee to
employee), fully external (customer to customer or other outside stakeholders), internal to external
(organization to customer), or external to internal (organization to public). They must be managed
according to organizational branding and relationship management activities (Kaplan & Haenlein,
2010). These are only the most common because other stakeholders are still rising into power.
Causal Powers and Liabilities
The first emerging causal power is strategic social media management (SM). It is
understanding the audience’s motivations and behaviors in social media first (Esfahani & Johnson,
2018), then the formation of strategies to manage an organization’s social media capabilities (Aral
et al., 2013). Social media
Teece (2007) proposed the following process of SM, which shows how it can be an avenue
for SE activities:
1. Sensing opportunities, or the process of acquiring information about different
constituencies. It includes the process of developing social media purposes in line with
organizational goals, identifying the target market, gaining understanding about the target
market’s expectations, and exploring competitors.
2. Seizing opportunities, or the development of content based on the sensed opportunities.
The content should meet the needs and expectations of the target market. Hence,
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information must be segregated depending on the audience. Then, social media content is
developed to attract attention, to respond to queries, and to update information.
3. Managing threats, or the governance and maintenance of the sensed and seized
opportunities despite threats and crises. Thus, it requires being up-to-date with potential
threats, creating content in response to threats, and managing conversations around threats.
Another causal power is open innovation and co-creation (Hoffman & Lutz, 2014) among
social media stakeholders. According to Pedrosa (2009), collaboration paves the way to lower
costs, higher quality assurance and appropriateness, customized product or service experience,
new capabilities, and acquisition of social capital or knowledge.
The goal of open innovation is co-creation (Bhalla, 2014). Co-creative objectives include
at least one of the following reasons:
1. Generation, the solicitation and acquiring of ideas, suggestions, or designs from
stakeholders. Examples of generation are contests, open-ended appeals, and inputs in
online communities.
2. Refinement, the collaboration of company representatives with collaborators in order to
refine customer experience or to improve a product or service. Examples are gathering
feedbacks through online surveys, polls, and whatnot.
3. Creation, the development of a new product or service by collaboration of the company
and the stakeholders. One example is an art contest to be used as a design for a product.
While physical environments significantly impact such co-creative objectives, social media
is conducive for a more ubiquitous reach—allowing interaction and connectivity at a large scale.
Another facet is that online engagement results into a stronger offline engagement. It is
both a causal power and a liability. It is powerful in the sense that joining a social network
positively increases offline real-world physical activity (Althoff, Jindal, & leskovec, 2017). A
great translation of this phenomenon in a business context is increased sales as a result of online
advertisements.
Social media exposes the business to criticisms (Gafni & Golan, 2016). Online users post
consumer reviews, which are then distributed to several other users. A review’s influence defined
two constructs:
1. Influence on firms: Reviews affect the firms’ offline performance, especially because
negative ones are more impactful. Because [potential] customers’ opinions are influenced,
it can lead to a decline in sales.
2. Influence on readers: Reviews affect the readers themselves and other readers especially
in their willingness and purchasing decisions to consume a specific product or service.
Some readers post negative reviews in order to help others make informed choices.
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Social media posts, comments, and other forms of engagement translate into offline
engagement, wherein some customers, for instance, choose to boycott a product.
Motivations for using SM
The most prevalent theory for explaining the reasons behind the use of social media is the
Users and Gratifications (U&G) Theory (McQuail, 1994).
According to McQuail (1994), the main motivational needs behind media use are
information, entertainment, social interaction, and personal identity. Brandtzaeg and Heim (2009)
conducted further research, applying the U&G theory into modern social media use. Common
themes emerged and are ranked according to frequency:
1. New relations or opportunity to meet
new people;
2. Friends or way of contacting friends
and acquaintances;
3. Socializing or sharing of experiences;
4. Information about music, fashion,
trends, and other events;
5. Debating or discussions about
different information;
6. Free SMS or communication;
7. Time-killing;
8. Sharing/consuming
content
or
sharing photos and videos;
9. Unspecified fun;
10. Profile surfing;
11. Family or keeping in touch with
them;
12. Others (e.g. curiosity about other
cultures, self-promotion, etc.).
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When Brandtzaeg and Heim (2009) grouped these themes, their findings are correlated to
the U&G theory as illustrated below:
Table 1
U&G Theory and Findings of Brandtzaeg & Heim (2009)
U&G Theory

Brandtzaeg & Heim (2009)

Information

Information, sharing and consuming content, debating

Entertainment

Unspecified fun, time-killing, profile surfing

Social interaction

Socializing, friends, family, new relations, free SMS

Personal identity

Profile surfing, others

This study aims to identify latent themes in the purposes or motivations, and processes of
strategic social media management to be used in engaging stakeholders within a globalized
context. Henceforth, the following research questions are to be the bases of this study:
1. How does strategic social media management affect stakeholder engagement? These
questions require the answer to the following:
a. How do businesses conduct their strategic social media management in the stages
of planning, leading, organizing, and controlling?
b. How do businesses target their online and global stakeholders with the use of social
media?
2. What are the external and internal factors and/or motivations behind strategic social media
management?
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Figure 3. A Retroductive Explanatory Model on
Global Stakeholder Engagement (Aguilo & Daradar, 2019)
Methodology
This case study is about Company A, a Filipino go-to store for information and
communications technology (ICT) hardware products. Founded since 1990, it is recognized as one
of the country’s biggest and fastest growing resellers of products, such as notebooks, personal
computers, monitors, PC components, and the like. All products are from international and global
brands such as Asus, Apple, Lenovo, and Acer. Company A outsources digital marketing services
from Company B.
This explanatory case study is founded on the philosophy of critical realism (CR).
Constructs such as SM and SE can be observed and measured through key performance indicators
(e.g. number of likes and comments), but the core of SE is inducing stakeholders to harbor positive
feelings towards organizations. Also, communication practices in SM can be mediated by several
barriers, especially human perception due to varying definitions of engagement and varying
comprehension of messages. Nevertheless, SE is not purely subjective because the system of
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organizations and stakeholders opens SE to different causal mechanisms and conditions. CR
allows analysis of multiple levels of the phenomenon (Harre & Madden, 1975, 1996), leading us
closer to reality (Saunders et al., 2011).
Cross-sectional data collection methods include literature review for extensive data (i.e.
regularities of the theories), interviews for intensive data (i.e. deeper understanding of the
phenomenon), and archival documentation for impact analysis (i.e. effects of the phenomenon).
For interviews, the respondents are chosen based on the study by Andersson and Wikstrom
(2017) and out of convenience.
Table 2
List of Respondents
Respondent

Description

A

She is a junior social media manager and accounts specialist in Company B, a
digital marketing agency. She is hired specifically for the project of handling
Company A’s social media accounts (e.g. Facebook).

B

He is a customer of Company A and a social media user.

C

He is a starting lifestyle Filipino blogger who also constantly updates his
Facebook, Twitter, and Instagram accounts. He is a potential customer of
Company A as a consumer or as an influencer.

Letters are issued to the list of respondents above via e-mail; it explains the scope of study,
ethical assurances, and the invitation. Upon the respondent’s confirmation of receipt, the
researcher schedules an appointment for an interview. The interview questions depend on the role
of the respondent due to possible opposing opinions on engagement.
For abductive and retroductive analyses, the stepwise framework of Bygstad and
Munkvold (2011) is used. Afterwards, the theoretical framework is re-described accordingly.
Findings and Analysis
The Process of Strategic Social Media Management
Respondent A defines social media management as the digital marketing management of
a brand. In social media management, there are no physical products being sold as compared to
traditional marketing; it is mostly about brand reputation and interaction with the community. The
objective of social media management is to create effective campaigns by creating [brand]
awareness, creating a problem or sense of urgency, and creating a solution (product and/or service).
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She breaks down social media management into tasks, which she also describes as follows:
1. Content creation, or the creation and combination of words, artworks, and marketing
materials such as polls, quizzes, photos, and videos.
2. Community management, or the management of reviews, comments, likes, shares, and
whatnot.
3. Reputation management, or the interaction with people who give reviews.
4. Campaign tracking, or the controlling function that oversees the results of the marketing
campaign.
5. Analytics, or the generation of weekly or monthly reports.
Social media plans are done monthly. First, she considers the tone of voice. With Company
A, the tone should be strong and technical because people often discuss and argue on the comments
section of the posts over matters of price and specs.
Respondent A conducts research for content creation and graphic design. Their basis is the
global brands whose products Company A is reselling. The product name, specifications, and
pictures are often based on the online posts of those global brands. However, it is not always
effective due to the complex relationship between Company A and these brands. Some products
are released only in Company A; some are not.
Another important consideration is the audience. They have the right and the desire to have
the correct information especially about the products. She tailors campaigns according to the lead
generation, or targeted audience, by studying the buyer’s persona—the buyer’s characteristics,
preferences, potential problems, and the like. Company A’s customers mostly comes from the
population of males around 18-24 years old. Respondent A also checks competitors for
differentiation.
Most of all, Respondent A always considers Company A, her client, because she carries
the brand reputation.because brand reputation affects the entire company. Her mindset is that the
client can let go of them anytime because of the increased number of competitors (digital
marketing agencies) in local and international landscapes.
After have been designed and created, Respondent A is responsible for postings,
comments, and boosting. Company A is already in charge of some community management tasks
(e.g. chat and direct questions). Aside from the actual management of these accounts, Respondent
A also takes care of the client through continuous rapport, updates, and reports. The reports include
real-time data from Facebook and Instagram analytics.
In conclusion, Respondent A defines and measures engagement when people like,
comment, and share an organic post—a post that is not boosted. That would mean that people get
interested in the post or the brand itself.
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The Consumer Perspective on Engagement
Respondent B uses several social media platforms such as Facebook, Twitter, Instagram,
YouTube, Reddit, Quora, and Carousell. However, he uses Facebook and Instagram the most.
When interacting with brands or companies, especially with Company A, he mainly uses Facebook
to like, comment, and/or share a post or to inquire. He defines this as engagement.
For him, engagement evidently manifests when he personally feels excited about a
company’s product or service releases. He seems to incline and to promote collaboration between
brands and customers through polls.
When asked about his perspective on Company A, he said that its current social media
standing appeals to him because he is a “techy” person. The social media posts accurately shows
the specifications of the products he wishes to buy. He recalled a time when he bought a mouse
from Company A because of the information he acquired from social media platforms. That is why
he continuously checks Company A’s Facebook page for Razer products. He feels excited to be
informed about the product specifications, the comments of the people, and the reviews. However,
he feels frustrated over the increased prices and the availability of Company A’s products due to
their global partnerships.
Respondent B actively uses social media in dealing with brands because of the increased
power. He can raise his voice, gather voices with the same expression, and use that collective
action to call out businesses. Somehow, because globalization increases competition, local brands
tend to listen and to do more when facing customers in social media.
Brands and Bloggers: A New Way of Engaging Social Media Users
Respondent C is a starting micro-blogger whose niches are lifestyle, travel, and fashion.
He is not, however, directly affiliated with Company A. He is aware of the company and is a
potential customer of Company A.
According to a seminar he attended, he learned that brands prefer micro-bloggers than
macro-bloggers. If brands want to convey messages to a certain audience, micro-bloggers have
more specific niches, more time to engage, and more trusted by the audience.
For him, honest comments from bloggers are well-appreciated by brands nowadays. They
would rather have honest feedback than appreciation. Hence, brands prefer long-term relationships
with bloggers because they constantly try out new themes to avoid being stagnant.
He said he uses social media for interacting with companies because of its convenience.
Social media provides access to up-to-date information, especially for product and brand reviews.
He measures engagement by interacting with how they interact with you, such as replying or
reacting to their comments. Thus, he recommends that Company A can further its marketing efforts
in social media through bloggers whose niche is technology.
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Engagement Analytics
Below are the results of archival data from Company A’s Facebook page.

Figure 4. Facebook Page Likes and Post Engagement vs. Costs
Post Engagement is defined by Facebook as the total number of actions or interactions that
people undertake with the ad or post. It is “(an indication) that your ads are relevant to your target
audience, which helps your ads perform better. When people see ads that are relevant to them,
they’re most likely to interact with those ads” (Facebook Business, n.d.).Meanwhile, Page Likes
are engagement with the page, not just with the post.
Seeing the cost per result, the amount Company A has spent generated plenty of Page Likes
and Post Engagement. There is a decrease in Post Engagements; nevertheless, it is still a huge
number.

Figure 5. Post Engagement Breakdown
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This is the breakdown of one post’s engagement. The cost per post engagement is low. The Post
Engagements are relatively small as compared to the number of people reached. Nevertheless,
according to Respondent A, there are three page likes which is apparently a huge number for one
post already.

Figure 6. Facebook Audience
Facebook ads can be tailored according to the chosen audience. For Company A, they
chose the target audience as gamers in the Philippines with ages 18-55. Most engagement comes
from male gamers, ages 18-24.
Key Components
The first emergent theme is stakeholder engagement, whose sub-themes are post
engagements and page likes, offline emotions, tailored content, autonomy, and community
management.
The second theme is globalization comprising of complex product offerings and increased
power and responsibility.
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Next is social media management made up of strategic social media management, open
innovation and co-creation, stronger offline engagement, and increased tendencies for criticisms.
Discussion
The findings are compared with the proposed framework for re-description of the
phenomenon present in Company A.
Stakeholder Engagement
The communication practices, process, and actions Company A undertakes are done in
social media, especially through tailored content creation, community management, and reputation
management. The goals of engagement are secured involvement and commitment, and reduced
indifference or hostility. These “offline” emotions must be translated into something tangible and
online—Post Engagements and Page Likes.
Globalization
Because Company A is a reseller with an arrangement with global brands, the problem is
not with the market (especially since the main demographic concern is socio-economic status).
The concern is Company A’s product offerings due to complexity in the relationships with the
brands. There is also no significant and global presence because Company A is set to conduct
business in the Philippines only; its purpose is to make physical products more accessible to
everyone.
Nevertheless, there is still an increased power and responsibility towards stakeholders; both
co-exist with one another. There is power and responsibility towards the global brands, towards
Company A, towards bloggers, and towards consumers because of competition, complex
relationships, and heightened expectations.
Strategic Social Media Management
There is a level of strategic planning to Company A’s social media management through
the use of lead generation, the construction of buyer’s persona, the consideration of the
competitors, and the branding. Furthermore, it contains management functions because of division
of tasks and execution (leading), budgeting (organization of resources), and analytics (controlling).
Therefore, the structure should be broken down into the tasks identified by Respondent A: content
creation, community management, reputation management, campaign tracking, and analytics.
To further social media influence, Respondents D and E prefer to have interactive
dialogues with brands, especially in the identification of their preferences and in filing complaints.
Collaborations with bloggers also prove to be strategic for a brand.
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Open Innovation and Co-Creation
Two aspects of open innovation and co-creation seem to manifest more in social media.
The first is generation, or the solicitation of ideas and suggestions; the other is refinement, or the
collaboration to improve a product or service.
Through dialogues handled and maintained by social media management, there is cocreation especially through community and reputation management. When customers post
reviews, they become opportunities for the company to improve as the issues are being addressed.
Also, with social media influencers or bloggers, they prefer autonomy over their comments and
feedback. With this kind of collaboration with stakeholders, there is value creation.
Stronger Offline Engagement
Respondent A harbors hostility and secretly criticizes Company A despite online
engagement. Respondent D and E, on the other hand, check Company A’s social media accounts
for information to be convinced to buy from them. Their online engagement reflects in their offline
engagement, although there are causal mechanisms that significantly affect what kind of feelings
or influences are developed.
Causal Mechanisms
Identified causal mechanisms and their frequencies are as follows:
1. Information: present in all respondents
a. Convenience or easy access to information (through comments and reviews);
b. Making or helping users make informed choices in offline engagement
2. Entertainment (or the lack thereof): present in Respondents A and D
a. Lack of enjoyment;
b. Expectations for future posts and releases
3. Social interaction (or the lack thereof): present in Respondents A and D
a. Lack of social interaction or personal time;
b. Collective consumer power
4. Personal identity: present in all respondents
a. Identity as an employee;
b. Avoidance of humiliation or embarrassment;
c. Establishment of name [as a blogger].
Therefore, the more prominent causal mechanisms are information and personal identity,
but entertainment and social interaction remain significant. However, in connection with the
reviewed literature, using social media in engagement has either an information or communication
orientation (Deetz, 1995). The information orientation is the act of persuasion towards the given
content; the communication orientation is the interaction to gain or to give out information for
improving relationships. Fueled further by the number of product views and photo clicks, the most
prominent causal mechanism is information.
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Conclusion
The phenomenon of SE goes beyond being interactive, encouraging, inclusive, and agile
(Jeffery, 2009) when communicating amongst stakeholder relationships. Through archival data
and interviews, it is found that beyond social media’s Post Engagement and Page Likes, “offline”
emotions are what makes stakeholders engaged. When there are “offline” emotions, other online
and offline acts of involvement occurs. This is in line with the definition and purpose identified by
Bourne (2016). While Company A engages consumers and social media users that ensue
comments and discussions, there are still negative comments that occur. For Company A, SE
occurs only in the left quadrant of Deetz’ typification (1995)—information orientation through
domination and control—wherein SE activities are strategized to just inform and/or dominate
stakeholder needs. Thus, the maximum level of engagement for the external social media manager
is simply “being afforded some influence on decision-making”, while for other stakeholders,
“being told about decisions” (Senge, 1994). Considering Company A’s attempts at SE, Company
A aims to provide information to stakeholders in order to garner positive feedback.
The conditions brought about by globalization are complex product offerings (due to
complexity in the relationships) and intensified power and responsibility towards stakeholders.
Stakeholder expectations on Company A’s products are different with Company A’s current
product offerings due to agreements with the global brands, thus affecting the way social media
management is conducted and the customer perception of Company A. Unmet expectations further
aggravates power and responsibility. Questions of power, such as the identity and personality of
new stakeholders (Jensen & Sandstrom, 2011), are addressed by strategic aspect of social media
management (e.g. buyer’s persona). Issues of responsibility are also addressed by community and
reputation management. Company A provides the stakeholders some information about their
product offerings (e.g. specs, price) in order to manage threats.
Therefore, in this Stakeholder Age, businesses can utilize social media to revolutionize
their SE activities. Strategic social media management is broken down into content creation,
community management, reputation management, campaign tracking, and analytics—extended
components of the process described by Teece (2007). While they like to be informed, stakeholders
(even the social media manager) prefer more interaction and collaboration—not just in the
refinement stage of co-creation but also in generation and creation (Bhalla, 2014). In the
communication orientation, positive feelings and engagement will follow.
Delimitation and Limitations
Despite being a multi-level critical realist explanatory case study, this study particularly
explores Company A’s use of SM in connection with SE. It is focused on the process and
motivations behind SM and stakeholder relationships among other constructs (e.g. impact).
Concurrently, the conditions are set by globalization, which means Based on the following
parameters, the study is not applicable in other social media activities (e.g. interactions with
brands), other platforms (e.g. e-mail, website), other conditions (e.g. political conditions) and other
SE and offline activities (e.g. sales visit). Thus, the results of this study requires further research
1017 | P a g e

The 7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

and validation, especially of the causal mechanisms; until then, the retroductive framework cannot
be generalized for other companies.
Another issue is the sample. Due to time constraints, the researcher is only able to interview
three stakeholders, lacking a representative from Company A and a representative from Company
B’s content creator/s for a holistic study of all structures and mechanisms.
Recommendations
Due to the rise of power of stakeholders over businesses in this Stakeholder Age, more
studies should be conducted. The framework, especially the causal mechanisms and structures, can
be tested and further validated through quantitative studies. Meanwhile, qualitative studies can
further explore various conditions and definitions of SE. Critical realist studies can also apply this
as a case study of other companies for a more established framework.
Other methods aside from interviews and archival data are also recommended. For
quantitative methods, aside from questionnaires, experiments on content postings (e.g. polls) can
be conducted and measured. For qualitative methods, focus group discussions can be profound in
order to see the dynamics among different stakeholders.
Factors of interests for enrichment of findings can be age, gender, socio-economic status,
and frequency of social media use of the stakeholders.
Lastly, studies with a bigger sample would be recommended to explore different
paradigms. More interviews should also be conducted for more in-depth findings.
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Abstract
Despite the growing use of mobile game applications, revenue in-app mobile game
purchases remain relatively small in percentage. Little information is available on the motivation
of mobile game players to spend in-game applications. This paper explores the determinants of inapp purchases using the perceived value model in the context of mobile game applications. The
study utilized the response of 117 game players belonging to the smartphones-using group age.
Linear regression was used to determine the relationships of perceived values (playfulness, access
flexibility, connectedness, good price, and value for money) to in-app purchase intentions. Results
showed that only the rewards derived by mobile game players from playing the game were the
only factor positively affecting in-app purchase intentions. Future studies can further explore other
factors affecting the motivation of mobile game players in purchasing in-app.
Key Words
Mobile games; in-app purchase; purchase intentions; perceived values; Filipino gamers
Introduction
The Internet has changed our way of living from personal, social, economic, and political
aspects. It is one of the fastest evolving technologies. In 1990, the estimated number of internet
users was around 44 million (Roser, Ritchie, & Ortiz-Ospina, 2019). The numbers exponentially
grew to an estimated 4.54 billion users worldwide (“Internet Users Distribution in the World Mid-Year 2019,” 2019). Moreover, an average of six hours per day is spent by users on the internet.
Coupled with increasing internet users, mobile phone users have reached 5.1 billion users
by January 2019, describing a 67 percent penetration (more than two thirds) in the total population.
With more than two-thirds of the population owning mobile devices, smartphones have dominated
mobile technologies as they can perform day to day tasks with simple finger taps coupled with an
internet connection. Around 5.5 billion smartphones are in use around the world, growing the
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mobile application industry (Kemp, 2019). Common applications used in smartphones are for
emailing, communicating, web browsing, social networking, and online gaming.
Online gaming can be defined as a video game that can be played through the internet or
computer network. Online games are played through personal computers, game consoles, and
mobile phones by more than 2.5 billion gamers around the world. The increasing gamers around
the world generated a revenue of $152.1 billion, a 9.6 percent increase year on year. Mobile games
have the largest revenue accounting for 45 percent of the global market (Wijman, 2019).
Mobile games are preferred by many because they are convenient to use, portable to access,
and affordable to buy. More than 90 percent of the Google Playstore and Apple App Store apps
are free (Clement, 2019). App stores generate most of their revenues from in-app advertisements
and purchases. Because of this, game developers and marketers should know how to stimulate and
sustain customers in spending money in their applications.
Freemium is the combination of the word for “free” and “premium.” It is a business model
which offers customers free use of the basic features of the product but has an option to upgrade
to extended features at a cost (Gu, Kannan, & Ma, 2018). Online games allow users to play for
free but may attract them to buy additional items which can provide them an advantage during the
game. For example, Mobile Legends: Bang Bang is a popular multiplayer competitive mobile
game developed by Shanghai Moonton Technology. The game is composed of two opposing teams
with five players each whose objective is to destroy the opponent’s towers and bases (Khalid,
2017). In-app purchase in the game involves converting money to virtual diamonds as currency to
purchase new heroes, limited-edition hero costumes, and exclusive membership profiles.
Mobile games create 64.5 percent of their revenue from the in-app purchase, which comes
from ten percent of paying players. Despite the popularity of mobile games with the freemium
business model, only 1.6 percent of active players made in-app purchase in 2018, which is lower
than the 1.9 percent in 2017 (Swrve, 2019). This situation means that the majority of users do not
bring revenue to the business. The opportunity to convert more players to become spenders bring
an interesting research topic that will help game developers and marketers design strategies to
increase the revenue of the company.
Research Problems
Locally, the country was ranked number 29 globally in-game revenues equivalent to 354.2
million dollars in 2017 (“The Filipino Gamer 2017,” 2017). With this growing number, Filipino
gamers continue to increase with the penetration of internet yearly. This situation drives the need
to investigate the factors that affect in-app purchase intention. In-app purchases are important as
these are the sources of revenue of game developers and marketers. The study aims to identify
drivers that influence the in-app purchase intentions of mobile game players. The research will be
based on the study of (Hsiao & Chen, 2016), which investigated Taiwanese mobile game players’
purchase intention.
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As such, this research aims to answer the following questions:
• What is the relationship between mobile game players’ perceived emotional value in
terms of playfulness to in-app purchase intention?
• What is the relationship of the mobile game players’ perceived quality value in terms
of access flexibility to in-app purchase intention?
• What is the relationship between the mobile game players’ perceived social value in
terms of connectedness to in-app purchase intention?
• What is the relationship of the mobile game players’ perceived value for money in
terms of good price to in-app purchase intention?
• What is the relationship of the mobile game players’ perceived value for money in
terms of rewards to in-app purchase intention?
Scope and Limitations
This research utilized a survey that covered a period between July to August 2019, targeting
students and young professionals playing mobile games. The study includes three variables derived
from the theory of planned behavior (entrepreneurial attitude, social norm, and perceived
control). The study is limited to identifying the variables that influence in-app purchase intention
alone and therefore, cannot measure or correlate to actual actions. The study also employs a
purposive sampling method. As such, it means as an initial phase to test the significance of early
findings. The results of the study are not representative of the whole mobile game players. Thus,
further research employing more advanced statistical techniques is needed. The research mainly
uses cross-sectional data. These regression models are not to meant to be predictive. Instead, they
only serve the purpose of giving a better understanding of the factors that might explain in-app
purchase intentions within the selected population. Future studies can be conducted to expand to
a broader selection of respondents such as public or state universities in the country.
Review of Related Literature
The increasing number of smartphone users drives the growth of mobile apps. However,
revenue can be generated from app advertisements and in-app purchases. Several studies have
investigated the antecedents to purchase intentions and behaviors. Factors such as personality,
motivation, trust, and connectedness were expressed by several studies on online purchasing
intentions (Bosnjak, Galesic, & Tuten, 2007; Chou & Sharon, 2016; Van Der Heijden, Verhagen,
& Creemers, 2003; Wang & Chang, 2013).
A mobile game is a game played on mobile phone or tablet which requires little set-up or
auxiliary connections. With new affordable smartphone brands, mobile games continue to
dominate the gaming industry along with the increasing penetration of the internet. Online games
are increasingly becoming popular because it provides a system for social interaction leading to
pleasant experiences (Choi & Kim, 2004; Feijoo, Gómez-Barroso, Aguado, & Ramos, 2012).
Perceived Value
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Perceived value is the customer’s all-inclusive evaluation of the utility of a product or a
service depending on the customer’s perception of what is obtained and given (Zeithaml, 1988).
Several studies on perceived value as a function of purchase intention were done. For
example, the perceived value in e-commerce or online shopping highlighted the relationship of the
valence of the shopping experience, perceived product quality, risk, and price to perceived value
(Chen & Dubinsky, 2003). Wang and Chang (2013) identified the perceived availability of free
substitutes as a negative mediator of perceived value and purchase intentions. Satisfaction plays a
role in purchase intention, especially for app users (C. Hsu & Lin, 2015). Hsiao and Chen (2016)
investigated the constructs perceived value in in-app purchase intention in mobile games
considering game loyalty as a mediating variable. Further constructs can be explored to strengthen
in-app purchase intentions, especially for social mobile games.
Perceived value is the customers’ evaluation of the utility of goods based on their
perception of what is given and received (Lu & Hsiao, 2010). Price and quality are the frequent
concepts of values. The concept of price which is directly proportional to quality is too elementary.
Perceived value has been studied with different intention purchase. Personal traits, triple bottom
line business models, social awareness, and technology adoptions (Bosnjak et al., 2007; C. Hsu &
Lin, 2015; S. Y. Hsu, Chang, Lin, & Lin, 2018; Turel, Serenko, & Bontis, 2007) are some of the
aspects investigated under perceived value. The conceptual framework is based on the theory of
perceived value to determine the interrelationships between the identified constructs.
Emotional Value
Hsiao and Chen (2016) defined playfulness as the affective state of emotional value. The
more players derive enjoyment in playing online games, the stronger their motivation, such as
loyalty and payment intention (Wei & Lu, 2014). Playfulness refers to the enjoyment the user
perceives in playing the mobile game or in socializing with other players through the mobile game.
The more enjoyment the users derive from using the application, the stronger their loyalty in it.
This situation positively affects their intention to purchase (Choi & Kim, 2004; C. Hsu & Lin,
2015; Wang & Chang, 2013).
Performance/Quality Value
Performance refers to the perceived quality and the expected performance of the mobile
game. In this research, it refers to access flexibility where a user can engage in the mobile game
anytime without constraints of time or space (Wei & Lu, 2014). Past researches indicate that
accessibility affects purchase intention. However, the price still plays a stronger role in purchase
intention (De Carvalho, De Fátima Salgueiro, & Rita, 2016). Moreover, convenience has been
discovered to influence mobile use engagement (McLean, 2018).
Social Value
Social value refers to the social interactions and feeling of closeness experienced by mobile
game users. The optimal experience of the user can be achieved if users have effective interaction
1024 | P a g e

The 7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

in the system and congenial interaction with other people in the network (Choi & Kim, 2004).
Social connectedness was commonly observed in online social services (Grieve, Indian,
Witteveen, Anne Tolan, & Marrington, 2013).
Price and Rewards
Price is referred to as the sacrifice the customer experiences in exchange for a
product/service. Customers mentally refer to a standard price which is profound to them (Wang &
Chang, 2013). Customers may have different perception of price based on their willingness to pay
(Wei & Lu, 2014). Value for money and alternatives to paid apps affects purchase intention of inapp purchase (C. Hsu & Lin, 2015).
Moreover, the reward is another consideration for the price. Rewards refer to the benefits
that the user may obtain or go through while playing the mobile game. Usually, the longer the user
plays the game, the higher the virtual rewards. Rewards can be in the form of game points or virtual
money. These rewards provide a better playing experience for the user, which can result in
increased satisfaction and loyalty to the game.
Control Variables
Demographic profiles such as age, gender, playtime hours and mobile game experience are
added in the model to verify its effect on the purchase intention (Hsiao & Chen, 2016; C. Hsu &
Lin, 2015).
Theoretical Framework
The research will be based on the theory of consumption values (Sheth, Newman, & Gross,
1991). The framework discusses the five values which affect consumer choice behavior:
functional, social, emotional, epistemic, and conditional values.
Conceptual Framework
From the five values above, the functional value was seen as having a significant effect on
consumer behavior choice. Functional value may also refer to the qualities of the product in terms
of reliability, durability, and price (Sheth et al., 1991). Sweeny and Soutar (2001) further expanded
the functional value by developing a multiple scale item of consumer perceived value (PERVAL).
The PERVAL model evaluates consumers’ perception of the value of durable good at the brand
level, and it includes four value aspects: emotional, social, quality/performance and price/value
for money.
The PERVAL model was tested by Hsiao and Chen (2016) in analyzing in-app purchase
intention of customers in mobile games. Playfulness, access flexibility, connectedness, good price
and reward, and loyalty were among the constructs which were tested to predict in-app purchase
intention of gamers and non-gamers. These antecedents were classified according to the value
dimension of Sweeney and Soutar (2001). In this study, the researchers utilized the constructs of
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emotional value, quality value, social value, and value for money of Sweeney and Soutar (2001)
and operationalized it using the constructs of Hsiao & Chen (2016).

Operational Framework
This study is operationalized using a survey with a five-point Likert scale. The survey
served as the tool for gathering data amongst the chosen respondents. The researchers made use of
independent variables that were the determinants of purchase intention based on the theory of
consumption values. These independent variables were tested on the dependent variable in-app
purchase intention through correlation and regression. Figure 1 summarizes the operational
framework of this study.

H1
H2
H3
H4
H5

Figure 1. In-app Purchase Intention Operational Framework
Hypotheses of the Study
In line with the problem statement and objectives of the study, the following hypotheses
were formulated:
H1: Perceived playfulness positively affects in-app purchase intention in mobile games.
H2: Access flexibility positively affects in-app purchase intention in mobile games.
H3: Perceived connectedness positively affects in-app purchase intention in mobile games.
H4: Good price positively affects in-app purchase intention in mobile games.
H5: Reward positively affects in-app purchase intention in mobile games
Research Design
The effects of perceived playfulness, access flexibility, connectedness, good price, and
rewards on in-app purchase intentions were observed in this study. The design of the research is
causal-explanatory. Data collection is through communication style, and ex post facto study since
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online survey questionnaire was utilized to gather information from respondents. The data were
statistically analyzed by identifying the extent and nature of the cause-and-effect relationships.
The research utilized a quantitative cross-sectional survey where the respondents were asked to
rate their level of agreement with various statements formulated by established authors studying
in-app purchase intentions. Cross-sectional surveys are meant to capture the respondent’s
perception at the time of questioning.
Research Methodology
The questionnaire consisted of demographic information and personality questions related
to the independent variables identified. A five-point Likert scale with the extent of agreeing
(1=strongly disagree; 5=strongly agree) was used in the survey questionnaire (Hsiao & Chen,
2016). Purchase Intention was assessed through a 2-item scale. Purchase Intention was treated as
the dependent variable. Likewise, Perceived Playfulness, Access Flexibility, Connectedness, Good
Price, and Rewards were measured through 4, 3, 3, and 3-item questions, respectively.
The application of the Likert scale ranging from strongly disagree rated as one (1), to
strongly agree rates as five (5). Hsiao & Chen’s questionnaire originally targeted Taiwanese
mobile game players. As such, the researchers selected the respondents with the necessary
attributes to allow them to answer the questionnaire successfully. The researchers included
undergraduate students to the older millennials as almost all of them have smart mobile phones
with installed mobile games.
The researchers ran the survey through a Cronbach’s alpha pre-test to test the reliability
of the questions. The survey enabled the researchers to use linear regression models to identify
the statistical significance of each variable by measuring its p-value, as well as its degree of
influence towards academic entrepreneurial intent using its estimate score. Table 1 compares the
Cronbach’s alpha of the two studies using Jamovi. The Cronbach’s alphas of the constructs are
above .70 for all except for Access Flexibility which is .694, generally close to .700. We can,
however, accept this value since Access Flexibility has only a few items, making the construct
exploratory (Hair, Black, Babin, & Anderson, 2010).
Table 1
Cronbach's Alpha Comparison
Variable
Playfulness
Connectedness
Access Flexibility
Good Price
Rewards
Purchase Intention

(Hsiao & Chen, 2016)
Cronbach’s Alpha
.953
.894
.925
.838
.911
.957

(Blasa, 2019)
Cronbach’s Alpha
.924
.728
.694
.864
.746
.949

The survey questionnaire was distributed online through email among students and
working professionals. Several professors were asked to collaborate to increase the scope of the
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distribution of the questionnaire. The survey was also made available via Google forms in order
to reach those who were not given physical copies. Once the survey was completed, the data was
compiled in an Excel file for processing.
Results and Discussions
The researchers collected data via Google Forms. The total responses from the survey
distribution were 183, but only 117 were considered valid responses as there was a need to capture
the Gen Z and Millenials. A summary of the demographic profile is found in Tables 2 and 3.
Table 2
Demographics
Universe
Data Collection
Sample Size
Gender
Mobile Game Players

Millennial and Generation Z Mobile Game Players (17 to 33
Years Old)
Online survey
117 completed questionnaires received
Sample
Percentage
Male
76
64.96
Female
41
35.04
Mobile Legends
52
44.44
PUBG
12
10.26
Clash of Clans
9
7.69
Ragnarok
3
2.56
Others
41
35.05

Table 3
Age and Game Experience of Respondents
Mobile Game
Experience (Years)

Age (Years)
Mean

Playtime (Hours per
Day)

21.4

4.73

2.25

20

4.00

1.50

Standard deviation

4.15

3.74

3.32

Variance

17.2

14.0

11.0

16

19.9

24.0

< .001

< .001

< .001

Median

Range
Shapiro-Wilk p

Summary of Variables
The study was patterned after the study of Hsiao & Chen (2016), which featured a five (5)
variables and one (1) outcome model. This study focused on the five variables which are the
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antecedents to In-app Purchase Intention (A_PINT) such as Playfulness (A_PLAY), Access
Flexibility (A_TIMEX2), Connectedness (A_CONN), Good Price (A_PRICE), Rewards
(A_REW). These predictors were measured with the use of questionnaires made by established
researchers. Each variable was given a composite score by averaging the results of their
respective questions from the responses. Table 4 summarizes the statistics of each variable.
Table 4
Descriptive Statistics
A_PLAY

A_TIMEX2

A_CONN

A_PRICE

A_REW

A_PINT

Mean

4.18

3.82

3.82

2.81

2.97

2.56

Median

4.13

4.00

4.00

3.00

3.00

2.25

Standard
deviation

0.842

1.03

0.756

1.01

0.952

1.33

Variance

0.710

1.06

0.571

1.02

0.906

1.76

3.75

4.00

4.00

4.00

4.00

4.00

< .001

< .001

< .001

0.002

0.017

< .001

Range
ShapiroWilk p

The researchers averaged each question that was relating to the other variables per
respondents. After calculating the mean scores per respondent, the grand mean, median, and mode
scores were acquired. Based on central tendency shown in Table 4, playfulness has the highest
instance, although some of the indexes were moderately agreeing in terms of the antecedents of
purchase intention. The values derived are greater than three except for good price and game
rewards.
Correlations Analysis
The values in Table 5 show the relationship between Playfulness, Connectedness, Time
Flexibility. Good Price, Rewards, and In-app Purchase Intention. Variables with absolute r values
between .30 to .49 and .50 to .69 are low and moderately correlated. Moreover, p values of less
than .05 percent are considered significant. Those with significant and low correlations are:
Playfulness – Connectedness, Playfulness – Purchase Intention, Connectedness – Rewards, Good
Price – Purchase Intentions, and Rewards – Purchase Intentions. Among the variables, Good Price
and Rewards have the highest absolute r value, which signifies that they are moderately positively
correlated, r(117)= .533 and are significant (p < .001).
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Table 5
Correlation Table
A_PLA
Y
A_PLAY

A_TIME
X2

A_CONN

A_PRICE

A_REW

A_PINT

Spearma
n's rho

—

p-value

—

A_TIME
X2

A_CON
N

A_PRIC
E

A_RE
W

A_PIN
T

Spearma
n's rho

0.091

—

p-value

0.327

—

Spearma
n's rho

0.449

0.236

—

p-value

< .001

0.010

—

Spearma
n's rho

0.269

0.237

0.260

—

p-value

0.003

0.010

0.004

—

Spearma
n's rho

0.291

0.218

0.347

0.533

—

p-value

0.001

0.018

< .001

< .001

—

Spearma
n's rho

0.341

0.070

0.289

0.329

0.441

—

p-value

< .001

0.452

0.001

< .001

< .00
1

—

Multiple Regression Analysis
Tables 6 and 7 summarizes the regression results. The independent variables considered in
the model are Playfulness, Connectedness, Time Flexibility, Good Price, and Rewards while the
dependent variable is In-app Purchase Intention. Moreover, control variables measured are
Gender, Playtime Hours and Gaming Experience. The results indicated that the predictor explained
24.4.0% of the variance (R2 = .296, F(8,108) = 5.69, p < .001). It was found that Rewards (β =
.453, p =.003) significantly predicted In-app Purchase Intention, while Playfulness (β = .235, p =
.124), Connectedness (β = 184, p = .300), Time Flexibility (β = -.116, p = .313), and Good Price
(β = .172, p = .219) do not significantly predict In-app Purchase Intention. Considering the control
variables such as Gender, Mobile Game Experience and Playtime Hours, there are no significance
affecting purchase intentions. The regression equation for the model is as follows:
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In-app Purchase Intention = -.310 + .235Playfulness + .184Connectedness – .116Time Flexibility
+ .172Good Price + .453Rewards + .268GenderMale – .060Mobile Game Experience +
0.020Playtime Hours
Table 6
Model Coefficients
95%
Confidence
Interval
Predictor

Estimat
e

S
E

Lowe
r

Intercept

-.310

.69
4

-1.686

A_PLAY

.235

.15
1

-.066

A_TIMEX
2

-.116

.11
5

A_CONN

.184

A_PRICE
A_REW

Uppe
r

95%
Confidence
Interval
t

p

Stand.
Estimat
e

Lowe
r

Uppe
r

1.067 -.446

0.65
7

.535

1.54
9

.124

.148

-.041

.338

-.343

.111

1.01
4

.313

-.090

-.267

.086

.17
7

-.167

.535

1.04
1

.300

.104

-.094

.302

.172

.14
0

-.104

.449

1.23
6

.219

.131

-.079

.341

.453

.14
8

.159

.747

3.05
6

.003

.325

.114

.537

Male –
Female

.268

.23
7

-.202

.739

1.13
0

.261

.097

-.073

.266

Playtime
(Hours per
Day)

0.020x

.03
5

-.050

.090

.558

.578

.049

-.125

.224

Mobile
Game
Experience
(Years)

-.060

.03
1

-.121

.002

1.93
0

.056

-.168

-.341

.005

Gender:
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Table 7
Model Fit Measures
Overall Model Test
Model
1

R

R²

0.545

0.296

Adjusted R²
0.244

F
5.69

df1

df2
8

108

p
< .001

Figure 2 illustrates the results of the analysis.

Figure 2. Analysis Results of Mobile Game Players
Conclusion
The independent variables, Playfulness Time Flexibility, Connectedness, and Good Price
tested by Hsiao & Chen (2016) did not significantly affect In-app Purchase Intention of mobile
game players except for the Rewards players obtain for playing the mobile game.
Perceived value with the exception of rewards has low significance on the In-app Purchase
Intention. Under the emotional value, playfulness, or the enjoyment that is derived from playing
the game or playing with others do not affect in-app purchase intention. Players realize the
playfulness of the mobile game after testing and playing it. If the in-app purchase is for aesthetic
purpose only, such as free skins or unique characters, players may opt to enjoy the mobile game
through playing alone and will not intend to spend money perceiving that in-app purchase is a
waste of money.
Similarly, access-flexibility for quality value and the connectedness for social value which
the mobile game offers to users do not affect the players’ intention to purchase as they can utilize
the game even without paying. Players can access the mobile game anytime and anywhere they
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like, and they can connect with their friends and peers even without payment access. This result is
supported by the study of C. Hsu & Lin (2015) as they have discovered that app-users are very
much concerned with value for money. The freemium model of the mobile game is highly utilized
by users. However, for mobile games, in-app purchases are deemed unnecessary as they can utilize
the game for free without spending.
Nevertheless, in-app purchase intention is influenced by the player’s perceived value for
money. In this case, two constructs were considered for this perceived value which is good price
and rewards. Though good price does not significantly affect purchase intention, rewards for
playing the game such as virtual currencies or game points which can be used in the game
significantly affect purchase intentions. The results support Hsiao & Chen’s (2016) output. The
rewards that players obtain from mobile games make them feel actual advantages in the game.
This feeling leads them to spend more time playing games, and in the future may lead them to
purchase.
In conclusion, this study supported some constructs tested by Hsiao & Chen (2016). This
research utilized the PERVAL model from the theory of consumption values. The model explains
24.4 percent of the variance of in-app purchase intentions in mobile games which were higher than
the recommended value of 10% (Falk & Miller, 1992). Past studies have also indicated lower than
50% of the variance in purchase intentions as the customer’s purchase behaviors are hard to predict
(C. Hsu & Lin, 2015; Lu & Hsiao, 2010). However, with rewards as s significant determinant
imply that promotion should still be noted in considering the perceived value for many of the
players.
Recommendations for Further Studies
In January 2019, Filipinos spend the longest time on the internet at 10.03 hours per day
across the globe (“Internet Users Distribution in the World - Mid-Year 2019,” 2019). This growing
trend may lead to increasing mobile game players. This growth can be a future source of revenue
for mobile game developers, marketers, and service providers.
This study assimilated perceived values and mobile-game related factors in in-app purchase
which provided an understanding of perceived values relationships with only rewards identified as
significant to purchase intention. This study was able to see the determinants of in-app purchase
intention of Filipinos and found similarities with the results of the study of Hsiao & Chen (2016).
With limited determinants in the perceived values, game developers and marketers can think of
other strategies to maximize revenue for the freemium business model
With the limitation of time, the study can be further improved by increasing the number of
respondents, the addition of moderating variables and limitation in the types of mobile games. A
more systematic sampling method and from more diverse samples can be employed for future
research. Moreover, increasing the number of respondents allow better observation of these
determinants. Different mobile games also have different levels of playfulness and connectivity
that relates to purchases and their application in the mobile game. It will be helpful for future
researchers to explore other types of mobile game, such as competitive or cooperative playing.
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Other constructs such as game loyalty and satisfaction can be considered to check if this will lead
to purchase intention. Moderating variables such as personality or level of achievement in the
game may also be a good path for study. Perhaps culture with different income and lifestyle also
affects the determinants of purchase intention, particularly in countries whose population is
actively playing mobile games.
As mobile game players become engaged, they make mobile game playing a part of their
daily activities which sometimes lead to addiction. It may also be interesting to investigate the
ethical issues in marketing strategies that lead to increase in in-app purchases and at the same time,
lead to addiction to mobile game playing.
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Abstract
This research project explores the various factors that contribute to a successful set-up of
a Digital Business in the Philippines. The research employs a Case Study Method, under a
Positivist Philosophy. The factors studied were adopted from Dessyana and Dwi Riyanti (2017),
Groenewegen and Langen, (2012), Song et al. (2007), Hampel-Milagrosa, Loewe and Reeg
(2015), Zaheer (2015). These factors include: Innovation, Entrepreneurial Self-Efficacy, Products,
Consumers, Financial Aspect, and The Background of the Entrepreneur, with the latter four factors
being classified as “Other Factors.” Through the in-depth interviews with three (3) different
entrepreneurs/managers, this study was able to confirm the mentioned factors prior were an
influence towards their successful set-up and subsequent management of their respective digital
business. Such insights were obtained through a rigorous use of using Individual-level Logic
Modeling, Pattern Matching, and Cross-Case Analysis (Yin, 2014) to determine the common
themes and possible new insights when compared to the research’s Conceptual Framework from
the in-depth individual interviews. The result is that all indicated factors are consistent in the
context of the Philippines towards the supported literature and are present for a new digital
business formation.
Key Words
Digital Business; e-commerce; Entrepreneurial Self-Efficacy; Innovation; Digital Start-Ups;
Digital Start-up Ecosystem; Philippines
Introduction
The notion of Digital Businesses is a constant and exciting pursuit which many business
managers and entrepreneurs seek to attain for the prospects of new opportunities in the evolving
state of the business industry. Opportunities such as the new updates of technological equipment,
digitally-focused business models, better integrated digital platforms for the benefits of one’s
customer base (Chaffey, 2015). Digital Business is a broad concept encompassing all business
activities and integrating core traditional business processes digital mediums. Digital Businesses
typically include strictly digital-only entities and existing traditional business practices and
operations that have been digitally transformed (Lopez, 2014).
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Digital Business offers a wider range of processes, varying from marketing, supply chains
to financial management. The digital aspect alone allows disruption and adds more efficient means
to the core elements involved in the various business systems. Digital and Technological facets
fosters ways to create new values and opportunities for businesses and their customers (Dörner
and Edelman, 2015). For some businesses, they have simply adapted or digitally transformed their
businesses. For example, if a business already managed to have digital elements in their business,
but remained a physical form of their business, that type of business is classified as a brick-andclick. Although, this is considered to be a digital business, since most of their operations and
customer interactions are done through a digital medium, it is simply an expansion over the
traditional brick-and-mortar business model (i.e. H&M, Adidas) (Medium, 2017).
The two terms, Digital Business and E-Commerce, are interchanged by people. They are
vastly different from one another, but their cores are similar. E-Commerce, short for electronic
commerce, is the specific part of the broader whole of digital business. It is the most commonly
used platform by the public as it is the go-to process of buying-and-selling of products and/or
services through a paperless exchange in the Internet. The main purpose of e-commerce is the
business’ central transactions towards any party that it deals with, specifically their customers or
third-party suppliers, as long as it is mediated through a digital platform of choice. E-Commerce
is not only limited to the transactional exchange of tangible products, but also to services like
customer support, information, and other digital-based items, as they too are part of the scope of
e-commerce (Chaffey, 2015; Bhalla, 2017).
Chaffey (2015) also discussed the existence of decade-long companies, which have
digitally transformed their businesses into creating a better and innovative company that has driven
them to long-term high successes and benefited from new opportunities and competitive
advantages. Examples such as Amazon, which was previously a brick-and-mortar book company,
have digitally transformed their business (i.e. from traditional to fully-automated digital), their
present state is already considered to be a digital business and a new separate entity from their
previous state. A prime example of a digital disruptive process, similar as to how fully focused
digital businesses were first started-up in building their business like Google or eBay.
The Department of Information and Communications Technology of the Philippines
(DICT) released their latest document published in 2015 titled, Philippine Roadmap for Digital
Startups - 2015 and Beyond, detailed a long and short-term strategic plan which supported the
need for the development of several digital startup businesses in the country. The purpose of which
is the means of possible economical growth and the creation of a digital startup ecosystem,
alongside the vast community of Philippine Startup Businesses. The Philippine Government
promotes more opportunities for digital innovation in the country for the benefit of upcoming
entrepreneurs and businessmen, as well as the goal of finding innovative solutions towards
society’s pressing issues and utilization of available resources in the country.
It is evident that the digital startup ecosystem of the Philippines has been growing in the
past few years since the publication of DICT’s Philippine Roadmap. An article in Entrepreneur
Philippines (Subido and Landingin, 2018) has featured the current status of the Digital Startup
Ecosystem, highlighting the Top 50 of the Revenue-Generating Startup Companies in the country.
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It is shown that there is a significant amount of progress towards the creation of many business
startups, growing three times from the initial 100 startup businesses from the DICT’s Roadmap
and supported by the PwC Philippines’ 2017 Philippine Startup Survey. The Government and other
organizations’ see fit to assist several up-and-coming startups and provided efforts to sponsor
startup and digital business conventions to support them. Additionally, local investors funded
venture capital to future startups and availability of learning workshops. Workshops and seminars
discuss several trends, lessons and topics that opens up the confidence in individuals (experienced
and new) to start their own digital businesses.
The existence of Business incubators has potential key partnerships with international
networks and exposing several startups to international investors and a possible global expansion.
Globalization is a prevalent phenomenon and the presence of digital businesses creates more
opportunities in the country that it started in, expanding the market range and international and
domestic connectivity between a business and its customers, and driving towards potential
innovative ideas (Kuepper, 2018; Collins, 2015).
Despite positive elements that have occurred during the progression of the growing the
ecosystem of Philippine Digital Startup Business, there are looming risks and threats of a business
failing or becoming stagnant as a functioning new business entity. This research project aims to
determine and explore particular business-related factors that is highly considered by many
entrepreneurs and business managers before starting-up a new digital business and achieve the
desired successful outcome in the Philippine market.
The research question in this study is, “What are the important factors that an
entrepreneur/business manager should consider for setting-up a successful and maintenance of
their Digital Business?”
Review of Related Literature
Digitalization is considered as a business’ innovative concept as it influences the general
business activities and allows the disruption their previous strategies for the long-term benefit of
the digitally-inclined present. Matzler et al (2016) defines digitalization as the combination of
different kinds of technological and digital means (i.e. cloud-based software, big data handling
etc.) in a business setting, providing opportunities to create new products and services,
improvement on a business model incorporating digital means, a process which can happen from
start-up beginnings or mid-transformation of a traditional business. A successful digitalization
would depend on the organizational capabilities and existing resources as they would react to every
significant change of digital essence towards the systematic change for organizations in any
industry (Teece, 2018).
An increase in work efficiency, employee satisfaction, decreased lead-time and costs of
production, and an optimized operational performance are examples of benefits from
technological and digitalization changes (Loebbecke and Picot, 2015). Despite the benefits, both
existing and new businesses are faced with the challenges of the digital medium, notably the rapid
technological changes and the complexity of managing customer preferences, in which their tastes
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are defined by constant trends in the growing market. Those challenges creates pressure to
companies to critically look into their current strategies and business models to drive them to adapt
to the growing demands and competitive advantages or find new or on-going business
opportunities to implement into their system (Johnson, 2018).
Lerch and Gotsch (2015) stated that when the context is applied to a corporate setting, it is
challenging, especially of the organization size. They acknowledge that innovation is a cause of
the rapid change of technology and the assistance of machines towards a task, but some people are
unsure on how to incorporate new technology into their business.
From a strategic perspective, technological opportunities is great and when business
managers/entrepreneurs sees that opportunity, they wouldn’t hesitate the chance to use it and the
effectiveness would depend on their knowledge on technology and business. It is quite vague at
times as to how digitalization would affect the current business model of an organization (Mezger,
2014).
The general knowledge of a business model is described as the “foundation” of a business
organization (Teece, 2018), or simply defined by Michael Lewis as, “how you planned to make
money.” (Lewis, 1999; Štefan and Richard, 2014; Ovans, 2015).
Innovation could generate new interactions with a business’s customer base and their
employees due to being digitally-connected, with daily analytics bringing in new insights which
influences business decisions (Kiel et al., 2016; Kagermann et al., 2013). New start-up
entrepreneurs would have an advantage over their established, traditionally-focused competitors
in the growing digital economy. Traditional businesses would have to go through a digital
transformation, resulting in a system-wide restructure due to external change factors and societal
value of digital disruption and incorporation (Unruh and Kiron, 2017). By contrast, start-ups would
adapt fewer things, instead of having to restructure their entire business. Replacing obsolete
models is constant due to the refinement of digital integrations (Linz et al, 2017; Matzler et al,
2016).
Rachinger et al. (2018) learned that the majority of their respondents said that digitalization
proved that it had “disrupted” the flow of any business industry and company behaviors reflected
on how their products and services are offered. The disruption was a holistic influence to the
business environment and the consumer’s mindset as the value of digital mediums was realized.
The prospect of a fully-digitized business came with a new wave of younger entrepreneurs
possessing the necessary abilities of technology and digital means during their early to mid-stages,
as compared to their older counterparts. The owners of huge corporations and smaller
establishments have positive reactions towards a digital-focused business, as its values can
potentially reflect on the kind of management, innovative decisions, and products/services they
would deliver through a digital medium. It is challenging as any new updates would still have an
impact towards the future of the business.
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Linz et al. (2017) found that the growing customer base’s mindset is the main driver behind
the digitalization of all businesses. It’s important that companies’ managers should have prior
knowledge of the Internet before establishing their digital business (Fleisch et al., 2014).
Start-up success may depend on the business model and business practices (Spender et al.,
2017). It is usually seen that younger entrepreneurs react well to the emergence of the development
of innovative, digital businesses. Their interests begin as a result of the peak of the Internet and
modern technology, capable of granting opportunities to Generations Y & Z entrepreneurs
(Coleman, 2016).
The study of Dessyana and Dwi Riyanti (2017) dictates that the founder/entrepreneur’s
experiences in the field of business are a part of their success factor for a establishing a digital
business. The products and services, target market, financial status, and their capacity for
innovation are also taken into consideration as contributing business factors. The entrepreneur
plays a huge role for determining the successful outcomes. The decisions and business
commitments connects to their inner desires. Their characteristics, such as their educational
background and business experience, are possible connections in relation to the start-up success of
their digital business (Song et al., 2007; Hampel-Milagrosa, Loewe and Reeg, 2015; Zaheer, 2015).
Kinias (2013) mentioned that the Educational Background serves as the important
determinant and starting point for entrepreneurial motives. The educational life provides essential
knowledge for the business industry. At least 50-90% of the time, the work experience produces
ideas and insights for a new business (Bygrave, 1997; Vesper, 1996, as cited in Kinias, 2013). The
Background of the Entrepreneur provides a “knowledge-based view” towards a new start-up
business (Kinias, 2013).
One of the most considered factors for business performance is the ability of the
entrepreneur to exhibit self-efficacy. Bandura (2011; based on his original work in 1978) defined
self-efficacy as a psychological belief where an individual’s abilities has the chances of
successfully performing a task to meet their desired goals. When an entrepreneur possesses high
self-efficacy, they tend to work harder and face obstacles that the business faces. Increasing the
likelihood that they will succeed in the business’s long-term. Self-efficacy laid the foundation to
another concept, Entrepreneurial Self-Efficacy (ESE). Chen, Greene, and Crick (1998) generally
defined the basis of ESE, integrating the meaning of self-efficacy with entrepreneurial duties and
business responsibilities.
The causal relationship of ESE to digital business performance is defined by the value of
ESE, which is determined by the Six Core Dimensions of ESE, developed by Noble, Jung and
Ehrlich (1999): (1) the confidence/risk-readiness to face challenges that the business and
entrepreneur would meet, (2) the belief in the ability to create new products, (3) obtain/perceive
market opportunities, (4) the ability in the creation of innovation in the existing market, (5) creating
meaningful business relationships with investors [Networking], and (6) the confidence to procure
critical business resources.
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Another factor contributing to a successful set-up of a digital business is Innovation.
Potential new and unique ideas from an entrepreneur can lead to a successful business. Innovative
examples can be solutions to society’s issues or a response to current trends. The importance of
innovation is connected to an entrepreneur’s long-term goal of business expansions, developing
products and services and the attraction of new customers.
Michael Kirton’s Adaption-Innovation (KAI) Theory (1976) serves as the basis for
measuring a person’s innovation rate, following from the concept of Cognitive Thinking. His
theoretical model indicates that there are three elemental factors: (1) Originality, (2) Efficiency,
and (3) group-conforming, determining a person’s overall innovative behavior. The KAI
instrument serves as the basis if a person is an adaptor (adaptive) or innovator (innovative).
Dessyana and Dwi Riyanti (2017) mentioned that innovation can flourish when the
entrepreneur has the skills to use technology before establishing a digital business. There are many
seminars that can foster skills on developing one’s business to instill confidence for other
entrepreneurs to build their business and skill learning. Innovation is not only limited to ideas, but
also the business processes. It can be shown if a business manager/entrepreneur handles the
creative process of operations and other business-related activities that would produce uniqueness
from the current business environment and a creative standpoint of a business (Burkus, 2013).
Entrepreneurs have expectations to meet during the digital business establishment, those
expectations can be classified as other success factors (post start-up), the “return” gain to receive
once there is progress in the business.
The other business “success” criterion factors that are identified (Groenewegen and
Langen, 2012): (1) Financial Factor, (2) Customer Factor and (3) Product Factor. These are
considered as the “success” of the business, if the consumer’s needs has been fulfilled, the
product’s/service’s quality can be reflected towards the business’ income rate and potential
increase of target consumers, encompassing their expectation factors (Phonthanukitithaworn et al.,
2019; Quain, 2018).
Business Success commonly uses financial measurements (return of investment, sales
increase) (Masuo et al., 2001). Most common criteria entrepreneurs used to define their successes
includes financial rewards, firm performance, personal fulfillment, and workplace relationships.
These kinds of “business success” criteria can be defined as sources of entrepreneur motivation
(Wach et al., 2016, as cited in Angel, Jenkins and Stephens, 2018).
The research of Dessyana and Dwi Riyanti (2017) studied the factors of Innovation and
ESE on whether or not they had a level of influence towards the start-up success of a digital
business. Their respondents are from Generations Y & Z and are open with the digital and
technological incorporation to their daily lives. The majority (81%) of their respondents in their
sample scope have a major in Information Technology (IT) and Computer & Information
Management Systems. Meanwhile, the element of entrepreneurship or had a business experience
is around 62.7%, both conditions of the respondents of the study meets the essential experience
for a digital start-up founder.
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Most of them started the business as an independent, but later in the business hired
employees. The other half of the respondents had a team from the beginning of the business. The
majority of digital start-up entrepreneurs are at a point on how to increase revenue growth and
customers, business maintenance and seeking business expansion opportunities. Their respondents
had established their digital businesses as e-commerce, which they’ve either created a website or
joined an existing e-commerce platform (i.e. Amazon, Alibaba, Lazada). Mostly, the respondents
have the tendency to have a online service business, (i.e. Marketing (Social Media), consultancy
firms (I.T. Assistance), software services (third-party outsources), or educational web-services.
The largest group of respondents has a digital business catered to the mobile phone demographic,
specifically, application development of games, utilities, socials, entertainment, business etc.).
Dessyana and Dwi Riyanti’s respondents ween keen on their respective products and “technical
skills.” Because of that, they tended to adapt theories and strategies that were executed by other
entrepreneurs or experts in the business field.
There are Four Main Types of E-Commerce (Bhalla, 2017): (1) Business-to-Consumer
(B2C), the most common type of E-Commerce, (2) Business-to-Business (B2B), (3) Consumerto-Consumer (C2C), and (4) Consumer-to-Business (C2B). All of them exhibit direct electronic
interactions between the business and its customers, varying by context, since nowadays online
transactions became the norm, due to accessibility and simplicity of a dynamic purchasing
experience.
The validity for the instruments (ESE and KAI) used by Dessyana and Dwi Riyanti are
considered to be usable, reliable and valid according to the analysis method of Cronbach Alpha.
Therefore, their questionnaires can be valid in determining the correlation between Innovation and
Entrepreneurial Self-Efficacy towards the successful start-up of a digital business.
The results of their study lead to this. The innovation score of the chosen respondents was
moderate, meaning between or a combination of (innovative and adaptive), with the latter having
the most results. When broken down, the entrepreneurs used innovative thinking, as they would
have ideas towards the existing society problems that were deemed interesting. That was during
the early start-up stages of their digital business, throughout the life-cycle of the digital business,
the entrepreneur looked for better areas of change and other business dealings done by other
experts in a similar industry of their digital business that may benefit the business in the long-run,
taking those insights and applying it in their business, hence, adaptive thinking. The results showed
the study’s respondents possessed the two factors of innovative thinking. For the innovation
factors, their gathered results are not that much different from other data gathered by other
researchers in this specific area of study.
ESE score was also moderate, meaning that their ESE indicates that the entrepreneurs have
the basic skills, knowledge and had business experiences before starting up their digital business.
Almost all of the respondents and their digital business are successful and they’re able to maintain
profitability for the long-term in a competitive business environment they were established in.
Innovation and ESE, the two independent variables of the study of Dessyana and Dwi
Riyanti (2017), have little study of their correlation of these two variables towards the successful
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digital business set-up. Most research done and published on these two variables were the subject
of “possible” predictors for the successful business set-up, but leaned over to a character study of
an entrepreneur/business manager. The researchers used multiple regression analysis for
measuring the influence of Innovation and ESE towards a successful digital business set-up. The
results from the researchers testing the influence of the two variables towards a successful set-up,
it showed that:
⚫
⚫

ESE proved to have a real positive influence to the business set-up.
Innovation demonstrated a positive correlation, but considered not significant to the overall
relationship.

The ESE factor is a significant determinant for contributing to the successful digital
business set-up. There are two scores for ESE: high and low self-efficacy (Gist, 1987; Chen,
Greene, and Crick 1998; Zhao, Seibert and Hills, 2005).
A high self-efficacy demonstrates risk-readiness to try new things when it comes to making
business decisions. They have the confidence to make decisions that would benefit business
growth (i.e. development of products/services, meeting with prospecting investors etc.) and
managing challenges and business opportunities. A score of low self-efficacy may take risks for
their business, it is rarely done. They are hesitant, thus, afraid of making decisions. They would
imagine potential losses, instead of thinking the benefits. Often times, they are already
comfortable with the current state of their business and not mind the competitive business
environment.
Despite the multiple regression analysis indicating a positive correlation towards the
successful business set-up, Innovation is not that significant when looking at it as an influential
factor. Innovation Thinking does not equal a successful digital business, however, innovation can
be used in the context of post-start-up long after the few months of business operations. The reason
for a person to start-up their digital business is their sole idea of innovative means within a chosen
area of industry that their business’s foundation is built upon (Seibert and Zhao, 2006;
Brandstätter, 2011). This does not mean that they should disregard innovation thinking entirely,
some entrepreneurs build and gather knowledge, such as strategies that have been successfully
executed.
There are recurring findings by many researchers when it comes to the supporting factor
of ESE towards a successful digital business set-up, as indicated by the multiple regression analysis
of Dessyana and Dwi Riyanti. Many researches have similar findings to ESE as a factor for
successfully setting up a business, digital or not, that the higher one’s self-efficacy, the better they
can manage all the activities and tasks involved in the business: business growth and performance
improvement (Herath and Mahmood, 2014). Innovation was simply a psychological factor that
defines a successful entrepreneur’s characteristics. In terms of a creative business standpoint, it is
not a factor that will contribute to the business successes. Rauch and Frese (2007) found that
innovation is used as a factor for measuring characteristics of employees for utilizing their creative
thinking capabilities. Innovation is an open-ended factor, even if additional research was done on
that subject matter alone. The global scope of technology equals to an amount of rapid changes,
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which is why the digital business environment is highly unpredictable and competitive. Innovation
can thrive in this kind of state, although open-ended, and requires an exploratory route for
innovation as a factor contributing towards a successful digital business set-up.
Dessyana and Dwi Riyanti’s study concludes that ESE is a contributing factor to a
successful digital business set-up, especially when one possesses a high ESE score. For supporting
ESE, there are workshops and services that provide practices for any entrepreneur willing to startup a digital business. Sharing of knowledge from established businessmen can increase the success
rate and confidence of the entrepreneur of their skills and capabilities. The entrepreneur should not
disregard their Innovative factor, as it is needed for the creative ideas for developing the business’s
future. Innovation was instead deemed as a supporting and intellectual factor for the business’
operations. It would come in during the initial and post-start-up business stages for the purpose of
continuous improvement and adapting new trends and uncertain external factors (York and Danes,
2014).
The entrepreneur’s abilities, knowledge and confidence towards the business activities is
one of the key factors to have a successful business set-up. The higher the ESE is, the higher the
success of a business start-up. An entrepreneur should always be mentally-active and confident,
possesses the essential business knowledge for a level of success, while Innovation would come
at a later time (Dessyana and Dwi Riyanti, 2017).
Methodology
Research Philosophy, Approach, and Methods
This research study utilizes a Positivist Philosophy, in regards to the overall principles that
governs the entire study’s process. A Positivist Philosophy is commonly used in research,
sometimes referred to as the “scientific method. ” (Phillips and Burbules, 2000)
Researchers within a Positivist mindset tend to look at or obtain observable and
universally-known laws, phenomena, or causal relationships, despite some having proven truths,
turning them from a generalized perspective into specific (and simple) elements that forms a
hypothesis, which is usually emanating from existing theories, as long as it is credible data, with
the goal of further adding new insights to the theory (i.e. laying the foundation for further research)
(Phillips and Burbules, 2000; Saunders, Lewis and Thornhill, 2012; Creswell, 2014). The
researcher should be “neutral” when approaching the entire process of this research, meaning that
the personal values of a researcher must be separated from the research itself to avoid any biased
data (Crotty, 1998; Saunders, Lewis and Thornhill, 2012).
Although this research project is centered around a Positivist philosophy, the researcher
would have unique answers during the semi-structured interview. The researcher managed to craft
initial questions per each of the self-assessment questionnaire (See the Data Gathering Process
below) that is aligned with a Positivist. There would be some unique follow-up questions,
depending on the respondents’ self-assessment questionnaire answers, but upon the process of the
in-depth interview, the researcher ensures the main questions be relayed similarly for all
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respondents for consistency framing (Pham, 2018). The researcher would still practice separating
his own personal biases to maintain the “objective” stance of the research (Saunders, Lewis and
Thornhill, 2012).
A Qualitative Approach is used for the gathering and interpretation of the data in this
research study. The gathering of new insights from a concept related to the specific phenomena
was studied in a new setting, building a new theory upon existing theories, which were produced
and concluded from entirely qualitative or quantitative approach mindset (Creswell, 1998;
Williams, 2007).
Qualitative is primarily exploratory, as this research seeks out the application of existing
theories’ factors that are contributing to a successful Digital Business formation in the
Philippines. Qualitative research highlights a specific phenomenon from the participant’s pointof-view, providing the research with in-depth details due to being involved in the actual
experience (Creswell, 2014). A Qualitative Study is exploratory by default and it follows through
to the processes of collecting and analyzing the data for the purpose of the research (Whitehead,
2013) itself by arriving to the narrowed-down topic, with additional support from the Review of
Related Literature. Although the topic and some factors were studied in the West and some
countries in Asia, there’s little research applied to the Philippine context. Thus, this research
would help develop new insights into this topic and potentially lay the foundation for further
larger-scope research (Kohlbacher, 2006) in the Philippines.
A Deductive Approach is also used in this study, complementing the principles of a
Positivist philosophy. Despite having numerous researchers claiming that the deductive approach,
regardless of applying a Positivist philosophy, should be primarily in a quantitative form, it is not
mutually exclusive for a qualitative method that is partnered with a deductive approach for this
intended research study (Pedraza, 2017). The data collection in a deductive approach tests and
evaluates the formulated theory’s intended conclusions to be true or false, as long as the premises
are true (Saunders, Lewis and Thornhill, 2012; Validity and Soundness, n.d.). For the qualitative
method, when a Positivist is used, it explores a particular phenomenon, one that has been studied
vicariously or little-known about in another environment, revealing new insights that may add or
contradict the otherwise proven and established theory (Pedraza, 2017).
The formulation of this specific topic for the research project, the researcher already
performed a deductive approach. As the conceptual framework and research question was derived
after the researcher read numerous literature reviews and the overall design process of collecting,
data analysis and possible conclusion, which would either prove or disprove the new insights and
theory (when studied in an environment that hasn’t been studied that much) from the existing
theory (Saunders, Lewis and Thornhill, 2012).
Creswell (2014) best defined a case study method as an in-depth exploration of a specific
phenomena or an event within the emphasis of a real-world perspective. Case studies are bounded
within a given period of time, which is reflective on the process of data collecting within the
research method (Yin, 2014). The kinds of processes and methods involved in data collection and
analysis include: interviews, questionnaires, surveys, direct/participant-dependent observations,
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and archival research (Williams, 2007; Saunders, Lewis and Thornhill, 2012). Therefore, this
research study meets the necessary criterion for an applicable method.
Since the research question of this study is primarily type of a “what” question, it is a
justifiable for an exploratory study. The “what” type of question can encompass any method
(survey, experiment, and a case study) which is usually known to be relation to the category of an
exploratory case study (Yin, 2014). An Exploratory Case Study may stem from the particular
interests of what to explore by the researcher (Zainal, 2007).
Research Limitations & Delimitations
The research delimitations are the limited timeframe given to the researcher for the study.
Thus, the current scope of the study was influenced to lessened for the convenience of the
researcher. And the research is based in the Philippines only, as the researcher chose to explore
this specific area of study.
The research limitation is the results of the findings cannot be readily generalized, but can
be used for potential theory building. And the fact that some surfacing of the factors needs further
study.
Data Gathering and Archival Process
The respondents of this study are the owners, entrepreneurs, or a business manager of a
Digital Business in the Philippines. The conditions that were used during the process of selecting
the desired respondents for this study are: (1) the business should have started and operating at
least approximately 4 months and (2) within the criterias of a Digital Business (fully digitally built
from the start or have digitally transformed the business). The researcher used a convenience
sampling, where the intended respondents were chosen on a matter of availability and access by
the researcher, given the limitations of the timeframe and mid-ranged budget. The total number of
respondents chosen is exactly three (3) people that met the necessary conditions and criteria for
this study.
The primary source of data would be from the one-on-one research interview done in two
stages with the desired respondents. Because of the scope and breadth of the study, it did not
require a three-part interview, based on the research questions and this could be sufficiently
supported with two interviews. Nevertheless, the researcher still sought the chance for a third
meeting (interview) to which all three respondents expressed that they could not provide any more
time. However, this is not technically consistent with Seidman’s (2006) approach, but in terms of
the coverage of the research question of the study, it is sufficient enough to meet the indicated
criteria.
In the first part of the two-stage interview, the researcher used a self-assessment
questionnaire, which in itself is a type of descriptive research, which will be the main basis for the
in-depth interview in the second (and last) stage of the qualitative method in this study. The
researcher utilized an existing questionnaire using the research instruments of Entrepreneurial
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Self-Efficacy (ESE) and Kirton’s Adaption-Innovation Theory, as used in the study of Dessyana
and Dwi Riyanti (2017). The questionnaire was divided into three sections, the first section
involving Innovation (KAI) consisting of 31 questions/statements, the second section involving
(ESE) consisting of 24 questions/statements, and the third section involving on the Other Factors.
Four (4) main questions [Financial, Customer, Products, and The Background of the
Founder/Entrepreneur] and each main question having a sub-set of questions that are related to
each factor under Section Three. The researcher decided to include The Background of the
Founder/Entrepreneur into the “grouped” third variables of Other Factors, as these four factors in
question are considered to be “miscellaneous” or have not been given a specific name/title, thus,
the researcher grouped the Background of the Founder/Entrepreneur together with the “Business
Factors” by default. The self-assessment questionnaire, with the informed consent of the
respondent, would be distributed to the respondents via a link to a Google Forms survey through
the usage of e-mail and social media chat box (i.e. Facebook Messenger) in advance,
approximately between 4 - 15 days (2 weeks) before the commencement of the set interview date.
The accomplished questionnaires would be collected within 48 hours of the sent e-mail and social
media chat box.
In the second part of the two-stage interview, the researcher used interview (follow-up)
questions for an “in-depth” exploration based from the self-assessment questionnaire that was used
in the first stage. The interview would be done in a semi-structured manner with the timeframe
lasting for a duration of 1.5 hours (Seidman, 2006) in a single sitting. The data gathered from the
interview will be done both via audio-recording, with the respondent granting verbal permission,
and note taking. All recordings and notes from the three (3) respondents shall be stored in a digital
format (one in the mobile phone, one in the desktop/laptop, and one on a cloud [the researcher’s
Google Drive]), with multiple back-up copies. The audio recordings would be transcribed after the
interviews with the researcher utilizing Google Documents for transcribing all three audiorecorded interviews. The transcripts would also be stored in the same manner, as with the raw
audio recordings and notes, and printed out in physical format for the additional back-up.
Analytical Methods for the Data Results/Findings
First, one of the analytical methods that the researcher will use to analyze the in-depth
interviews is the Logic Model. According to Yin (2014), the Logic Model contains the relationship
of cause-effect patterns, portraying them in a sequential basis of defining certain variables. This is
the main principle of using a Logic Model. When used as an analytic technique, it is emphasized
as to how it works and applied when looking at certain types of events. These said events are to be
empirically-based towards the application to theoretical implications. This study would use
Individual-level Logic Model, which is a type of Logic Model that best suits the analysis of each
in-depth interview per the study’s respondents (Yin, 2014). Because of the Qualitative methods
used in this study and analyzing predictors and causes, the researcher would analyze how the
narrative of the respondents fits into a Logical Flow leading to their Digital Business establishment
and successful set-up.
Afterwards, Pattern Matching was used where in the researcher would compare the
respondents’ individual Logic Models, the major findings of the study, towards the Conceptual
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Framework (Yin, 2014). Lastly, a Cross-Case Analysis was done to look at the common themes
and new insights (Yin, 2014) that have been derived from the respondents’ results from the Pattern
Matching and critically analyze the Conceptual Framework and RRL.
Findings & Analysis
Pattern Matching
Please refer to the Tables & Figures for the constructs from the Conceptual Framework
Individual-Level Logic Model per respondent.
I. Innovation
A. All respondents had the same insights and consistent in their Adaptive Practices. The
respondents would apply their gathered insights to their own business in a different way. Their
collective inputs during the interview define the general knowledge of adapting to the market. This
insight is aligned with the Innovation variable, as it is defined in the researcher’s Related
Literature.
Examples: Look at other competitors (brands and businesses) and their operations and
how they do their various business activities.
◼

Respondent 2’s Adaptive Practice was influenced through his Internship Experience,
fostering his practical attributes (insights) that is essential to the foundation and
activities of his digital business. This answer is an Adaptive Practice.

◼

Respondent 3 expanded on the thoughts of her own Adaptive Practices, as she
considered the Limitations of the internet speed in the Philippines, due to the
respondent operating an Online Service.

B. All respondents mentioned their Innovative Practices, but their responses vary by
context:
◼ Respondent 1’s Innovative Practice as being a “Sole Entrepreneur.” His digital
business has been operating for 7 years and the immense growth of capital garnered
within those years (beginning to present), shows that the respondent is innovative in
terms of “business practice.” He further explained that the type of business he
manages, e-Commerce, and industry in which the business is catered to, usually has
2 - 3 people involved in the creation and maintenance thereafter. Still, the respondent
has his own initiative and reasons why “Sole Entrepreneur” is his innovation of his
business.
◼

Respondent 2’s Innovative Practice as “Shirt Design (Product-Oriented).” Similar
to his Adaptive Practice, the main innovation is his product design and purpose of
being unique from his competitors. The shirt/s design are original inputs due to the
respondent’s business capabilities. The respondent also took inspirations for some of
his shirt designs from other “streetwear” brands; the market of the other brands
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(competitors) of Respondent 2’s business are some from a niche market of streetwear
clothing, which are mostly Filipino-based owners and customers, similar to his
business. Creative thinking was also applied to his business, a part of innovative
practices.
◼

Respondent 3’s Innovative Practice is the “Institution itself and its services.” The
respondent mentioned that her organization and its Online Service provided better
services for its target market and it being vastly different from other educational
competitors in the Philippines. Additionally, a partner of the organization, which is
an official international institution, provided the foundations of the organization’s
Online Service.

C. The respondents were asked on their initial ideas before their digital business formation.
(i.e. the process/reasons behind their ideas for their business.)
◼

Respondent 1 was saving money for a job offered in Canada, almost becoming an
OFW. To do that, he sold Playstation products on the side to earn money (Early
Stages of his business). His employer, who was assisting him for the Canadian job,
gave no updates for a year, leading the respondent to drop out and decided to continue
his side business, full-time. The Process of building his business will be fully
discussed in the Other Factors construct as it connects to this construct.
Later on, Respondent 1 switched to selling Nintendo products. Switching product
orientations is under the Innovation construct, as it demonstrates an Innovative
(Business) Practice and a creative way of growing his brand and target market.

◼

Respondent 2’s ideas came from a college project. He and his group were tasked to
do a Corporate Social Project and the project idea lead to the foundation of his digital
business which centers on the Philippine culture of the Baybayin language.
The respondent also mentioned the project’s platform of choice being Social Media,
and the primary platform of his digital business. “Social Media is the easiest platform
to bring out the word to everyone else. There was no other option but social media
to advertise.”

◼

Respondent 3’s ideas came up during the Digital Transformation of the business,
leading to an Online Service, as the business existed in the educational industry and
is traditional by default. The ideas leading to the Online Service were this:
➢ Gathering ideas through (customer) student inquiries/suggestions.
➢ Analysis of External Opportunities: Technological and Digital
Advancements. A direct quote from the respondent, “We already
experienced the student’s needs for it because we get inquiries about it and
also with technological advancements, that is the reason one of providing
another type of service in education.”
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➢ Target Market Opportunities: New Type of Students; Working or have
families but have a desire to get a College Degree and/or want to have a
career. The Respondent mentioned this opportunity, “There are individuals
who are working or have families already but they have not finished college
and they want to have a career. So this is a very good opportunity for them.”
➢ Market Demands: Meeting the students & parents needs of Quality
Education. “We first tried to understand the student’s needs and also the
parents. The parents want quality education and I know (they) also want
lower tuition fees.”
➢ (Paradigm Shift) Online Service’s market: For those wishing to apply for the
Online Blended Learning in the respondent’s digital business, they
recognized the value of Online Learning. “Online is less expensive to deliver
so that’s the reason why it became one of the factors and it satisfies the
demand of some students. Other parents don't like online, but many are now
recognizing the value of online,” Respondent 3 said.
D. The respondents were asked if they took inspirations from new ideas/trends in the
market or well-known business people’s advice, turning them into insights. This question is
classified as their “Source of Inspiration” connecting to their Adaptive Practices.
◼

Respondent 1 went into his business with his initiative and people skills garnered
from his previous job experiences. This insight highlight an aspect towards his overall
business activities which would be discussed in the Other Factors construct as to
how it connects to this construct of Respondent 1. “I wasn’t reading and I didn’t
actually knew that I was actually good at talking to people and selling them stuff. As
a chef, I had interactions with other people, because when you work in a hotel, you
are basically in front of people. Somehow, you have to interact with the guests.”

◼

Respondent 2 took inspirations from the market, his educational background in
Marketing Course, and gathered insights from his Internship Experience, as
previously mentioned in the Adaptive Practices. “I interned for one of those ‘big’
brands that I took inspiration from and had an advantage while being an intern there.
I asked all the designers on what and how do they conceptualize the designs they
have on the shirts. I learned a lot from their advice and the process of getting their
design.”

◼

Respondent 3 confirmed she took inspirations from new trends and advice from
business people.
She explained that there are newer technologies to be use and researched on the
current status of Online Education. In the U.S., online education has been firmly
established while the Philippines is still in its early stages, giving the opportunity on
her digital business’s Online Blended Learning to be a first, big-scale establishment
in the country (Transnational Educational Service).
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The Respondent also mentioned the Development Timeline of the Online Service.
The process took a total of six years [2 Years of Planning, 2 Years of Content
Development, and 2 Years of Pilot Testing/Initial Launch & Opearations
Establishment]. This factor may be related to her (current) low risk-appetite, because
when one has a lower risk-appetite, the aspect of being more calculated appears. This
connection process will be further discussed in the Entrepreneurial Self-Efficacy
and Other Factors constructs and how it connects to this particular construct of
Respondent 3.
II. Entrepreneurial Self-Efficacy
A. The respondents were asked to rate their risk-appetite, a part of the Conceptual Framework’s
ESE construct. All three have reasons behind their rating.
◼ Respondent 1’s rate was 5, which is the highest in terms of being risk-ready to the
business.
His reason for his high risk-appetite is the funding of his business. Almost all of his
funds gets cycled through the business, which counts as his earnings and a means of
personal fulfillment. He added that the procurement of stock is more important than
selling, alluding to the buying-and-selling market of his business. That kind of
attitude emphasizes his confidence and engagement as a sole entrepreneur, defining
his overall ESE.
◼

Respondent 2’s rate was 3, which in between “playing it safe” and “being risk-ready.”
His reason for his rating is due to pre-visualizing the potential outcomes. He will
pursue the decision, depending on the outcome reward/s, indicating of his careful
decisions, implying his risk-appetite and confidence. He also learns from the mistakes
of his competitors (retail, clothing areas), stating that, “Learning from other people’s
mistakes in their own business can be a learning thing for me. When I was doing my
OJT, since I am specialized in Marketing, my boss told me insights about the mistakes
that they did, costs, sometimes they produced all of these designs and they couldn’t
sell it. I just reflected on those areas of their businesses.”

◼

Respondent 3’s rated hers in two different ways.
Her (current/present) risk-appetite was 3. The reason for which is her current
management and leadership for the Online Blended Learning, “If I want to take risks,
but only if I think that the advantages are so compelling. But I am a very cautious
person.”
She also discussed the nature of her market analysis, “If the customers are becoming
less, I find out why and see if I can change. I am not going to continue something that
is going downhill, unless I can find out why, if not, I am not going to push it.” The
respondent remains optimistic for her business, but she describes herself as more of
a Realist and Practical person.
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The researcher asked her rating of her (past) risk-appetite to which she rated it as a 5.
This insight will be further discussed in the Other Factors construct and in the
New/Additional Factors & Insights of the Study, under the Cross-Case Analysis
section, as to how it connects to this particular construct of Respondent 3.
B. The respondents were asked to indicate their biggest milestones that may have contributed to
their confidence and self-efficacy to the business. All respondents provided their own respective
answers, but still met the criteria of the ESE construct of the Conceptual Framework.
◼ Respondent 1 was earning Php200,000 from his initial capital of Php10,000. The
existence of the capital will be discussed in the Other Factors construct.
◼

Respondent 2 was the expansion of network and market range. The respondent
explained this milestone choice, “Interacting with other people is really hard when
you start your business and then you want to build a network. Reaching out is a hard
thing to do to other owners. You shouldn’t limit yourself to just talking to people that
I know and then I’ll tell those people to tell the people that they know about the brand.
You have to step out of that mindset. You need to be confident enough to step out of
that and start tapping a new market. One thing that boosted our confidence with our
brand is when we got invited a Rappler event. We saw it as an opportunity to start
talking about our business.” Networking is also a factor under the ESE construct.
The respondent also gave small milestones throughout the business’s life-cycle,
namely: Product Variety Growth, Partners/Sponsors establishments, bazaar
attendance, and increased online foot traffic.

◼

Respondent 3’s milestones are: ISO Certification, publication of graduating student’s
research, introduction of the MBAs, established key partners for the Online Service,
and the Senior High School track. She also mentioned that networking is another
aspect to consider and a part of her milestone for the benefit of one’s digital business.
Other milestones that the respondent mentioned, which is related to the Online
Service and the digital business: the development and establishment of the Online
Blended Learning, and content development for the online service (lessons, modules)
from traditional to digital. While the respondent affirmed that these specific
milestones are not her personal milestones, these milestones were shared and
achieved by the respondent and the company she leads and manages.

C. The respondents were asked on where they drew their confidence for their digital businesses.
Their Source of Confidence varies per context.
◼ Respondent 1’s Source of Confidence is similar to his biggest milestone. The number
of transactions drew the respondent to jumpstart his digital business. Additionally,
there’s a sense of Motivation, meaning that his digital business’ earnings were more
than his previous “minimum wage” earning from his time as a chef. The financial
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gains will be further discussed in the Other Factors construct and how it connect to
this aspect of Respondent 1.
◼

Respondent 2’s Source of Confidence is when he got his first orders and transactions
after 2-3 hours of posting on his social media platforms. Just like Respondent 1, the
number of transactions drew the respondent to his own business.

◼

Respondent 3’s Source of Confidence was the organization’s strategic plans and
target quotas. Specifically, the Target (Goal) Quotas, would be getting more students
for the Online Service and maintaining a good track record with their key partners
for the quality service promised for their customers.

All the respondents experienced almost the same type of confidence. When the respondents
were able to sell and meeting sales goals, they feel more confident in their business. Respondents
1 & 2’s Source of Confidence came about during their initial stages of their digital business, while
Respondent 3’s started in the middle of her Online Service’s establishment (Pilot Testing).
III. Other Factors
A. The respondents discussed their own business models. When broken down, it affirms the factors
of Products, Customers, and Financial within the construct, which makes up a business model.
The definition of a Business Model comprises of these three factors, as stated in the Review of
Related Literature. They are tangible factors that are the core of the business functions. The
researcher treated the Business Model as an integrated concept of all these factors, excluding The
Background of the Entrepreneur/Business Manager.
To see the Strengths & Weaknesses of each respondent’s business model, please refer to
the Tables & Figures.
◼ Respondent 1’s Business Model is: e-Commerce (Buy-and-Sell; 2nd-Hand Nature),
Video Game Industry. Platforms of the Business: Social Media (Facebook)
◼ Respondent 2’s Business Model is: e-Commerce (Made-to-Order), Retail (Clothing)
Industry. Platforms of the Business: Social Media (Facebook & Instagram), other eCommerce site (Lazada)
◼ Respondent 3’s Business Model is: Online/Virtual Service, Education Industry.
Platforms of the business/service: (Learning Management System) - MyLab [a
platform from the organization’s key partners] and Google Classroom. The Online
Service’s platforms are focused on a “Blended” element and a robust quality, as
described by the respondent.
Respondent 2 mentioned that the participation in a bazaar event for the purpose of
garnering additional sales and exposure. Although this decision is not a digital endeavour,
the attendance of the bazaar was an after thought of the respondent and one of the earliest
decisions to expand the business’ network and expose “traditionally-minded” customers
to the digital business’ platforms. Also, the respondent gathered insights from the bazaar,
such as the implementing an Inventory Management System to the business model’s
Made-to-Order system and increasing marketing/financial efforts.
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Respondent 1 & 2’s business models benefited greatly due to online selling existing on
social media and being mobile. They both mentioned the element of advertising timing
on social media and managing the algorithm’s active users.
B. The respondents were asked on the factor of The Background of the Entrepreneur/Business
Manager. Their answers comprises their Educational Backgrounds, Business/Work Experience
and achievements.
As stated earlier in the previous two constructs, there is a connection of this factor towards
their business endeavours.
◼

Respondent 1 mentioned that he was a chef and during that time, he developed
“People Skills,” due to him always talking to the guests. Confirming job experience
as one of the factors that contributed to his digital business.
Since the respondent’s previous job was a chef and Culinary Major as his educational
background, although not related to business management and subject matter of his
business, the researcher considered his background as a prime development of the
respondent’s skills, capabilities, and business experience.

◼

Respondent 2 majored in Marketing, confirming Educational Background as one of
the factors of developing his skills and theoretical learning for his digital business.
Additionally, his job experience has a connection to the respondent’s digital business
management. As mentioned in the previous two constructs, his internship was
repeatedly highlighted and one of the major influences to implementing his business.
His internship experience connects to his Innovation and Adaptive Practice and riskappetite. Most insights came from the internship experience, supported his creative
thinking and inspirations, thus confirming this construct.

◼

Respondent 3 explained her entire background prior to being President of her
organization and establishment of the Online Service (digital transformation of the
education service).
Educational Background: Master’s Degree in Politcal Science & Doctorate Degree
in Business Administration; with a specialization on Human Resources
Job Experience: Keypunch Operator (Entry-Level), Director and VP of Human
Resources in a hospital in New York, Consultant for SISFU (prior position before
her promotion as the President of SISFU)
The respondent is heavily experienced in the business industry, although not
exclusive to the industry of her Online Service, and managing a corporation. These
answers confirms the construct.
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C. The respondents were asked to choose which of the four factors indicated in the Other Factors
construct is the most important factor to consider first before starting-up a digital business. All
respondents have varying answers and reasons and as previously indicated in the previous
constructs that some of their choices may have connections to their Innovation and ESE constructs
relating to their successful digital businesses.
◼

Respondent 1 said that the CUSTOMERS factor is his most important one. He
furthered mentioned, “You need to know your target market. If you know what they
like and do not like and what’s convenient for them, you would be able to determine
what products you can sell. Your customers are more important, eventually the
product will come and from there you just adjust, little by little.”
The respondent was also able to confirm the Financial factor was part of the creation
of his digital business through savings and separation pay from his previous job.
Hence, the existence of the Php10,000, as it became the initial capital leading to his
Biggest Milestone and Source of Confidence. Also, his successful relationship and
excellent reviews on his Facebook page to his customers was due to his positive
reputation, the way he interacted (personal-like conversations), and transparency.

◼

Respondent 2 also said that the CUSTOMERS factors is his most important one. A
direct quote from the respondent, “You have to know that most of your customers are
now in social media, do their purchases through Lazada, Shoppee. That’s basically
my mindset, to be able to reach your customers, you don’t make them come to you.
I’m mostly on Instagram and Facebook, because that’s where most of my customers
are and the easiest to reach them.”
Respondent 2’s reason is similar to Respondent 1.

◼

Respondent 3 said that the FINANCIAL factor is her most important one. “Normally,
you would try to understand the needs of the customer so that you can sell. After
finding out the need, you are going to develop or obtain the product. You cannot have
a go of this unless you have money, even if you have the most gorgeous or saleable
product.” For the respondent, without the Financial aspect, everything else cannot be
produced or supported.
The respondent also mentioned a significant return of investment after the high
development costs of the Online Service, again highlighting the Online Service’s
Finance. After many improvements and feedback, the customer base grew and
positively used the Online Blended Learning program.

Possible connections of Respondent 1 & 2 choosing CUSTOMERS factor is because of their
respective background prior to their businesses: Respondent 1 was a Chef and developed
“People Skills” and Respondent 2 is a Marketing Major and developed skills and insights of
creating online foot traffic and customers engagement. Both backgrounds supports the idea of
primarily catering to customers.
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For Respondent 3 choosing FINANCIAL factor was also her background influence revolving
around Administration duties and dealing with Finance throughout the majority of her working
career.
All respondents have varying answers and reasons of choosing their emphasized factors and
supports a successful set-up of a digital business, confirming The Background of the
Entrepreneur/Business Manager.
Cross-Case Analysis
1. The respondents have shown consistency of possessing both Innovative and Adaptive
practices (thinking) under the Innovation construct. Confirming Dessyana and Dwi
Riyanti’s study on this aspect and theories related to the Conceptual Framework of the
Study.
2. The respondents’ business models, under the Other Factors construct reflects on the
mentioned variables in the Conceptual Framework, specifically of their characteristics
and creation of their digital business (Pre and post start-up).
3. The respondents’ Source of Confidence, under the ESE construct, were situated within
the business activities itself. For Respondents 1 & 2 was business transactions and for
Respondent 3 was meeting target quotas and managing quality for the service’s
customers, which influences business transactions.
4. The respondent shared a lot of inputs and emphasis on ESE. Of all the constructs, ESE is
consistently with the Conceptual Framework.
The respondents have strongly confirmed the role of ESE, as evident by their responses
and present in the Pattern Matching section of the ESE construct. It is found that there are
common themes, supporting the ESE construct.
5. In the Framework, the researcher discussed how Innovation is an independent variable
that supports a New Digital Business Formation. All respondents have mentioned the
Innovation’s role, some of their insights, as indicated in the Pattern Matching, confirmed
it. Although their Adaptive Practices were also mentioned, some of which were more
highly focused on as compared to their Innovative Practices. These two aspects confirms
the Conceptual Framework and Dessyana and Dwi Riyanti’s findings, which their
respondents having similar results of a combination of Innovative and Adaptive Thinking.
6. The Other Factor construct confirms their inclusion in the Conceptual Framework, as
highlighted in the Pattern Matching. The respondents have their respective choices of the
most important one to consider prior to a New Digital Business Formation and their
reasons stemmed from the previous two constructs and the Other Factors.
New/Additional Factors & Insights of the Study
a.

Age
Respondent 3 mentioned multiple time in the interview that Age is an influence to her
risk-appetite capabilities. This is a new (and unique) insight from Respondent 3, as it
appears that when the respondent got older, the risk-appetite became less of an influence.
Regardless, the respondent’s risk-appetite still confirms the Conceptual Framework. The
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respondent became less inclined to do certain business activities of her Online Service.
The researcher assumed that this finding suggests that the older one gets, the risk-appetite
decreases. When the respondent was younger, she took up many working opportunities,
providing some implications and plausible correlations between her Age and the business
capabilities of the respondent.
b.

Area of Interest
Other findings that came up from the Interview phase is the factor of Area of Interest as
one of the drivers that boosted the ideas of the entrepreneur to create their digital
businesses. Respondents 1 & 2 possessed this factors, based on their respective
interviews, as it appeared that their areas of interest helped bring the foundational aspects
of their businesses.
Respondent 1’s Area of Interest is gaming as a hobby, while Respondent 2 is Graphic
Design, which is something that stemmed from his Educational Background. Both
respondents gave interesting insights towards the creation of their digital business, albeit
not aligned with the Conceptual Framework.

Conclusions & Recommendations

1.

2.

3.

Conclusions
The ESE variable is present with all three respondents and is consistent with the Conceptual
Framework and other studies related to that variable. All of them exhibit High ESEs which
contributed to their successful set-up and management of their digital businesses. (Positive for
the successful set-up of a digital business).
The Innovation variable is also consistent with the Conceptual Framework and other studies
related to that variable. The respondents have confirmed the role of Innovation to the process
of setting-up their digital businesses, but later relied on Adaptive means after establishing their
businesses. Confirming that Innovation is a supporting factor and Adaptive Thinking is mostly
used for the long-term of the business and that most entrepreneurs or business managers
possess a combination of both factors. (Positive as a support factor of the post set-up of a
digital business and a primary factor for long-term goals).
The Other Factors variable is also consistent with the Conceptual Framework and other studies
related it. The respondents provided their individual insights which supported each factor as
a contribution to the establishment of the business, their own psychological and tangible
means, and first priority before and after the set-up of the digital business to result in a
successful digital business. (Positive for the successful set-up of a digital business, including
the Business Model of each respondent’s business).
Recommendations

1.

Age [Maturity, Demographic] of the Entrepreneur/Business Manager would be a new area for
future studies. It may be assumed that Age is a part of the Background of the Entrepreneur,
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2.
3.

4.

however, its implication is different and an area for future studies for Age capabilities towards
a digital business.
Area of Interest would be a new area for future studies on its possible correlation to an
establishment of a digital business.
The Business Model was discussed by all respondents, therefore the Business Model would
be a new separate factor for future studies. It is recommended that the Business Model factor
would be studied in-depth.
The study was limited due to the time given for the study. Thus, the researcher only a chose a
handful of convenient respondents for the study. It is recommended to conduct a research with
a larger and revamped scope of the study to produce a more generalizable conclusion and
updated data for future efforts of improving and providing more opportunities of the Digital
Startup Business Ecosystem of the Philippines.
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Customers’ perception and attitude toward the usage of
Chatbots: the case of Philippine hotels
Shaira Marie S. Ibas
Shaddai Lactao
Reynaldo A. Bautista, Jr.
De La Salle University
reynaldo.bautista@dlsu.edu.ph

Abstract
The aim of the study is to determine the factors that influence the attitude of the customers
towards the use of chatbots when booking or inquiring for a hotel accommodation. Given this, the
proponents used explanatory research design to analyze whether perceived usefulness, perceived
ease of use, perceived risk, enjoyment, and attitude towards use and behavioral intention to use
chatbots utilizing the Technology Acceptance Model (TAM) as the framework. Results have
shown that the path analytic model partially supports the hypotheses. Specifically, perceived
usefulness, perceived ease of use, and enjoyment have positive and significant effect on the attitude
towards the use of chatbot. Moreover, attitude towards the use of chatbot has a positive and
significant effect on the behavioral intention to use chatbots. This research contributes to the
understanding of the acceptance of the usage of chatbots, particularly in the hotel industry. Given
the conducted analysis, to entice customers to use chatbots, the application should be useful, easy
to use and enjoyable. This study added to the literature related to TAM and chatbots. Most of the
studies in the past that used TAM as the theoretical framework were about online shopping, online
banking and new mobile applications. This time, the theory was applied to a new technology that
is being used by businesses in customer service and a tool for their e-commerce platforms.
Key Words
Chatbots, Technology Acceptance Model, Structural Equation Modeling, Hotels

1063 | P a g e

The 7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

Research Parallel Session O: AIMDLSU Case Writing Workshop 2019
Cases

1064 | P a g e

The 7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

The Circle Hostel: Going Full Circle on Sustainability
Raymund B. Habaradas
Jonna C. Baquillas
De La Salle University
raymund.habaradas@dlsu.edu.ph

Synopsis
“We believe in the power of community.”
This was how Julio Jose Gabriel Gonzalez, one of the owners of The Circle Hostel (TCH),
envisioned the eco-hostel to become. Gonzalez wanted a business that is circular, with more than
just revenues as its purpose. While on a backpacking trip in Southeast Asia, he found a business
model that he thought can be used in the Philippine setting. He wanted to offer affordable
accommodation where guests can freely interact with each other.
Key Words: sustainability, sustainable tourism
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Show Me the Money
Alvin Neil A. Gutierrez
De La Salle University
alvin.gutierrez@dlsu.edu.ph

Synopsis
The year was early 2000 and it is that time of the month again, as Vinnie walks in the
isolated streets of the business district of Taguig City, (now known as Bonifacio Global City) with
a bag full of money amounting to half million. It’s a risky thing to do since inside the bag is the
pay of 100 employees dialing in the operations floor 2 kilometers away from the main office of
the call center he is working at.
Key Words: Call Center Industry, HR Practices, Case Study, Compensation & Benefits, Job
Design
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If Eats. More Fun in the Philippines:
Can Apag Marangle Stand Out?
Joy Anne Evaristo
Ma. Cristina Naguit
Holy Angel University
jaevaristo@hau.edu.ph

Synopsis
The teaching case investigates on the factors that marketers should consider when they are
in the midst of finding their competitive edge and needs to battle an impending threat. This paper
is a case about Apag Marangle. It describes the forthcoming threat of a promotional slogan of the
Department of Tourism, “Eats. More Fun in the Philippines”, which imposes parity among
provinces of the Philippines, giving them a chance to highlight their unique food cuisines. The
researchers utilized the Business Model Canvass to assess the competitive advantage of Apag
Marangle. The Business Model Canvass (BMC) outlines the key areas business owners need to
consider to assess the economic viability of a business concept in terms of: the value proposition
of the business, the target customers, the means how products reach the customers, how the
business can reain competitive and all the revenues and costs that should be anticipated in
operating the business. Results revealed that Apag Marangle had established a strong branding
among its target market and a strong value proposition where Pampanga will not lose its brand as
the culinary capital of the Philippines. This case will develop the critical thinking and the
marketing skills of the students in a Marketing class.
Key Words: Marketing case; Business model canvass; Apag Marangle; Branding
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Academic Entrepreneurship Start- up:
Is there a sure path to success?
Bienvenido Balotro
University of the Philippines Manila
bsbalotro@up.edu.ph

Synopsis
The case is about the dilemma faced by an academic entrepreneur, the faculty-inventor
who is planning to place his research invention into the commercial pathway by organizing a
business venture. The academic entrepreneur has two options: (1) seek assistance from the
university for funding and intellectual property protection, or (2) settle his obligations to the
university and commercialize the invention on his own. If the academic entrepreneur will start a
business venture from his research invention, he may have to contend with some trade-offs
including filing a leave of absence from the university to work on his start-up. He will also have
to look for money to fund the venture. He will have to take all the necessary steps to bring his
ideas into an organized venture. Eventually, the academic entrepreneur will have to decide to work
full-time on the business venture or to delegate the tasks to a trusted individual who will run the
emergent venture in his behalf if he wants to return to the academe.
Key Words: Academic entrepreneur, start-up, intellectual property
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An Empirical Study on the Applicability of the Five-Factor Fama
French Model In the Malaysian, Philippine, and Singaporean Stock
Markets
Ronaldo Martin Castro
Ma. Jerica Beatrix Santos
Raezel Louise Velayo
Nathan Edbert Velasquez
De La Salle University
ma_jerica_santos@dlsu.edu.ph
Abstract
Asset pricing models have been constantly evolving through time. From the original CAPM, more
factors have been added to the model in order to test its effectivity and applicability in different
countries. Testing the Five-Factor Fama French Model in the stock markets of Malaysia,
Philippines, and Singapore strengthens current and future research regarding the applicability of
the model in these types of markets. Ranging from developing to developed countries, the variables
Five-Factor Fama French model will help determine how it impacts the movements of stock
returns in the market. Several factors are considered in assessing the applicability of the model.
Key Words: Five-Factor Fama French Model; Stock Markets; Malaysia; Philippines; Singapore
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Measuring the Influence of Fiscal and Monetary Policies on the
Stock Market Performance in the ASEAN-4
Rene Cuartero
Zaira Pauline Fernando
Ysabelle Celene Garcia
Liberty Patiu
Dannica Dennise Sarita
Ronnie Severo
De La Salle University
ronnie_severo@dlsu.edu.ph
Abstract
The research primarily aims to assess the effect of the interaction between fiscal and monetary
policies on the stock market returns of the ASEAN-4 countries. Past literature has mostly focused
on the isolated effect of fiscal policies and that of monetary policies with varying results. At
present, there is still a limited amount of studies that intently examined the combined effect of both
policies. As such, this study aims to uncover the combined impact of both policies in the context
of a developing region, using the ASEAN-4 countries – Indonesia, Malaysia, Thailand, and the
Philippines – from 1997 to 2016. The researchers constructed a panel dataset with secondary data
gathered from the World Bank, the International Monetary Fund, and FRED Economic Data. An
Ordinary Least Squares (OLS) regression approach was utilized in the study as a result of
diagnostic tests that suggest that an OLS regression model would provide the best fit for the nature
and structure of the data. Regression results reveal that monetary policy alone had a significant
impact on stock returns, especially those proxied by real effective exchange rate, interest rate, and
real GDP. Measures for fiscal policy did not have significant impact on stock returns. However,
when both monetary and fiscal policies are implemented at the same time, monetary policy remains
statistically significant in affecting stock market performance, and fiscal policy measures become
statistically significant in influencing movements in stock market performance. This may suggest
that from our study, effective monetary policy has the potential to make fiscal policies more
effective in causing movements in corporate stock performance.
Key Words: fiscal policy; monetary policy; stock market; stock market performance; ASEAN-4

1071 | P a g e

The 7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019

When the Fad Fades: The Common Contributing Factors among
Closed Food Parks in Pampanga
Kristine Joy N. Bondoc
Kateleen C. Canda
Patricia Nicole S. Lacap
Viah Mae G. Manansala
Glory B. Peña
Abstract
The food park business reached its peak during 2017. Numerous food parks were established
around Metro Manila and some Kapampangan entrepreneurs brought the fad to Pampanga. For
almost a year, they were phenomenal. However, beginning 2018, the fad started to fade and the
food parks established started closing down one by one. Therefore, the study aims to explore the
common contributing factors among closed food parks in Pampanga. The researchers employed
triangulation method by using thematic analysis, descriptive analytics and observation to
specifically discover the internal, external and ethnographic factors that affect the operation of
food parks, the events owners failed to foresee and the risks owners failed to mitigate which
ultimately led to the food parks’ cessation. Based on the interview conducted with five food park
owners, the internal factors that affects their operation, which are also the risk they failed to foresee
and mitigate, are mostly related to the tenants; their delinquency, marketing issues and
commitment to the business, the other factor is the owners’ lack of experience in the industry.
Further, the external factors are the Kapampangan culture, cyclical sales and dwindling number of
customers. Moreover, the other factors that are common to the owners are their concept, capacity
and preparation for the venture. By means of the survey form disseminated online, the researchers
discovered that the main reason Kapampangan have lost interest or have not been enticed at all is
the price of the products.
Key Words: Food Parks; Closed Businesses; Internal Factors; External Factors; Thematic
Analysis
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A Study on the Determinants of Interest Rate Spread of Selected
Banks in the ASEAN-4
Jewel Abbey Ramilo
Belinda Nicaella Borje
Kimberly Mae Ochoa
Hazel Lianne Tee
Rene Betita
Liberty Patiu
De La Salle University
jewel_ramilo@dlsu.edu.ph
Abstract
Banks play a vital role in the economy by channeling funds into the economy. However, they are
faced with the dilemma of managing their interest rate spread to increase their profitability.
Limited studies had been conducted that documented the determinants of interest rate spread. This
research aims to examine the factors that influence the interest rate spread (IRS) of selected banks
in the ASEAN-4 for the period 2010-2018. Panel data regression was utilized using Pooled OLS,
Random Effects and Fixed Effects data estimations to establish the relationship between interest
rate spread and administrative cost ratio, capital-asset ratio, liquidity ratio, non-performing loans
ratio, market share in terms of loans and deposits, GDP growth rate, inflation, and treasury bill
rates. Using Fixed Effects Model, results reveal that liquidity ratio, administrative cost ratio,
market share of deposits, GDP growth rates, and inflation rates have positive and significant effect,
while market share of loans and t-bill rate have a negative and significant effect on the interest rate
spread of banks in the Philippines, Malaysia, Indonesia, and Thailand. Bank-specific variables and
macroeconomic variables have proven to have an overall positive effect on the profitability of
banks, while sector-specific variables were found to have a negative impact on the interest rate
spread after running the diagnostic tests on the data.
Key Words: interest rate spread; ASEAN-4 banks; macroeconomic variables; bank-specific
variables; industry-specific variables
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Volatility Transmission between the Foreign Exchange Rate and
Stock Market from 2004- 2018: An Empirical Analysis of Selected
Emerging Markets of Asia-Pacific Region
Andrei Adriano
Miguel Cagampan
Jerome Koa Lee
Alyssa Ng Cha
Liberty Patiu
Tommy Tiu
De La Salle University
miguel_cagampan@dlsu.edu.ph
Abstract
Global financial integration and increasing trade facilitated in the free movement of capital among
countries, especially in the financial markets. The complexities of the transactions and extremely
large increase in the volume of transactions contributed to exposure to external shock by these
markets. This study used the BEKK-GARCH model to determine the direction of volatility
spillover between the USD/KRW and USD/PHP foreign exchange markets and the stock markets
of South Korea and the Philippines broken down into four periods namely 2004 to 2013, 2004 to
2008, inclusive of the 2008 Global Financial Crisis, and from 2009 to 2013, and 2014 to 2018 for
the two silent periods after the crisis. The results showed the South Korean markets have no
evidence of shock transmissions but having bidirectional volatility transmission in the period of
2004 to 2008, and unidirectional volatility transmission from their stock market to their
USD/KRW foreign exchange market for the rest of the other three time periods. This only proves
that there is an interdependence between the foreign exchange market and stock market which may
change from one period to another, especially during financial crisis. Among emerging market
economies, this may trigger policy changes by the regulators in the aforementioned markets
through adjustments that will be made either in the stock prices or foreign exchange rates to protect
the competitiveness of these markets. Furthermore, it will guide investors by providing them with
early warning signs related to external shocks that can adversely affect their investments by
employing risk management tools to protect their interests.
Key Words: BEKK-GARCH; shock transmission; volatility transmission; Global Financial
Crisis; KOPIX; PSEi; Korean foreign exchange market; Philippine foreign exchange market
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The Foreign Entry – Competition Link and Financial Freedom:
Evidence from the ASEAN-5 Banking Industry
Kristiana Leviste
Adrian Briones
De La Salle University
adrian_briones@dlsu.edu.ph
Abstract
The subject of foreign entry and banking competition is widely discussed in the literature.
Theorists argue that the entry of foreign banks may potentially enhance the banking industry in
domestic markets due to increased competition and the spillover of advanced technologies,
banking practices, and marketing methods (Mulyaningsih, Daly, & Miranti, 2015).
Numerous studies investigating the relationship between foreign entry and banking competition
have been conducted for publicly traded firms around the world. However, there is a dearth of
studies examining this issue in the recent period, and in the case of the ASEAN-5, where
government policies centered on the relaxation of foreign ownership standards have been recently
implemented in each domestic market that may have potentially changed banking structures and
foreign entry-competition data. Thus, the researchers contribute to the existing literature by
assessing the foreign entry - banking competition relationship in the ASEAN-5 in light of the
recent changes in the banking structures.
Key Words: Foreign entry; banking competition; financial freedom; banking; ASEAN-5;
Philippines; Malaysia; Indonesia; Vietnam; Thailand; H-statistics; GMM
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The Impacts of Credit Risk Determinants on the Profitability of
Selected Banks: The Case of the Emerging Markets in Asai
Kyla Nicole R. Diongco
Rea Mai D. Domingo
Alvieya Nicole P. Duron
Erin Denise C. Hung
De La Salle University
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Abstract
The study, through the utilization of Stata’s statistical panel data modelling, has
investigated which among credit determinants and bank specific factors affect the profitability of
the banking industry in the emerging markets in Asia; specifically: the Philippines, Malaysia,
Indonesia and India. This study used profitability indicators measured by return on average assets
(ROAA) and net interest margin (NIM) as the dependent variable whereas, non-performing loans
to gross loans ratio (NPLGLR), loan loss reserves to gross loans (LLRGLR) and net charge off
ratio (NCOGLR) are the credit risk determinants or the independent variables. The researchers
also considered control variables which are capital adequacy ratio (CAR) and bank size (BSZ) of
the banks. The dataset of the study is comprised of data from the selected top 10 publicly listed
banks in the Philippines, Malaysia, Indonesia and India. The ranking of the banks per country was
based on their total assets for the year 2018. The timeframe of the research is from 2011 to 2018.
Given the previous conditions, the researchers were able to gather a total of 320 observed points
for the analysis of the study. Based on the results of the final model of the aggregate countries, the
results revealed that NPLGLR and BSZ has a negative/inverse relationship with NIM while
NCOGLR and CAR have a significant and positive/direct relationship. Moreover, LLRGLR has a
significant and positive relationship with ROAA while NCOGLR and BSZ have a significant and
opposite relationship with ROAA. The results reveal that the specified credit risk determinants and
banks specific factors have varying impacts on NIM and ROAA as well as not all credit risk
determinants in the study has a significant impact on the profitability of the banks in the selected
countries.
Key Words: Credit Risk; Banking Profitability; Asian Emerging Markets; Capital Adequacy
Ratio; Bank Size
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An Evaluation of the Impact of Costs of Quality with Respect to
Internal and External Failures to Jerry Magsino Trucking and
Concrete Products
Heleign P. Calalang
Patricia S. Dabu
Diane N. Dayrit
Jacqueline D. Dychingco
Marion V. Sigua
Therese Joy P. Waje
Abstract
This study aims to cultivate an insightful appreciation and understanding of the concept of costs
of quality concerning internal and external failures with respect to a hollow block manufacturing
business which is Jerry Magsino Trucking and Concrete Products. The researchers employed a
case study design of qualitative research together with the observational method of descriptive
research in order to satisfy the objectives. Through methodological triangulation, researches have
been able to extract data which helped them to derive answers for the research problems
established. A percentage analysis together with a DPMO (Defects Per Million Opportunities) and
process sigma analysis were made. It has been found out that Jerry Magsino Trucking and Concrete
Products has not yet realized the impact of these costs of quality in their business. It is
recommended that the business should start taking into consideration these costs of quality to
realize and take action as to not incur further financial losses and lost opportunities. Along with
this, the entity should consider incorporating prevention and appraisal costs in order to terminate
or diminished the impact of these failure costs to the business.
Key Words: Costs of Quality, Internal Failure Costs, External Failure Costs
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The Impact of Macroeconomic and Macroenvironmental Factors on
the Profitability of the Insurance Sector in the ASEAN - 6 Countries
from 2009 to 2017
Eula Mae Sedonia
Winzen Matamorosa
Maria Celina Nuela Perez
Jose Rafael Prats
Niño Datu
De La Salle University
eula_sedonia@dlsu.edu.ph
Abstract
The study aims to delve on to the macroenvironmental and macroeconomic factors affecting the
collective profitability of both life and non-life insurance sector in the ASEAN-6 countries,
namely, Philippines, Thailand, Indonesia, Vietnam, Singapore, and Malaysia. An eight-year period
from 2009 through 2017 was utilized. Data were analyzed using panel data analysis. The result
suggested that Foreign Direct Investments, Foreign Exchange Rates, and Foreign Reserves are
positively significant to Return on Asset, and Interest Rates are negatively significant to Return on
Asset, whereas Foreign Direct Investments and Foreign Exchange Rates have a negative
significance on Return on Equity. This concludes that since insurance industries are highly reliant
on a country’s economy, they must look at possible investments that will potentially increase their
profitability ratios brought about by ASEAN Economic Integration such as BBB Government
Projects in the Philippines. Moreover, ASEAN Countries must find investment vehicles not only
in their respective countries but also in other countries especially that one of the goals of the fastapproaching ASEAN Economic integration is to have a community envisioned to have a
competitive economic atmosphere and at the same time to have a fully integrated region that will
promote liberalization.
Key Words: ROA, ROE, Macroenvironmental factors, Macroeconomic factors, Panel Data
Analysis
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Single Index Model Portfolio Optimization among Shari’ah and
Philippine Stock Exchange Index Securities in the Philippines: Do
They Outperform the Benchmark?
Jewel R. Inson
Nashim Hassan D. Ramos
Maria Bernadette Y. Sales
Danica J. Santos
Liberty S. Patiu
Tomas S. Tiu
De La Salle University
jewel_inson@dlsu.edu.ph
nashim_ramos@dlsu.edu.ph
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Abstract
Over the past decade, the emergence of Islamic Finance led to the development of compliance to
the Shari’ah principles not only by financial institution but also among publicly-listed companies
in the Muslim and non-Muslim countries. The Philippines is among the few Muslim-minority
economies in Asia which recently adopted these principles to promote financial inclusion and
Islamic Finance not only in the country but also in the ASEAN region. The main objective of this
paper is to construct an optimized portfolio using the Single Index Model for Shari’ah-compliant
securities in the Philippine Stock Exchange and an optimized portfolio for the PSEi for the period
2014-2018 and compare these portfolios with the benchmark, Philippine Stock Exchange Index.
Daily closing prices of 20 Shari’ah-compliant stocks and 30 stocks from the PSEi were utilized to
determine average yearly mean returns and compare the portfolio of these securities in terms of
their risk and return characteristics measured in terms of their alpha, beta, unsystematic risk, and
mean returns, respectively. Results reveal that the optimized Philippine Stock Exchange Index and
the Shari’ah-compliant portfolios were able to outperform the benchmark (PSEi).
Key Words: Shari’ah-compliant securities, portfolio optimization, Single Index Model, Sukuk
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Assessing Financial Distress Predictability among Publicly Listed
Non-Financial Firms in the Philippines: Utilizing Five Traditional
Predictive Models
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Abstract
Financial distress predictive models have been established and developed throughout the years as they often
play a crucial part in the investing public’s decision-making. Previous researches have tested the
predictability of these models using both financial and market data of publicly-listed companies from
different sectors in their respective countries. This has resulted to a body of literature that led to the
development of estimated prediction models that best fit the financial environment of mostly developed
countries. In light of this, the researchers set out to assess the accuracy of five traditional prediction models
(TPM) — Altman (2000) Z-Score Model, Ohlson (1980) O-Score Model, Zmijewski (1984) Probit Model,
Shumway (2001) Hazard Model, and Blums (2003) D-Score Model — in predicting the financial distress
of 175 non-financial companies listed in the Philippine Stock Exchange (PSE) from 2015 to 2017. Financial
and market data were used to compute financial distress scores for every company in order to assess each
TPM’s predictive power based on their odds of accuracy. Novel to this research are the two areas in which
accuracy were assessed in: (1) at which year prior to experiencing financial distress does a TPM have the
most accurate predictive power, and (2) for each year, which of the five TPMs had the most accurate
predictive power. Results show that using a wide variety of financial and market data from the Philippines
that all five TPMs have differences in prediction accuracy. Shumway’s Hazard Model provides the highest
overall accuracy, but also the highest Type I error. Ohlson’s O-Score model provided the highest overall
accuracy the closer it is to the year of financial distress. However, the results also showed that the accuracy
of the TPMs are low compared to when they were applied to developed markets, showing that there may
be a need to design models and assigned coefficient for emerging markets like the Philippines.

Key Words: Financial Distress; Philippine Non-Financial Firms; Traditional Prediction Models;
Type I Error; Type II Error
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The Impact of Capital Structure on the Profitability of GovernmentOwned and Controlled Corporations in the Philippines for Years
2014 to 2018
Coleen Mae M. Cunanan
Lira Mae DG. Dela Cruz
Alec Adrian C. Galang
Angelica T. Licup
Charl Arenson C. Lozano
Abstract
This research assesses the impact of capital structure on the profitability of the 64 governmentowned and controlled corporations with a period of five consecutive years (2014 to 2018). The
contribution of this study to literature includes the in-depth analysis of the impact of capital
structure on profitability of government-owned and controlled corporations in the Philippine
setting, which is the first one as per the researchers' knowledge. Based on the results, the capital
structure has significant negative effects in terms of Net Profit Margin (NPM) and Return on Asset
(ROA). In particular, the change in the short debt levels of government-owned and controlled
corporations will have a significant negative impact on their net profit margin and return on asset.
Second, the change also in the long-term debt levels of government-owned and controlled
corporations will have a significant negative impact on their return on asset. Therefore, the
researchers concluded that the capital structure of government-owned and controlled corporations
have a significant negative impact on their firm's profitability. The results of this study provide
evidence that an increase in capital structure generally reduces profitability. However, some
theories such as the trade-off theory claim that an increase in debt can increase profitability but up
to a certain level only, beyond which profits of the company may begin to decrease. Hence, the
research shows that the negative impacts of high debt levels could outweigh the positive impacts
of debt on the company's profitability. The researchers highly recommend that in the future studies,
it would be interesting to include the other related sectors which are likely to rely on both their
debt and equity financing as well as other firms that were not selected based on the criteria so as
to understand how their financial structures influence their profitability. the outcome of this study
highly suggest that managers should attempt to maintain the degree of credit investment near to
the optimal point as much as possible to avoid the case that their profitability is lessened when
they move away from this point. Moreover, these corporations will be better performers when they
have adequate collateral assets due to the fact that collateral assets can decrease agency costs and
thereby increasing firm performance. The analysis could be extended to reflect longer periods and
larger sample sizes. Moreover, future researches could also evaluate the study in comparison with
similar firms of other countries within the same framework so as to provide a comprehensive
knowledge and lessen sample selection bias.
Key Words: Capital structure, Profitability, Government-Owned and Controlled Corporations
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Predictability of Foreign Exchange Returns for the British Pound
Sterling, European Euro, and Japanese Yen against the US Dollar
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Abstract
In the present setting, where the financial markets constantly grow every day, transaction costs are
typically lessened because of the increased growth of online brokerages and investment products
that were initially accessible only to so-called experts, but hardly to the public. In line with this,
online
Forex
trading
has
encountered
a
similar
notable
increase.
The objective of the research study is to forecast the returns on the Foreign exchange rate of the
following currency pairs, namely: GBP/USD, EUR/USD, and USD/JPY. The purpose of the study
is to identify the factors affecting the Forex returns of the said currency pairs, pinpoint the variables
with the most significant effect on the returns, and forecast the movement of their returns. The
research concentrated mainly on the Pivot Point, Brent Crude Oil, Central Bank Interest Rates, and
Rate of Change, among others. The research design, on the other hand, operated on Time Series
Model under Multiple Regression Model and Vector Autoregression Model (VAR) to generate
orthogonal Impulse Response Functions. Similarly, a purposive sampling design was used.
The study showed that the significant variable affecting the returns on the GBP/USD currency pair
would be the Rate of Change indicating that a growth in the Rate of Change decreases the returns
on the GBP/USD. And where the results for the EUR/USD currency pair showed that Brent Crude
Oil would be the most significant variable affecting its returns, displaying a positive relationship
between Brent Crude Oil and the EUR/USD currency pair. And that, lastly, the most significant
variable on the USD/JPY currency pair would be the Brent Crude Oil, which showed a positive
connection between Brent Crude Oil and forex returns on the currency pair. Pivot Point hardly
showed any effect on the returns as it displayed a steady state on the impulse response function.
The study revealed that several, if not few, contributions to literature may be had as there are
limited studies that scan predictability of returns on the British Pound Sterling, European Euro,
and Japanese Yen against the US Dollar which were based on all four (4) technical and
fundamental variables named above.
Key Words: Forex; Forex Market; GBPUSD; EURUSD; USDJPY; Returns; VAR
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The Impact of Macroeconomic and Firm-Specific Variables on the
Firm Valuation of ASEAN Multinational Companies
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Abstract
Increasing foreign direct investments over the years can be ascribed from the liberalization of trade
and globalization. Stocks represent ownership of a company and financial managers are faced
with the goal of increasing shareholders' wealth by making well-informed business decisions that
also affect its earnings and dividends. Thus, determining the appropriate strategies that influence
firm valuation is quite crucial to remain competitive in the international market. Several studies
have documented the determinants of firm value; however, few studies were conducted on
multinational companies. The influence of either the firm-specific variables or macroeconomic
variables on stock prices has been conducted; however, the effects of the two variables on the stock
prices remain unexplored among multinational companies in Asia or emerging market economies.
This study aims to identify the effects of dividend payout ratio, dividend per share, earnings per
share, price-to-earnings ratio, return on assets, return on equity, firm size, exchange rate, gross
domestic product growth rate, inflation rate, and money supply on the stock prices of non-financial
multinational corporations in the Philippines, Malaysia, and Singapore for the period 2013-2017.
Four (4) regression estimations using panel dataset for the 3 countries within the 5-year period,
namely, Pooled Ordinary Least Squares (OLS), random effects (RE), fixed effects (FE), and timefixed effects (TFE) were utilized to measure the relationship. By employing panel data regression,
this study finds out that money supply, exchange rate, return on equity, return on assets, earnings
per share, price-to-earnings ratio, firm size, and dividend payout ratio have a significant impact on
the changes of the stock prices in ASEAN multinational companies.
Key Words: Macroeconomic variables; Firm-specific Variables; Stock Price; Multinational
Companies; ASEAN-5
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The Effect of Goodwill on Key Financial Ratios of Publicly-Listed
Companies in the Philippines
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Abstract
This present paper examines the effect of Mergers and Acquisitions as represented by goodwill on
the key financial ratios of the acquirer companies that are publicly-listed in the Philippines. These
financial ratios are current ratio for liquidity, interest coverage ratio for solvency, return on assets
ratio for profitability, and price per earnings ratio to measure the market performance. The effect
is measured using the Random-effects model of panel data analysis. The study found that there the
goodwill has significant effect on the profitability and price per earnings ratio over the five-year
period 2013-2017. The goodwill affects the profitability and the market performance of the
company in a positive or direct way. This indicates that the merger and acquisition is an effective
way to improve the overall earnings of the companies through a diversified market, products and
services.
Key Words: Goodwill, Mergers, Acquisitions, Liquidity, Solvency, Profitability, Market
Performance, Current Ratio, Interest Coverage Ratio, Return on Assets, Price/Earnings Ratio
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Abstract
Several study on sponsorship and purchase intentions have been explored in recent years. Although
these researches have been promising, most articles tend to focus their research on certain sports
event, marketing statistics, sponsor image, and team image (Karjaluoto, Munnukka, & Salmi,
2016). There’s still room for further research as most of the research articles tend to focus on a
broader range of sports sponsorship, which is why we want to focus on a specific problem mostly
pertaining to the effects of sponsorships on purchase intentions of the DLSU women’s volleyball
players/athletes, and focusing on a more localized setting. Links between the variables tend to
focus on either the sponsorships of individual volleyball athletes or the entire women’s volleyball
team, with the assessment on the behaviour of purchase intentions on volleyball athletes. This
study aims to seek whether sponsorship awareness has an effect towards the purchase intention of
the players of the De La Salle Women’s Volleyball Team. The measures of the variables,
sponsorship awareness and purchase intentions, were adapted from four studies conducted by
different researchers, in which sponsorship awareness is the independent variable and purchase
intentions is the dependent variable. The research locale is the thirteen volleyball players of De La
Salle University. Due to the limited number of volleyball players in the university, all of them
will be included in the study. The research design is descriptive, correlational design.
Questionnaires will be distributed for data gathering, and SMART PLS 3.0 will be used for data
analysis. The study will be done in two academic terms of De La Salle University.
Key Words: Sponsorship Awareness; Purchase Intention; Sports Management
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The Moderating Effect of Open-Plan Offices on the Impact of
Organizational Climate and Culture on Organizational Innovation
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Menghrajani, Mohit
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Abstract
The business world has been constantly evolving, which makes organizational innovation all the
more significant as it provides a means for a variety of businesses to compete in a constantly
evolving corporate environment. Thus, it is important to learn and recognize the drivers of
organizational innovation. The objective of this study is to identify the moderating effect of openplan offices on the impact of organizational climate and culture on organizational innovation in
Transnational Properties Inc., a real estate company that incorporates an open-plan office layout
and is geared towards fostering innovation. As opposed to traditional workplaces, open-plan
offices are represented as office environments wherein there is a single worker space which may
not utilize barriers between employees. The research goal was accomplished by measuring the
moderating effect of open-plan offices on the established impact of climate and culture on
innovation. This was done with the use of a survey containing questions formulated using
referenced research papers that have analyzed the aforementioned variables. Using a total of 48
questions measuring each of the four variables, a sample was taken from the pool of employees
that work within the open-plan office space in Transnational Properties Inc. and was surveyed
accordingly. After the survey results were subject to data analysis, it showed that climate and
culture have a significant impact on organizational innovation, however, the open-plan office
layout was determined to have more of a direct effect than a moderating effect on the said
relationship. This constitutes that not only do organizational climate and culture play a significant
role in organizational innovation, but so does the open-plan office layout. It was determined from
the findings that improving climate and culture as well as establishing an open-plan office layout
are beneficial to fostering innovation within an organization.
Key Words: Open-plan office; Organizational Innovation; Organizational Culture; Organizational
Climate

1086 | P a g e

The 7th National Business and Management Conference
Conference Proceedings ISSN: 2345-8720
Holy Angel University, Angeles City, Pampanga
November 15-16, 2019
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Abstract
With the rapid economic growth of the country, there has been an increase in the middle class.
This has led to an increase in investors in the Philippine market whether fixed income or secuirities.
Behavioral biases play a role in the investment decisions of an individual. Part of this study seeks
to examine the relationship between an individual’s risk preferences and their personality using
the big five personality traits. Another goal of this study seeks to establish a relationship between
demographics (i.e. gender, age, education, civil status, and wage) and risk preferences. Surveys
were used to gather key data needed for the study. Professors from De La Salle University,
particularly from the College of Business and School of Economics, are the main respondents of
the survey. This is to gather data from seasoned investors with the goal of passing knowledge and
expereince to new investors. A binary logit model was used for the study to test findings and see
if they meet a priori expectations from previous researches conducted. Out of the big five
personality traits, it was found that all of the big five personality traits had no significant impact
on an investor's risk preference which is unique for this study. Likewise, of all demographic factors
included in the study (gender, age, education, civil status, and wage) only gender and civil status
have significance on an investor's risk preferences. Part of the reason of these results being
different from other studies on this subject is that financial literacy plays a role in investor decision
making. The study implies that all humans are vulnerable to behavioral biases that affect their
behavior towards risk taking and financial literacy is key to making proper financial decisions.
Key Words: Investor demographics, behavioral finance, big five personality traits, Philippine
market, binary logit model, expected utility theory
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The Effect of Republic Act No. 10963 on Pricing, Sales, and
Consumer’s Demand on Sugar-Sweetened Beverages: The Case of
San Miguel Brewery, Inc.
Ina Clarence B. Garcia
Shaira Mae H. Garcia
Stephanie V. Herrera
Mariella Frances P. Marin
Komiko Xylk D. Orata
Venmar Christopher G. Rivera
Abstract
This research study is aimed at identifying the significant effects of the excise tax imposition on
sugar-sweetened beverages, towards the San Miguel Brewery, Inc. This study is only limited to
San Miguel Brewery Corporation for the year 2019-2020, and the Magnolia Health Tea and Fruit
Juice will be assessed in regards to the effects of excise tax imposition on these sugar-sweetened
beverages.
The primary source of information is San Miguel Brewery Inc., particularly Mr. Jefferson A.
Bulan, the region finance officer. The researchers will also be conducting a survey among
consumers to determine if there is any change in consumer demand before and after the imposition
of the excise tax. The methods used to process the data gathered were correlation analysis, variance
analysis, t-test, and trend analysis. The researchers focused on pricing, sales, and consumers’
demand. The results for the sales showed that the implementation of excise tax on sugar-sweetened
beverages affected sales. As the price increases, the number of units sold decreases. On the other
hand, the consumer demand analysis using t-test indicated that the researchers should fail to reject
the null hypothesis, which is that there is no change in the consumers’ demand before and after
excise tax was implemented.
Key Words: TRAIN Law, excise tax, pricing, sales, consumer demand, sugar-sweetened
beverages
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Abstract
Family businesses in the Philippines comprise a large portion of Philippine business types. LeeChua (2017) estimates that around 80 to 90% of all businesses in the Philippines are considered
family-run. Moreover, according to Vries (1993) and Ward (1987) as cited by Morris et al (1996),
approximately only 30% of family businesses transition well into the second-generation and only
15% transition into the third-generation as well.
This study aims to determine how the factors from Ghee, Ibrahim, & Abdul-Halim (2015) and
Chitoor & Das (2007) affect the succession experience, whether bias is present in the succession
experience, how is the succession experience different between internal and external successors
and whether succession experience affects succession performance. The researchers utilized the
case study method and cross-case analyses, which they categorized the cases as compared to the
following: Internal & External Success and Internal & External Contrast. Succession issues were
found to manifest before, during and after succession experience, as opposed to the study of Ghee
et al. (2015). The researchers developed individual frameworks for internal and external
succession.
The most impactful factors for internal succession were interest, ability to adapt to change and the
relationship between the predecessor and the successor. Conversely, the most impactful factors
for external succession are motivation, education, capabilities, outside work experience, interest
and ability to adapt to change. Moreover, bias has been confirmed to exist in the succession
process in the form that predecessors prefer their children or their relatives to succeed them.
Key Words: Biological/Blood/Internal Successors, Family Business, Predecessor/Founder,
Professional/Non-blood/External Successor, Professionalization, Succession, Succession
Experience, Successors
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