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EDITORIAL

This issue brings about a defining moment in the SBJ journey of scholarly pursuits. The editorial board has 
been enlarged and quite a few reputed academics have been co-opted. With their vast experience SBJ will 
surely grow from its current strength to strength of another level. 

Eight research papers have been included in this issue along with regular features of ‘book-review’ and list 
of forthcoming conferences. Issue of corporate social responsibility has been raised in regard to institutional 
investment in one of the papers that presents a model of impact of CSR on institutional investment and insti-
tutional ownership and concludes that a positive and significant relationship exists. One paper examines the 
comparative buying behavior of rural urban consumers towards the purchase of mobile phones.  There are 
in all four research papers with the Gulf Region as the focus of their studies. There is a paper on consumer 
behaviour and demographics which investigates young female UAE nationals’ cosmetics buying pattern. In 
another paper consumer experiences have been explored in regard to toll-free numbers again in the UAE. In 
another paper a comparative analysis of the performance of various stock markets operating in the GCC (Gulf 
Cooperation Council) countries is the focus. The implication towards possible B2C e-Commerce adoption in 
the retailing operations of the region is addressed in yet another paper. 

The editorial team of SBJ thanks all its patrons and contributors for continued support and wants to clarify 
that the process of review and publication is a lengthy process and any delay is inadvertent. The team urges 
all readers and well wishers to have patience and bear with us. We at SBJ are committed to quality and wish 
to reach out to a wider audience. The team is working out a plan to further expand its offerings and the next 
issue will see a few more features added. 

Dr. Amitabh Upadhya
Editor-in-Chief
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Managing Risk for Green Supply Chain Management: Competitive Strategies for
Manufacturing Companies 

R.C. Walke, Vinay Topkar, Sajal Kabiraj

Abstract:

The roll-out of the ISO 14001 Environmental Management System (EMS) is in fact driving this type of transition towards a 
time where environmental friendly practices are no longer be an optional business practice, but rather a competitive neces-
sity for survival. In the process of evaluating the environmental consideration, companies need to shift its paradigm from the 
conventional departmental time-static worldview to a more holistic perspective which can effectively enable the observers to 
envision the interconnection between economic growth, environmental and social responsibility. Such efforts will eventually 
result in cleaner, safer operations, reduced usage and acceptable substitutions for hazardous substances, increased product 
recyclability and recovery, and improved transparency of information available to all stakeholders. The primary objectives of 
this research paper is to explore the antecedence outcome effects of (i) Sustainable Development in creating the Green Value 
Chain; and (ii) Green Value Chain in creating the Sustainable Competitive Advantage, for the manufacturing companies in 
India 

Keywords: Green Value Chain, Sustainable Development, Sustainable Competitive Advantage 
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Introduction 

Towards the inception of new millennium, the world has 
quickly taken an entire new look against the evolution of nov-
el manufacturing practices in the wake of growing environ-
mental conscious (Zhu & Dou, 2007), whereby companies 
attempt to out-perform each other through creation of a nexus 
of Sustainability Development strategies  via implementation 
of various environmental initiatives along the value chains 
(Handfield et al., 1997; Arifin et al., 2009) which span across 
the entire customer order cycle, start right from the beginning 
of raw material procurement, systematically trading through 
the designing, manufacturing, assembling, packaging, and 
logistics stages, and finally deliver to the hands of customers 
via distribution networks (Grunert & Hildebrandt, 2004). 

The roll-out of the ISO 14001 Environmental Management 
System (EMS) is in fact driving this type of transition to-
wards a time where environmental friendly practices are no 
longer be an optional business practice, but rather a competi-
tive necessity for survival (Handfield et al., 1997). Grunert 
and Hildebrandt (2004) ascribed the changes that companies 
undertake toward development of special skills for adaptabil-
ity and innovativeness to the environmental dynamics forces. 
These green trends of conserving the Earth’s resources and 
protecting the environment are thereby exerting irresistible 
pressures on corporate manufacturing practices, and hence 
anew the entire manufacturing culture through rapid globali-
zation influences, especially with the advancement of the in-
formation technology system (Chien & Shih, 2007).

In the process of evaluating the environmental consideration, 
companies need to shift its paradigm from the conventional 
departmental time-static worldview to a more holistic per-
spective which can effectively enable the observers to envi-
sion the interconnection between economic growth, environ-
mental and social responsibility (Setthasakko, 2009). Such 
efforts will eventually result in cleaner, safer operations, 
reduced usage and acceptable substitutions for hazardous 
substances, increased product recyclability and recovery, and 

improved transparency of information available to all stake-
holders (Dawes, 2009). 

1.1 Evolution of Green Value Chain

The concept of a value chain has assumed a dominant position 
in the strategic analysis of industries over the past decades 
(Peppard & Rylander, 2006). Following a wave of change 
termed as Business Process Reengineering (BPR), that be-
gan in 1990s (Figure 1), manufacturing companies world-
wide started to give due emphasis on the crucial importance 
of processes in value creation and management by adopting 
TQM and JIT management tools (Hammer, 1990). The sub-
sequent impetus which further stressed the need for compa-
nies to develop technology-based and organizational com-
petencies that could not be easily imitated by their business 
rivals was boosted under the second wave of change which 
was termed as Core Competency Movement (CCM) (Hamel 
& Prahalad, 1994). The confluence of the Business Process 
Reengineering and Core Competency movement had eventu-
ally engendered in unbundling of value chains, outsourcing, 
and innovations in contracting and supply chains. The trends 
which was centered on the supply chain has inspired similar 
trends at the corporate level as companies evolved from lean 
operations to lean enterprises and then to lean consumption 
(Kleindorfer et al, 2005).

As the new economic order unfolded, and concurrently, there 
has been increasing public attention placed on the overall 
condition of the natural environment. Manufacturing compa-
nies started to realize and recognize that the long-term suc-
cess of companies actually lies not only on the profitability 
of business, but also the future of people and the future of 
the planet Earth. Waste generation and depletion of natural 
resources are said have outstripped the earth’s ability to re-
cuperate (Beamon, 1999). These new legitimacy concerns, 
which are being captured in the concept of 3P namely People, 
Profit and Planet. , are well aligned with the concept of Sus-
tainable Development.
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Another relatively new concept which is well in line with the 
green value chain concept is termed as Environmental Re-
sponsible Manufacturing (ERM). Fundamental to ERM rests 
on the recognition that pollution, irrespective of its type and 
form, is all waste. By minimizing waste, companies can re-
duce disposal costs, and permit requirements, avoid environ-
mental fines, boost profits, discover new morale, protect and 
improve the state of the environment (Curkovic, 2003).
The inception of 21st century sees the emergence of another 
imperative modern manufacturing strategy namely Green 
Manufacturing, which integrates all issues related to manu-
facturing with ultimate goal to reduce and minimize environ-
mental impact and resource consumption during a product 
life cycle inclusive of designing, synthesis, processing, pack-
aging, transportation, and the use of products in continuous or 
discrete manufacturing industries. Pursuing the Green Manu-
facturing strategy would enable manufacturing companies to 
effectively allay the environment burdens (Tan et al., 2002).

Figure 1: Evolution of Green Value Chain

In view of the increasingly wide-spread adoption of the ISO 
14001 standards, it is expected that there will be reaching 
such a time where emphasis on Green Value Chain (GVC) 
via implementation of the Environmental Management Sys-
tem will sooner or later become a norm among the manu-
facturing companies in India, whereby benefits of which 
are evidently clear, such as increasing in overall operating 
efficiency; reduction in energy usage; cost saving through 
recycling of product inputs; improved product and service 
quality; less rejects and reworks; reduced packaging cost etc. 
(Tan, 2005).  Extensive literature review indicated that most 
of the research studies carried out thus far is in fact:

i. Merely concentrated on  Green Supply Chain management 
per se (Beamon, 1999; Ofori, 2000; Hervani et al., 2005; Zhu 
et al., 2005 Ferretti et al., 2007; Chien & Shih, 2007; Zhu & 
Dou, 2007; Simpson et al., 2007; Zhu et al., 2008) and in most 
of the circumstances, these researches tend to focus on single 
aspect such as Green Purchasing (Green et al., 1998; Geng & 
Doberstein, 2008), Green Design (Madu et al., 2002; Pujari 
et al., 2003; Knight et al., 2009), Green Production (Tan et 
al., 2002; Taylor, 2005), Green Consumption (Spaargaren & 
Mol, 2008) etc., as oppose to investigate from the perspective 
of Green Value Chain (Sarkis & Rasheed, 1995; Caldwell & 
Smallman, 1996; Handfield et al., 1997; Solvang et al., 2006; 
Dahlstrom & Ekins, 2006).

ii. Only covered the ostensible aspects of Green Value Chain 
and the linkages with its antecedence such as Sustainable de-
velopment (Callens & Tyteca, 1999; Bond et al., 2001; Mog, 
2004; Gandhi et al., 2006).

iii. Rarely covered the linkage between Green Value Chain 

and Sustainable Competitive Advantage (Rao & Holt, 2005).

From the aforementioned findings, it can be inferred that 
albeit more and more management theorists have begun to 
consider ecological and green sustainability as a study frame-
work for organization, little prior theories exist to ground 
testable hypotheses concerning the antecedence outcome ef-
fects of Sustainable Development towards creation of Green 
Value Chain and therefore, the Sustainable Competitive Ad-
vantage. Lacking understanding of which may culminate in 
underestimating the important and crucial roles lead by these 
very important drivers in the efforts of creating effective sus-
tainable strategies for the manufacturing companies. 

2.0 Literature Review

Increasing awareness of environmental protection world-
wide, and the pressure accompanying globalization has 
prompted manufacturing companies to improve their envi-
ronmental performance (Chien & Shih, 2007), and to address 
all environmental related issues in order to maintain custom-
ers, exist, and thrive in an ever more critical global economy 
(Chavan, 2005). This environmental preoccupation appeared 
to become part of Sustainable Development (Callens & Tyte-
ca, 1999). Sustainable Development often been cited as one 
of the main mechanism for changing the economic growth. 
Nevertheless, one of the main barriers to sustainable industri-
al development rests on how to implement these sustainable 
strategies or more importantly, how to introduce them into 
the existing practices whilst ideally improving competitive-
ness (Baldwin et al., 2005).

2.1 Value Chain versus Supply Chain

The Value Chain concept, which was epitomized by Porter 
(1985), defined “value chain” as the combination of nine ge-
neric value added activities that work together and are being 
practising within a company to provide value to customers. 
Value, within the context of Michael Porter’s Competitive 
Advantage framework, is being perceived as the amount buy-
ers are willing to pay in return for what a company provides. 
According to Houlihan (1987), the value created is then man-
aged through what has been referred to as the supply chain. 
Al-Mudimigh et al. (2004) and Feller et al. (2006) had later 
extended the definition of value to a broader extend:

i. Value is perceived by the customers rather than objectively 
determined by the seller;

ii. Value is a subjective experience that is dependent on con-
text and varies in the eyes of the beholder;

iii. Value occurs when needs are met through the provision of 
products, resources, or services; and

iv. Value is an experience, and it flows from the customers.

v. Value typically involves a trade-off between what 
the customers receive and what they give up to acquire and 
use a product or service.

2
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1.1   Evolution of Green Value Chain 
The concept of a value chain has assumed a dominant position in the strategic analysis of 
industries over the past decades (Peppard & Rylander, 2006). Following a wave of change 
termed as Business Process Reengineering (BPR), that began in 1990s (Figure 1), 
manufacturing companies worldwide started to give due emphasis on the crucial importance 
of processes in value creation and management by adopting TQM and JIT management tools 
(Hammer, 1990). The subsequent impetus which further stressed the need for companies to 
develop technology-based and organizational competencies that could not be easily imitated 
by their business rivals was boosted under the second wave of change which was termed as 
Core Competency Movement (CCM) (Hamel & Prahalad, 1994). The confluence of the 
Business Process Reengineering and Core Competency movement had eventually engendered 
in unbundling of value chains, outsourcing, and innovations in contracting and supply chains. 
The trends which was centered on the supply chain has inspired similar trends at the 
corporate level as companies evolved from lean operations to lean enterprises and then to 
lean consumption (Kleindorfer et al, 2005). 

As the new economic order unfolded, and concurrently, there has been increasing 
public attention placed on the overall condition of the natural environment. Manufacturing 
companies started to realize and recognize that the long-term success of companies actually 
lies not only on the profitability of business, but also the future of people and the future of the 
planet Earth. Waste generation and depletion of natural resources are said have outstripped 
the earth’s ability to recuperate (Beamon, 1999). These new legitimacy concerns, which are 
being captured in the concept of 3P namely People, Profit and Planet. , are well aligned with 
the concept of Sustainable Development. 

Another relatively new concept which is well in line with the green value chain 
concept is termed as Environmental Responsible Manufacturing (ERM). Fundamental to 
ERM rests on the recognition that pollution, irrespective of its type and form, is all waste. By 
minimizing waste, companies can reduce disposal costs, and permit requirements, avoid 
environmental fines, boost profits, discover new morale, protect and improve the state of the 
environment (Curkovic, 2003). 

The inception of 21st century sees the emergence of another imperative modern 
manufacturing strategy namely Green Manufacturing, which integrates all issues related to 
manufacturing with ultimate goal to reduce and minimize environmental impact and resource 
consumption during a product life cycle inclusive of designing, synthesis, processing, 
packaging, transportation, and the use of products in continuous or discrete manufacturing 
industries. Pursuing the Green Manufacturing strategy would enable manufacturing 
companies to effectively allay the environment burdens (Tan et al., 2002). 
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Dekker (2003) defined value chain as the horizontal linked 
set of value-creating activities all the way from basic raw ma-
terial sources for component suppliers through the ultimate 
end-use product delivered into the hands of final customers. 
The primary focus in value chains is downstream-pivoted, 
mainly on the benefits that accrue to customers, the interde-
pendent processes that generate value and the resulting de-
mand and funds flows that are thereof created. Because value 
is derived from customer needs, activities that do not con-
tribute to meeting these needs are being considered as “non 
value-added” waste which deserved attention and actions 
(Feller et al., 2006).  By continuously improving material 
transformation process, a manufacturing system aims to con-
stantly reduce costs and increase value-added to its products 
and services (Solvang et al., 2006). Hence, effective value 
chains will eventually lead to top line improvement or profit 
generation. In additional to these underpinning traditional di-
mensions, the connotation of value chain has been evolved, 
further refined and extended to embed environmental aspects. 
The newly transformed concept is emerged as Green Value 
Chain. In order to be successful with the environmentally-
friendly practices, environmental strategies must be integrat-
ed into all stages of the value chain (Feller et al., 2006).

Rabelo et al. (2007) defines supply chains as life cycle proc-
esses to support the physical, information, financial, and 
knowledge aspects for moving products and services from 
suppliers to customers. Ketchen et al. (2008), on the other 
hand, defines supply chain as a system of people, activities, 
information, and resources involved in creating a product and 
then moving it to the customer. As the name implies, the pri-
mary focus in supply chains is upstream-pivoted, mainly on 
integrating supplier and producer processes, reducing waste 
and costs, improving efficiencies of supply, and the flow 
of materials from their various sources to their final desti-
nations. The goal of managing the supply chain is the crea-
tion of value for both customers; in the form of high quality 
products, and the supply chain partners; in the form of in-
creased profits. Efficient supply chain management will lead 
to bottom line improvement or costs reduction (Feller et al., 
2006; Rabelo et al. 2007). An integrated supply chains flow-
ing from supplier, to manufacturer, to customer and reverse 
logistics, which is closing the loop is termed as Green Supply 
Chain Management (GSCM) (Zhu et al., 2005). Similarly, 
when green purchasing, green manufacturing, green distribu-
tion, green marketing and reverse logistics are being com-
bined together, they form what is termed as Green Supply 
Chain Management (GSCM) (Chien & Shih, 2007). 

According to Al-Midimigh et al. (2004), value chain man-
agement is concerned primarily, with the customer from 
start to finish whereby supply chain becomes only a subset 
to value chain. Feller et al. (2006) summarized the relation-
ship between a value chain and a supply chain as complemen-
tary views of an extended enterprise with integrated business 
processes, which enable the flows of products and services in 
one direction, while value as represented in terms of demand 
and cash flow in other direction (Figure 2). 

Figure 2.0: Value Chain versus Supply Chain
 (Feller et al., 2006)

These various definitions denoted by different authors had 
been summarized in Table 1 for ease of reference. Based on 
the preceding discussion and by integrating the salient con-
cepts of all authors, value chain can be redefined as an up-
stream flow of value, in the form of demand or specifications, 
from customers to supplier via both the horizontal and vertical 
linked-set. Whereas the supply chain is a downstream flow of 
value-created, in the form of product and service, from the 
source to the customers via both the horizontal and vertical 
linked-set. Green value chain and green supply chain can be 
created by taking into consideration of the mitigation plan to 
allay the environmental aspect and impact. These definitions 
will be adopted throughout the entire research study.

Table 1: Value Chain versus Supply Chain
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Table 1: Value Chain versus Supply Chain 
No Value Chain Supply Chain 
1 Combination of nine generic value added 

activities that work together and are being 
practising within a company to provide 
value to customers (Porter, 1985). 

Tool to manage value created (Houlihan, 
1987). 

2 The horizontal linked set of value-creating 
activities from basic raw material sources 
for component suppliers through the 
ultimate end-use product delivered into the 
hands of final customers (Dekker, 2003).  

The vertical linked set of value-creating 
activities between the firm and its buyers 
and suppliers (Dekker, 2003).  

3 Concerned primarily, with the customer 
from start to finish whereby supply chain 
becomes only a subset to value chain (Al-
Midimigh et al., 2004). 

A downstream flow of goods and supplies 
from the source to the customers (Feller et
al., 2006). 

4 An upstream flow of value, in the form of 
demand, from customers to supplier 
(Feller et al., 2006) 

Life cycle processes to support the 
physical, information, financial, and 
knowledge aspects for moving products 
and services from suppliers to customers 
(Rabelo et al, 2007). 

5 A traditional production or assembly 
supply chain with added component of 
service (Rabelo et al, 2007). 

A system of people, activities, 
information, and resources involved in 
creating a product and then moving it to 
the customer (Ketchen et al., 2008). 

2.2   Antecedents of Green Value Chain 
 Companies are today facing increasing demands from various stakeholders concerning the 
environmental performance of their products and processes, whereby public authorities place 
growing demand on companies’ environmental performance to comply with legal and other 
requirements, customers are asking for green products, employees and neighborhood 
residents are concerned about the health and safety aspects of production and non-
governmental organizations are pressing companies for sustainability (Pesonen, 2001). Future 
sustainable competitiveness is therefore closely dependent on as to what extent the 
manufacturing companies are greened and being environmental friendly. 

In recent years, both regional and global attention has been given to the integration of 
economic, social and environment in a coherent form of eco-industrial development which 
seeks to increase business competitiveness, reducing waste and pollution, and improving 
working environment. Deepening environmental concerns and perceptions of increased risk 
to health and safety of community residents from industrial activities keeps on pressing 
corporations to adjust their actions evolutionary to accommodate to these changes by 
developing strategies and prioritizing environmental tasks (Stormer, 2008). From being 
perceived as a cost center, environmental management is now gaining wider acceptance as a 
legitimate business factor and is being viewed as a profit center whereby creating 
opportunities through innovation becomes a new focus of creating competitive advantage. 
Hence, current and future developments are expected to evolve to a process of deeper 
integration where products and processes are designed on the basis of environmental criteria 
(Stormer, 2008). 

2.2   Antecedents of Green Value Chain

Companies are today facing increasing demands from vari-
ous stakeholders concerning the environmental performance 
of their products and processes, whereby public authorities 
place growing demand on companies’ environmental per-
formance to comply with legal and other requirements, cus-
tomers are asking for green products, employees and neigh-
borhood residents are concerned about the health and safety 
aspects of production and non-governmental organizations 
are pressing companies for sustainability (Pesonen, 2001). 
Future sustainable competitiveness is therefore closely de-
pendent on as to what extent the manufacturing companies 
are greened and being environmental friendly.

3
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chains flowing from supplier, to manufacturer, to customer and reverse logistics, which is 
closing the loop is termed as Green Supply Chain Management (GSCM) (Zhu et al., 2005). 
Similarly, when green purchasing, green manufacturing, green distribution, green marketing 
and reverse logistics are being combined together, they form what is termed as Green Supply 
Chain Management (GSCM) (Chien & Shih, 2007).  

According to Al-Midimigh et al. (2004), value chain management is concerned 
primarily, with the customer from start to finish whereby supply chain becomes only a subset 
to value chain. Feller et al. (2006) summarized the relationship between a value chain and a 
supply chain as complementary views of an extended enterprise with integrated business 
processes, which enable the flows of products and services in one direction, while value as 
represented in terms of demand and cash flow in other direction (Figure 2).  

Figure 2.0: Value Chain versus Supply Chain (Feller et al., 2006) 

These various definitions denoted by different authors had been summarized in Table 
1 for ease of reference. Based on the preceding discussion and by integrating the salient 
concepts of all authors, value chain can be redefined as an upstream flow of value, in the 
form of demand or specifications, from customers to supplier via both the horizontal and 
vertical linked-set. Whereas the supply chain is a downstream flow of value-created, in the 
form of product and service, from the source to the customers via both the horizontal and 
vertical linked-set. Green value chain and green supply chain can be created by taking into 
consideration of the mitigation plan to allay the environmental aspect and impact. These 
definitions will be adopted throughout the entire research study. 
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In recent years, both regional and global attention has been 
given to the integration of economic, social and environment 
in a coherent form of eco-industrial development which seeks 
to increase business competitiveness, reducing waste and 
pollution, and improving working environment. Deepening 
environmental concerns and perceptions of increased risk to 
health and safety of community residents from industrial ac-
tivities keeps on pressing corporations to adjust their actions 
evolutionary to accommodate to these changes by develop-
ing strategies and prioritizing environmental tasks (Stormer, 
2008). From being perceived as a cost center, environmental 
management is now gaining wider acceptance as a legitimate 
business factor and is being viewed as a profit center where-
by creating opportunities through innovation becomes a new 
focus of creating competitive advantage. Hence, current and 
future developments are expected to evolve to a process of 
deeper integration where products and processes are designed 
on the basis of environmental criteria (Stormer, 2008).

In brief, green initiatives can be driven by a combination 
of drivers – legal compliances, corporate citizenship, envi-
ronmental protection, sustainable development, as well as 
long-term sustainable competitive advantages in terms of 
economic opportunity in the form of potential cost reductions 
and new marketing opportunities. In fact, the most compel-
ling reason for organizations adopting lean is the economic 
and environmental benefits of going green (Dawes, 2009). 
Therefore, it is now imperative to analyze the entire life-cycle 
effects of all products and processes (Beamon, 1999; Pujari et 
al., 2003;  Knight & Jenkins, 2009). Hervani et al. (2005) had 
identified competitive forces as primary reason that caused 
organizations to look externally to determine how to sustain 
long-term competitive advantage; and stakeholders as sec-
ondary reason that caused organizations to explicitly consider 
the environment in their strategic and operational planning 
execution. In addition to these, objective evidence presented 
by Clemens & Douglas (2006) also ascertained that external 
institutional force such as regulation or legislation play major 
roles in encouraging companies to adopt voluntary green ini-
tiatives. Nevertheless, sustainability is expected not only to 
be limited by merely going on green, but has to be extended 
to other dimensions such as Social Corporate Responsibility 
(Millen & Walker, 2009).

2.2.1 Sustainable Development  

Sustainable Development (SD) is being defined by the World 
Commission on Environment and Development as “Develop-
ment that meets the needs of the present without compromis-
ing the ability of future generations to meet their own needs”. 
Kleindorfer et al. (2005) suggested that the evolution towards 
sustainable operation shall therefore be integrated into three 
areas, namely (i) Green product and process development; 
(ii) Lean and green operation management; and (iii) Remanu-
facturing and closed-loop supply chains. Gandhi et al. (2006), 
through their Four Forces Model, advocate that the process 
leading towards Sustainable Development (SD) is in fact be-
ing driven by four forces, namely (i) Unsustainable Develop-
ment; (ii) Environmental Degradation; (iii) Greening Force; 
and (iv) Greening Process. The causal relationship among the 
various constituents has been delineated as follows:

(i) Current Unsustainable Development will result in current 
Environmental Degradation, and its effect is Greening Force.

(ii) This Greening Force, in turn, will result in Greening Proc-
ess, and its effect is future Sustainable Development. 

According to Institutional Isomorphism Theory, Greening 
Force can be further classified as (i) Coercive Force e.g. law 
or regulations; (ii) Normative Force e.g. Society and pro-
fessional organization; and (iii) Mimetic Force, where the 
companies have desire to be market leader (Sharfman et al., 
2004). Albeit there exist barriers owing to psychological, or-
ganizational, institutional, and economic influences through-
out the process of adopting the sustainable technologies in 
the manufacturing process (Baldwin et al., 2005), extensive 
studies showed that companies can actually create Sustaina-
ble Development through environmental initiatives along the 
entire length of value and supply chains (Caldwell & Small-
man, 1996; Handfield et al., 1997; Setthasakko, 2009; Mar-
kley et al., 2007; Vachon & Mao, 2008). In fact, manufac-
turing companies in industrialized nations had demonstrated 
that the benefits gained from embarking Environmental Man-
agement System are related to green and efficient operation. 
This is particularly important for newly industrialized coun-
tries where Sustainable Development is lacking (Tan, 2005).

2.2.2 Corporate Social Responsibility

Corporate Social Responsibility (CSR), which is the main 
tool to implement sustainable development (Streimikiene et 
al., 2009), is being defined by the European Commissions 
as a concept whereby companies decide voluntarily to con-
tribute to a better society and a cleaner environment by inte-
grating social and environmental concerns in their business 
operations and in their interaction with their stakeholders 
(COM, 2001). For decades, this popular concept, which ap-
pears to be a new battle ground for sustainable competitive 
advantage, has been a subject of intense debate among the 
scholars, practitioners and theorists. CSR, in fact, centers on 
the idea that a corporation may be held socially and ethically 
accountable by an expansive array of stakeholders such as 
employees, consumers, governments, communities, NGOs, 
investors, supply chain members, union, regulators, the me-
dia, and even the broader society including future generations 
(Maloni & Brown, 2006).

Meehan et al. (2006) suggested that a successful corporate 
responsibility orientation requires the presence of three si-
multaneous elements i.e. (i) Ethical and social commitments, 
(ii) Connection with partners in the value network; and (iii) 
Consistency of behavior over time to build trust. Ethical and 
social commitments represent the values element of social 
resources which comprise the ethical standards and social ob-
jectives the organization subscribes to and are manifested in 
its mission, strategic objectives, strategy programmes, organ-
izational policies and corporate culture. When organization-
wide commitment to robust ethical standards is deficient, due 
to a consistent focus on short-term profits across the value 
network, corporate legitimacy will likely to decline. The 
structure of relationship within the value, on the other hand, 
is the means through which a joint implementation of 
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a socially oriented value network is achieved. Where an in-
dividual organization espoused a commitment to particular 
social values, but fails to work towards their dissemination 
within the wider value network, a stakeholder deficit will 
prevail. Consistency, however, refers to the behavioral ele-
ment of social resources over time and across all facets of an 
organizations operation. Failure to consistently behave in line 
with the stated value commitments, using externally assured 
social auditing systems, will ultimately result in Corporate 
Social Performance deficit. As summary, weakness in one of 
these three elements will engender in a failure to adequately 
achieve a real corporate responsibility orientation. 

In the light of the recent upsurge of environmental concerns 
worldwide, there emerges a new terminology i.e. Ecological 
Citizenship. Concept of which outlines demand of citizens to 
be free from environmental risks inflicted on them by others, 
irrespective of whether these risks are originated from inside 
or outside of the territory of the nation-states they belong 
to. With the increase of both formal and informal transna-
tional networks for environmental politics and governance, 
and strengthened very much by the upsurge in information 
governance, the post-national forms of ecological citizenship 
will gain most likely considerable importance in the near fu-
ture (Spaargaren & Mol, 2008). Customer’s environmental 
performance requirements can sometimes have a positive 
influence on a supplier’s strategic level of commitment to-
ward its environmental responsibilities. Increasing levels of 
the supplier’s strategic environmental commitment is, in turn, 
expected to have a positive impact on the supplier’s envi-
ronmental performance. Therefore, by encapsulating envi-
ronmentally relevant goals, practices or technologies within 
supply chain, large organizations can, through imparting 
new knowledge and green environmental concept, provide a 
modus for organizations to extend their goals of CSR, com-
municate their commitment to such goals and provide a lead-
ership role to their suppliers (Simpson et al., 2007). Business 
benefits that derive from CSR activities can be classified into 
five main areas, namely (Weber, 2008):

i.  Positive effects on company image and reputation;
ii.  Positive effects on employee motivation, retention, and 

recruitment;
iii.  Cost savings;
iv.  Revenue increases from higher sales and market share; 

and
v.  CSR-related risk reduction or management.

2.3  Outcomes of Green Value Chain

The increasing importance of the environmental management 
concerns in business has eventually required operations man-
agement and value chain managers to carefully reevaluate 
their actions and influences owing to the very intimate rela-
tionship between value chain activities and the environmen-
tal footprint of a company (Handfield et al., 1997). Greening 
the value chain, thus, becomes an important consideration 
for breaking through the competition in creating sustainable 
competitive advantage for future survival of many industries 
(Rao & Holt, 2005).

In a survey conducted by Tan (2005), the main three major 
“reason-grouping” indicates that manufacturing companies 
in India generally adopt Environmental Management System 
attributable to (i) aiming at gaining competitive advantages; 
(ii) aiming at gaining government incentives; and (iii) influ-
ence from authoritative parties such as parent companies. 
Chavan (2005), on the other hand, grouped these benefits 
into eight broad categories i.e. (i) Clean and green operation; 
(ii) Effective operations; (iii) Profitability; (iv) Competitive 
product or service; (v) Market expansion; (vi) Improvement 
in company image; (vii) Improvement in management; and 
(viii) Others. 

According to Gandhi et al. (2006), greening of value chain 
will finally lead to future sustainability via formation of 
win-win alliance with regulatory, community and consum-
ers. Hence, greening shall no longer be perceived as merely 
to reduce environmental impact, but also to improve effi-
ciency and sustainable competitive advantage (Gandhi et 
al., 2006), whereby environmental profits are believed can 
be realized through achieving eco-efficiency via reducing of 
material flows and increasing resource productivity; using of 
biodegradable goods which avoid toxic emissions and waste 
generation etc. This implies that the strategy of the corpo-
ration has to be continually adjusted. In reality, sustainable 
strategies that managed to seize value-creation opportunities 
offers significant competitive advantages for early adopters 
and process innovators (Miller & Walker, 2009). Despite of 
various possible outcomes as being expounded in the preced-
ing discussion, these outcomes are believed will eventually 
converge towards supporting the Sustainable Competitive 
Advantage. Hence, in this research study, Sustainable Com-
petitive Advantage will be deemed as the sole outcome of the 
research interest.

2.3.1 Sustainable Competitive Advantage (SCA)

Sustainable Competitive Advantage is a key to ensure a sus-
tained, superior long-term performance (Bharadwaj et al., 
1993; Lado & Wilson, 1994). According to the industrial-
organization economics, sustainable competitive advantage 
is based on strategic positioning of companies within an in-
dustry. Mobility barriers within an industry are the first major 
factor that sustains competitive advantage (Baaij et al., 2004). 
The ability of some companies to exploit the environment is-
sue as a competitive advantage has turned eco-efficiency in 
an opportunity to improve production process performance 
by means of new cleaner technologies, process modifications 
and appropriate management practices. Analyses had demon-
strated that environmental management towards cleaner pro-
duction processes has now been shifted from a compliance 
point of view into a strategic issue which supports company’s 
long-term competitiveness (Cagno et al., 2005).

The sources of Sustainable Competitive Advantage can be 
classified according to four types of capability differential 
viz. (i) Functional differential; (ii) Positional differential; (iii) 
Cultural differential; and (iv) Regulatory differential (Coyne, 
1986; Hall, 1992). Functional differential results from the 
knowledge, skill and experience of employees and other 
stakeholders within the value chain. When this know-
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how can be utilized to produce products which will maintain 
and win the market share, Functional differential is created. 
Cultural differential includes the habits, attitudes, beliefs and 
values, which permeate individuals and groups throughout 
the entire organization. Positive organizational culture will 
most likely render to competitive advantage. Positional dif-
ferential is closely associated with a consequence of past ac-
tion which led to creation of reputation, goodwill, or a special 
vantage position in marketplace etc. Besides contributing to 
competitive advantage, Positional differential also leads to 
a defendable position. Regulatory differential results from 
the possession of legal entities such as intellectual property 
rights, contracts, trade secrets etc. Similar to Positional dif-
ferential, Regulatory differential also leads to a defendable 
position, attributable mainly to protection by law (Coyne, 
1986; Hall, 1992).

2.4  Green Value Chain and Sustainable Competitive Ad-
vantage

The concept of Sustainability is inherently difficult to define 
in the light of its specific meaning and practical applications 
are in nature (a) highly dynamic – as a result of constantly 
seeking for balance in the face of shifting background condi-
tions; (b) largely indefinite – as a result of being based on nec-
essarily abstract, context-specific, and very long-term goals; 
and finally, (c) highly contested – as a result of the interweav-
ing human values, perceptions and competing political inter-
ests evoked by the concept. These important attributes are in 
clear contrast against those of the one-time improvements in 
policy, practices, infrastructure, technology etc. that can be 
easily eroded over time (Mog, 2004). In general, competitive 
advantage can result either from implementing a value-cre-
ating strategy not simultaneously being implemented by any 
current or potential competitors or through superior execu-
tion of the same strategy as competitors, and sustainability 
is said had been achieved when the advantage resists erosion 
by competitor behavior (Bharadwaj et al., 1993). In the con-
text of Green Value Chain, companies will thereby improve 
their public image and market position, and at the same time 
boosting their sales and profits. Hence, environmental leader-
ship can often deliver competitive advantages (Sarmento et 
al., 2007).

2.5  Theoretical Framework and Hypotheses

Gil et al. (2007) had, through his research works, identified 
four antecedents of environmentalism i.e. social concern, 
regulatory forces, the possibility of gaining competitive ad-
vantage, and finally management commitment. Social con-
cern is a two-sense antecedent. On one hand, consumers may 
demand environmentally friendly products. On the other 
hand, activists, Non-profit Organizations etc. may influence 
the companies’ strategies and orientation. The second ante-
cedent encompasses regulatory forces, whereby political and 
institutional pressure may exert on the adoption of environ-
mental marketing actions. Furthermore, regulatory forces are 
an antecedent of green initiatives as they condition decisions 
related to packaging, product formulation and distribution 
channels. Thirdly, the possibility of obtaining competitive 
advantage is seen as an extremely important economic force 

that, both internal and externally, influences this greening ef-
forts of manufacturing companies. Apart from these, man-
agement commitment is also being considered as one of the 
major antecedents as its presence substantially influences 
companies’ determination to implement greening initiatives. 
Apart from the preceding mentioned antecedents, the firm’s 
size and type are also being considered as having a moderat-
ing effect between those factors and managerial behavior (Gil 
et al., 2007).

In order to enable realization of the greening efforts, Zhu et 
al. (2005) emphasized that due attention must also be placed 
on the development of infrastructure. Cagno et al. (2005) ar-
gued that technological change is in fact one of the most com-
mon and effective path in reduction at source interventions 
i.e. to come out with new cleaner technology and process, 
technology and process improvement. This has been support-
ed by other authors, for example, Omer (2008) had pointed 
out that the development and adoption of suitable renewable 
energy technology in buildings has played a vital role in the 
greening initiative. Hence, technology availability shall also 
be perceived as one of the important antecedent among the 
others. Donnelly et al. (2006), on the other hand, are opined 
that apart from technology, it is imperative for the manage-
ment to provide sufficient skilled personnel and financial 
resources to ensure implementation and continual improve-
ment of the environmental project. The following proposi-
tion of research framework (Figure 3) adopts the basic logic 
of the Antecedence-Outcomes Effect Theory which links (i) 
various Sustainable Development Indicators to possible out-
comes of Green Value Chain; and (ii) various Green Value 
Chain Indicators to possible outcomes of Sustainable Com-
petitive Advantage:

3.0 Methodology 

The present study on the “Antecedence-outcomes Analysis 
on Green Value Chain: Perspectives from Sustainable Devel-
opment and Sustainable Competitive Advantage” for manu-
facturing companies in India is based on a survey which are 
closely related to the respective independent variables and 
dependent variables as presented in the Research Design 
Framework (Figure 3), by adopting the 5-points Likert scale. 
The targeted respondents comprised of those managers or ex-
ecutives who are directly involved in handling the environ-
mental related projects or programs in Indian manufacturing 
companies.

3.1 Indicators of Sustainable Development 

Sustainable Development, as being defined by the United Na-
tion, encompasses the economic, environmental and social 
dimensions of the development process. It is a process of 
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change in which the exploitation of resources, the direction 
of investments, the orientation of technological development 
and the institutional change are in harmony and increase the 
present, as well as the future, possibility to accommodate hu-
man needs (Ragas et al., 1995). Extensive research studies 
indicate that economic analysis is the most developed at the 
strategic level, environmental assessment is much less de-
veloped, and social appraisal is the least developed form of 
strategic assessment (Bond et al., 2001). CSR management 
is, by its underpinning working principles, very similar to 
corporate sustainability management, which aims to integrate 
the economic, environment, and social aspects of business 
management. Hence, economic success in terms of financial 
performance is always been seen as a possible outcome of 
CSR management (Weber, 2008). In this research study, in-
dicators for the measurement of Sustainable Development for 
manufacturing companies are being identified as the degree 
to which a company meets the legal requirements, as well as 
costs or expenses spent by the companies on EMS training, 
installation of environmental related equipment, risk mitiga-
tion plan, and for conducting CSR programs.

3.2  Indicators of Green Value Chain 

Achievement of Green Value Chain can be measured in terms 
of waste recycling, lower level of greenhouse gas emission, 
and environmental innovation (Vachon & Mao, 2008). Nev-
ertheless, in order to achieve Green Value Chain, Beamon 
(1999) advocated that manufacturing companies must de-
velop procedures that focus on operations analysis, continu-
ous improvement, measurement, and objectives. According 
to Beamon (1999), a single performance measure will likely 
be inadequate in assessing the true performance. Hence, such 
a performance system must be viewed from a much more 
broaden and holistic perspective to include in the assessment 
of the environmental impact gave rise due to the manufac-
turing value chains in terms of waste, energy usage, and re-
source usage. 

3.3  Indicators Of Sustainable Competitive Advantage  

Sustainable competitive advantage of an organization can be 
obtained through rational architecture, reputation, innova-
tion, and strategic assets (Kay, 1995). Where resources with 
these kinds of characteristics are deployed in ways that cre-
ate value for customers, a Sustainable Competitive Advan-
tage can be attained leading to enduring superior marketplace 
performance which can be measured in conventional terms 
such as market share, customer satisfaction etc., and financial 
performance such as return in investment  shareholder wealth 
creation, profitability etc. (Bharadwaj et al., 1993). Cagno et 
al. (2005) had, through analysis of 134 industrial pollution 
prevention project reports, confirmed that economic returns 
derived from cleaner production is evident.

3.3.1  Financial Performance

Financial performance, within the context of the research 
study, is being defined as cost reduction, growth of market 
share, and increment of profit. As Green Value Chain can have 
a significant reduction on the costs of material purchased, en-

ergy consumed, waste generated, avoidance of fines due to 
violation against regulations, it can have a positive effect on a 
corporation’s financial performance (Zhu and Sarkis, 2004), 
and improvement in net sales (Markley & Davis, 2007). 

3.3.2 Environmental Performance

Implementation of Green Value Chain is believed can often 
lead to significant reduction in the environmental accident, 
and compound due to violation against the environmental 
regulations (Tan, 2005), mainly attributable to better pol-
lution control and recycling measures (Markley & Davis, 
2007). Hence, evaluation on these two indicators, together 
with the EMS assessment rating, 5R achievement rating and 
usage of renewable resource in terms of percentage use will 
also be carried out during the survey (Hervani et al., 2005).

3.3.3  Social Performance

Tan (2005) had posited that implementation of Green Value 
Chain will lead to improvement of company’s image and 
public awareness as customers and stakeholders would have 
more confidence in the management, and the way the compa-
ny conducts its business. Hence, evaluation on these two in-
dicators, together with the CSR rating, Customer Satisfaction 
rating, employees rating (Markley & Davis, 2007), frequency 
of customer returns, and unfavorable press coverage will be 
carried out during the survey (Hervani et al., 2005).

3.4 Control Variables

Responsible and sustainable company realizes the important 
of acknowledging its economic, social, and environmental re-
sponsibilities and the needs as well as the concerns of a wide 
range of stakeholders, while at the same time, to build on a 
stable platform to sustain its future growth and profitability 
(Streimikiene et al., 2009). Often, companies that risk regula-
tory and product compliance breakdowns can suffer costly 
business interruptions including product re-designs, delayed 
market launches, product recalls and sometimes, can even be 
blocked from selling a product in a certain country or region 
(Dawes, 2009). Deepening environmental concerns and per-
ceptions of increased risk to health and safety of community 
residents from industrial activities have led to a significant 
increase in interest in research at the interface of environmen-
tal management and operations of industries (Gandhi et al., 
2006). Nevertheless, the complexity of the research emerged 
as there are many contextual variables which could possibly 
affect the research outcomes. In order to ensure validity and 
reliability of the research findings, several control variables 
have been identified in this research study i.e. (i) Types of 
industry; (ii) Reasons to implement Green Value Chain; and 
(iii) Degree of involvement of respondent in implementing 
Green Value Chain. 

3.5  Population and Samples

The population of interest for this research is ISO14001 certi-
fied manufacturing companies. According to Department of 
Standards India (2009), there is to-date a total of 774 EMS 
certified companies throughout the whole India. Out of 
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which, about 78% or 603 are being classified as manufactur-
ing companies (Figure 4). The related EMS certificates were 
issued by eight Certification Bodies accredited by Standards 
India. Since the total number of variables is 4, the sample size 
is hence determined to be 10 times of the number of variables 
i.e. 40. 

Figure 4: ISO14001 Certified Companies in India as at 31 
August 2009

3.5  Procedure

As data analyses involve in the research paper are mainly 
economic-related indicators, which are often been deemed 
as the most sensitive, confidential, and difficult to obtain 
parameters, the main data source for this research will thus 
be restricted only to the secondary data source released by 
the Public-listed Manufacturing Companies. Data obtained 
thereof will be analyzed by using Statistical Software Pack-
age, SPSS 16.0.

4.0  Conclusion

The important of environmental practice as competitive ne-
cessity in the world of business has lead towards the needs 
of companies to applying the Green Manufacturing as part 
of the evolution of Green Supply Chain. The research in the 
antecedence outcome effect of Sustainable Development in 
creating the Green Value Chain; and Green Value Chain in 
creating Sustainable Competitive Advantage, for the manu-
facturing companies in India will enable to close the gap of 
understanding the important and crucial role lead by these 
drivers towards the effort of improving the manufacturing 
companies sustainable strategies.

References

Al-Mudimigh, A. S., Zairi, M., & Ahmed, A. M. M. (2004). 
Extending the concept of supply chain: The effective man-
agement of value chains. Int. J. Production Economics, 87, 
309-320.

Arifin, K., Aiyub, K., Awang, A., Jahi, J. M., & Iteng, R. 
(2009). Implementation of Integrated Management System 
in India: The Level of Organization’s Understanding and 
Awareness. European Journal of scientific Research, 31(2), 
188-195.

Baaij, M., Greeven, M. & Dalen, J.V. (2004). Persistent Su-

perior Economic Performance, Sustainable Competitive Ad-
vantage, and Schumpetarian Innovation: Leading Established 
Computer Firms 1954-2000. European Management Journal, 
22(5), 517-531.

Baldwin, J. S., Allen, P. M., Winder, B., & Ridgway, K. 
(2005). Modelling manufacturing evolution: thoughts on sus-
tainable industrial development. Journal of Cleaner Produc-
tion, 13, 887-902.

Bharadwaj, S., Vradarajan, P. R., & Fahy, J. (1993). Sustain-
able competitive advantage in service industries: A concep-
tual model and research propositions. Journal of Marketing, 
57(4), 83-89.

Beamon, B. M. (1999). Designing the green supply chain. 
Logistics Information Management, 12(4), 332-342.

Bond, R., Curran, J., Kirkpatrick, C., & Lee, N. (2001). In-
tegrated Impact Assessment for Sustainable Development: 
A Case Study Approach. World Development, 29(6), 1011-
1024.

Cagno, E., Trucco, P., & Tardini, L. (2005). Cleaner produc-
tion and profitability: analysis of 134 industrial pollution pre-
vention (P2) project reports. Journal of Cleaner Production, 
13, 593-605.

Caldwell, N., & Smallman, C. (1996). Greening the value 
chain: operational issues faced by environmental manage-
ment in the UK car manufacturing industry. Eco-Manage-
ment and Auditing, 3, 82-90.

Callens, I. & Tyteca, D. (1999). Towards Indicators of Sus-
tainable Development for Firms: A Positive Efficiency Per-
spective. Ecological Economics, 28, 41-53.

Chavan, M. (2005). An appraisal of environment manage-
ment systems - a competitive advantage for small business. 
Management of Environmental Quality: An International 
Journal, 16(5), 444-463.

Chien, M. K., & Shih, L. H. (2007). An empirical study of the 
implementation of green supply chain management practices 
in the electrical and electronic industry and their relation to 
organizational performances. Int. J. Environ. Sci. Tech., 4(3), 
383-194.

Clemens, B., & Douglas, T. J. (2006). Does coercion drive 
firms to adopt ‘voluntary’ green initiatives? Relationships 
among coercion, superior firm resources, and voluntary green 
initiatives. Journal of Business Research, 59, 483-491.

Coyne, K. P. (1986). Sustainable Competitive Advantage – 
What it is and what it isn’t, Business Horizons, Jan/Feb, 54-
61.

COM (2001). Green Paper: Promoting a European frame-
work for Corporate Social Responsibility. COM. (2001). 
366 final. 18.7.2001. Brussels: Commission of the European 
Communities.

8

 

15 
 

Figure 4: ISO14001 Certified Companies in India as at 31 August 2009 

3.5    Procedure 
As data analyses involve in the research paper are mainly economic-related indicators, which 
are often been deemed as the most sensitive, confidential, and difficult to obtain parameters, 
the main data source for this research will thus be restricted only to the secondary data source 
released by the Public-listed Manufacturing Companies. Data obtained thereof will be 
analyzed by using Statistical Software Package, SPSS 16.0. 

4.0 CONCLUSION 
The important of environmental practice as competitive necessity in the world of business has 
lead towards the needs of companies to applying the Green Manufacturing as part of the 
evolution of Green Supply Chain. The research in the antecedence outcome effect of 
Sustainable Development in creating the Green Value Chain; and Green Value Chain in 
creating Sustainable Competitive Advantage, for the manufacturing companies in India will 
enable to close the gap of understanding the important and crucial role lead by these drivers 
towards the effort of improving the manufacturing companies sustainable strategies. 

REFERENCES 

Al-Mudimigh, A. S., Zairi, M., & Ahmed, A. M. M. (2004). Extending the concept of supply 
chain: The effective management of value chains. Int. J. Production Economics, 87,
309-320.

Arifin, K., Aiyub, K., Awang, A., Jahi, J. M., & Iteng, R. (2009). Implementation of 
Integrated Management System in India: The Level of Organization's Understanding 
and Awareness. European Journal of scientific Research, 31(2), 188-195. 



Skyline Business Journal, Volume VI - Issue 1 - 2010 - 11

Curkovic, S. (2003). Environmental Responsible Manufac-
turing: The development and validation of a measurement 
model. European Journal of Operational Research, 146, 130-
155.

Dahlstrom, K. & Ekins, P. (2006). Combining economic and 
environmental dimensions: Value chain analysis of UK iron 
and steel flows. Ecological Economics, 58(3), 507-519.

Dawes, S. (2009). Integrating lean and green initiatives in 
manufacturing organizations. Supply Chain Solutions, Jul/
Aug, 44-47.

Dekker, H. C. (2003). Value chain analysis in interfirm rela-
tionships: a field study. Management Accounting Research, 
14, 1-23.

Donnelly, K., Beckett-Funnell, Z., Traeger, S., Okrasinski, 
T., & Holman, S. (2006). Eco-design implemented through 
a product-based environmental management system. Journal 
of Cleaner Production, 14, 1357-1367.

Feller, A., Shunk, D., & Callarman, T. (2006). Value Chains 
Versus Supply Chains. BPTrends, March, 1-7.

Ferretti, I., Zanoni, S., Zavanella, L., & Diana, A. (2007). 
Greening the aluminium supply chain. International Journal 
of Production Economics, 108, 236-245.

Gandhi, N. M. D., Selladurai, V., & Santhi, P. (2006). Un-
sustainable development to sustainable development: a con-
ceptual model. Management of Environmental Quality - An 
International Journal, 17, 654-672.

Geng, Y. & Doberstein, B. (2008). Greening Government 
Procurement in Developing Countries: Building Capacity in 
Beijing. Journal of Environmental Management, 88, 932-938.
Gil, R. B., Andres, E. F., & Salinas, E. M. (2007). The rel-
evance of the environmental factor in corporate strategies: 
An application to the consumer goods industry. Journal of 
Applied Business Research, 23(1), 79-94.

Green, K., Morton, B., & New, S. (1998). Green purchasing 
and supply policies: do they improve companies’ environ-
mental performance? Supply Chain Management, 3(2), 89-
95.

Grunert, K. G., & Hildebrandt, L. (2004). Success factors, 
competitive advantage and competence development. Jour-
nal of Business Research, 57, 459-461.

Hall, R. (1992). The strategic analysis of intangible resourc-
es. Strategic Management Journal, 13(2), 135-144.

Hamel, G., & Prahalad C. K. (1994). Competing for the fu-
ture: Breakthrough strategies for seizing control of your in-
dustry and creating the markets of tomorrow. Harvard Busi-
ness School Press, Boston, Massachusetts.

Hammer, M. (1990). Re-engineering work: Don’t automate, 
obliterate. Harvard Business Review, 68(4), 104-112.

Handfield, R. B., Walton, S. V., Seegers, L., & Melnyk, S. A. 
(1997). Greening value chain practices in the furniture indus-
try. Journal of Operations Management, 15, 293-315.

Hervani, A. A., Helms, M. M., & Sarkis, J. (2005). Perform-
ance measurement for green supply chain management. 
Benchmarking: An International journal, 12(4), 330-353.

Houlihan, J. B. (1987). International supply chain manage-
ment. International Journal of Physical Distribution and Ma-
terials Management, 17(2), 51-66.

Kay J. Why firms succeed. Oxford: Oxford Univ Press; 1995.
Ketchen, D. J., Rebarick, W., Hult, G. T. M., & Meyer, D. 
(2008). Best value supply chains: A key competitive weapon 
for the 21st century. Business Horizons, 51(235-243).

Kleindorfer, P. R., Singhal, K., & Wassenhove, L. N. V. 
(2005). Sustainable Operations Management. Production and 
Operations Management, 14(4), 482-492.

Knight, P., & Jenkins, J. O. (2009). Adopting and applying 
eco-design techniques: a practitioners perspective. Journal of 
Cleaner Production, 17, 549-558.

Lado, A. A., & Wilson, M. C. (1994). Human resource sys-
tems and sustained competitive advantage: a competency-
based perspective. Academy of Management Review, 19, 
699-727.

Madu, C. N., Kuei, C., & Madu, I. E. (2002). A hierarchic 
metric approach for integration of green issues in manufac-
turing: a paper recycling application. Journal of Environmen-
tal Management, 64, 261-272.

Maloni, M., & Brown, M. (2006). Corporate social responsi-
bility in the supply chain: an application in the food industry. 
Journal of Business Ethics 68, 35-52.

Markley, M. J., & Davis, L. (2007). Exploring future com-
petitive advantage through sustainable supply chains. Inter-
national Journal of Physical Distribution & Logistics Man-
agement, 37(9), 763-774.

Meehan, J., Meehan, K., & Richards, A. (2006). Corporate 
social responsibility: the 3C-SR model. International Journal 
of Social Economics, 33(5/6), 386-398.

Millen, J., & Walker, L. L. (2009). The 21st supply chain 
executive: Global and Green. Supply & Demand Chain 
Executive(Feb / Mar), 33-35.

Mog, J. M. (2004). Struggling with Sustainability - A Com-
parative Framework for Evaluating Sustainable Development 
Programs. World Development, 32(12), 2139-2160.

Ofori, G. (2000). Greening the construction supply chain in 
Singapore. European Journal of Purchasing and Supply Man-
agement, 6(3-4), 195-206.

Omer, A.M. (2008). Energy, Environment and Sustainable 
9



Skyline Business Journal, Volume VI - Issue 1 - 2010 - 11

Development. Renewable and Sustainable Energy Reviews, 
12, 2265-2300.

Peppard, J., & Rylander, A. (2006). From value chain to 
value network: Insights for mobile operators. European Man-
agement Journal, 24(2-3), 128-141.

Pesonen, H.-L. (2001). Environmental management of value 
chains. GMI, 31, 45-58.

Porter, M.E. & Millar, V.E. (1985). How information gives 
you competitive advantage. Harvard Business Review.

Pujari, D., Wright, G., & Peattie, K. (2003). Green and com-
petitive influences on environmental new product develop-
ment performance. Journal of Business Research, 56, 657-
671.

Ragas, A. M. J., Knapen, M. J., Van de Heuvel, P. J. M., 
Eijkenboom, R. G. F. T. M., Buise, C. L., & Van de Laar, B. 
J. (1995). Towards a sustainability indicator for production 
systems. Journal of Cleaner Production, 3(1-2), 123-129.

Rao, P., & Holt, D. (2005). Do green supply chains lead to 
competitiveness and economic performance? International 
Journal of Operation & Production Management, 25(9), 898-
916.

Rabelo, L., Hamidreza, Shaalan, T., & Helal, M. (2007). Val-
ue chain analysis using hybrid simulation and AHP. Int. J. 
Production Economics, 105, 536-547.

Sarkis, J., & Rasheed, A. (1995). Greening the Manufactur-
ing Function. Business Horizons, 1995(September-October), 
17-26.

Sarmento, M., Durao, D. & Duarte, M. (2007). Evaluation 
of Company effectiveness in Implementing Environmental 
Strategies for a Sustainable Development. Energy, 32, 920-
926.

Sharfman, M. P., Meo, M., & Ellington, R. T. (2004). Regu-
lation, business and sustainable development: the antecedents 
of environmentally conscious technological innovation. The 
American Behavioral Scientist, 44(2), 277-303.

Simpson, D., Power, D., & Samson, D. (2007). Greening 
the automotive supply chain: a relationship perspective. In-
ternational Journal of Operation & Production Management, 
27(1), 28-48.

Solvang, W. D., Roman, E., Deng, Deng, Z. Q., & Solvang, 
B., (2006). In International Federation for Information 
Processing (IFIP), 207, Knowledge Enterprise: Intelligent 
Strategies in Product  Design, Manufacturing, and Manage-
ment. Eds. Wang, K., Kovacs, G., Wozny, M., & Fang, M., 
Boston: Springer, 350-355.

Spaargaren, G., & Mol, A. P. J. (2008). Greening global con-
sumption: Redefining politics and authority. Global Environ-
mental Change, 18, 350-359.

Stormer, E. (2008). Greening as strategic development in in-
dustrial change-why companies participate in eco-networks. 
Geoforum, 39, 32-47.

Setthasakko, W. (2009). Barriers to implementing corporate 
environmental responsibility in Thailand - a qualitative ap-
proach. International Journal of Organizational Analysis, 
17(3), 169-183.

Streimikiene, D., Simanaviciene, Z., & Kovaliov, R. (2009). 
Corporate social responsibility for implementation of sus-
tainable energy development in Baltic states. Renewable and 
Sustainable Energy Reviews, 13, 813-824.

Tan, X. C., Liu, F., Cao, H. J., & Zhang, H. (2002). A deci-
sion-making framework model of cutting fluid selection for 
green manufacturing and a case study. Journal of Materials 
Processing Technology, 129, 467-470.

Tan, L. P. (2005). Implementing ISO 14001: Is it beneficial 
for firms in newly industrialized India. Journal of Cleaner 
Production, 13, 397-404.

Taylor, D. H. (2005). Value chain analysis: an approach to 
supply chain improvement in agri-food chains. International 
Journal of Physical Distribution & Logistics Management, 
35(10), 744-761.

Vachon, S., & Mao, Z. (2008). Linking supply chain strength 
to sustainable development. Journal of Cleaner Production, 
16, 1552-1560.

Weber, M. (2008). The business case for corporate social 
responsibility: A company-level measurement approach for 
CSR. European Management Journal, 26, 247-261.

Zhu, Q. & Dou, Y. (2007). Evolutionary Game Model be-
tween Governments and Core Enterprises in Greening Sup-
ply Chains. System Engineering-Theory & Practice.

Zhu, Q. and Sarkis, J. (2004). Relationships between oper-
ational practices and performance among early adopters of 
green supply chain management practices in Chinese manu-
facturing enterprises. Journal of Operations Management, 
22(3), 265-289.

Zhu, Q., Sarkis, J., Cordeiro, J.J. & Lai, K. (2008). Firm-level 
correlates of emergent green supply chain management prac-
tices in the Chinese context. Omega, 36, 577-591.

Zhu, Q., Sarkis, J., & Geng, Y. (2005). Green supply chain 
management in China: pressures, practices and performance. 
International Journal of Operation & Production Manage-
ment, 25(5), 449-468.

10



Skyline Business Journal, Volume VI - Issue 1 - 2010 - 11

R.C. Walke
Doctoral Ph.D Student 

VJTI, University of Mumbai, Mumbai
Email: rc_walke@rediffmail.com

Prof. Dr. Vinay Topkar
Professor 

VJTI, University of Mumbai, Mumbai
Email: vmtopkar@vjti.org.in

Dr. Sajal Kabiraj
Professor

Fr . C. Rodrigues Institute of Management 
Studies Navi Mumbai

Email: skabiraj@rediffmail.com

11



Skyline Business Journal, Volume VI - Issue 1 - 2010 - 11

Toll–Free Numbers and Consumers Experiences:
An Exploratory Survey

K. Shivakumar 

Abstract

This exploratory survey examines the experiences of consumers using toll free number during the following three phases 
(pre-usage, usage, post-usage). Data were collected from 240 respondents residing in and around the Emirates of Sharjah 
and Dubai. The results indicate that the sample find toll free numbers easy to operate and helpful. However, the respondents 
faced problems such as long waiting time and unable to speak to the right person. To improve the services of toll free num-
bers professionally trained staff should be made available round the clock to attend consumers’ calls and organizations can 
prepare a list of frequently asked questions and orient the staff who attend toll free calls. It is further suggested that studies 
can be carried out separately on specific service industries or manufacturing organizations. 

Keywords: Toll – free numbers, Consumers, Phases, Frequency, Problems, Training.
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Introduction 

Organizations continue to put in every possible effort for 
getting satisfied and loyal consumers to survive and grow. 
However, these efforts can work only when the consumers 
are satisfied every time with their purchases. Organizations 
wanting to secure the continued patronage of their consumers 
should evolve strategies for their consumers to voice their 
compliments, complaints, and suggestions. Such strategies 
may well include feedback surveys, or service provider / 
employee evaluation forms, toll- free numbers and customer 
service calls (Kelli Bodey, Debra Grace, 2006).

AT&T developed 1-800 numbers in 1967 as a convenient 
way for businesses to pay the tolls for their customers who 
contacted them (Gaebler.com). 

Toll free numbers are an integral part of doing business to-
day. They combine a powerful sales and marketing tool with 
added benefits over a local line. Small and large business 
alike use toll free numbers to appeal to a larger percentage 
of consumers, establish confidence with customers, and take 
advantage of features not offered on local lines (Brandi Cum-
mings, 2006). 

A toll free number motivates a potential customer to satisfy 
his curiosity of the product or service in a convenient and 
hassle free manner since he is not charged for making calls 
to the company. In addition, toll free numbers serve as a user 
friendly marketing tool (Mark Richardson, 2008).Consumer 
research shows that customers who search phone book list-
ings, when faced with a choice of several similar businesses, 
are much more likely to call a business with a toll free number 
than a business with a long- distance number and in addition, 
toll free numbers boost consumer confidence. Consumers 
assume that business with toll- free numbers are larger and 
more stable than their competitors (Yahoo! Small Business). 
Toll- free numbers are also increasingly popular for personal 
use. For example, parents can obtain toll-free numbers to 
give to a young adult who is away at college (FCC Consumer 
Facts, 2008).

According to the US Census Bureau, every 31 seconds a 
limited- English speaker enters the US. But there is a silver 
lining. Typically, a pharmacist in a health system, clinic or 
community pharmacy setting initiates a three-way call over 
an 800- line via a dual hand set among the patient, pharma-
cist, and physician. An interpreter assists the pharmacist in 
explaining to patients how to take medications, the proper 
dosage and potential interaction (Anthony Vecchione, 2006). 

Even for a small association, an 800 service can still be a 
good investment. According to Mark B. Bundick of the Na-
tional Association of Rocketry, when considering an 800 
service, the combination of staff size, services offered, and 
the number of members who will be calling will help you 
determine whether you can provide a better service with an 
800 number than with other methods ( Gary Fetgatter, Susan 
Cheshire, Mark B. Bundick, 2007).

Due to liberalization and globalization of trade, commerce 
and services and developments in the field of information and 
communication technology, the need for faster, reliable and 
inexpensive means of communication such as the toll-free 
number may become a necessity for companies operating in 
different industries (Mark Richardson, 2008).

2. Literature Review

A few studies have been undertaken to understand the experi-
ences of consumers using toll-free numbers.

Businesses recognize effective handling of consumer com-
munication as one way to maintain and enhance relationships 
with consumers. Previously, most communication between 
consumers and consumer product manufacturer was done 
by correspondence. More recently, 1- 800, toll- free num-
bers have been an increasingly popular way for consumers 
to deliver a complaint, seek information, or give business a 
compliment. Although toll- free services have grown rapidly, 
specific information about 1-800 calling experiences is scarce 
(Charles L.Martin, Denise T. Smart, 1994). They further add 
that published empirical research pertaining to consumer-to- 
business communication deals almost exclusively with writ
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ten correspondence. 

According to a new study of television advertising by Re-
sponse Marketing Group, twenty- four percent of television 
commercials contain a toll-free number, 91% using the 800 
prefix (Anonymous, 1998).

According to a study of magazine advertising by New Re-
sponse Marketing Group, fifty-eight percent of magazine ad-
vertisements contain a toll-free number, with 82% using the 
800 prefix. (Anonymous, 1999)

Interactivity has become a classic good news/ bad news story. 
More and more companies have 800- numbers and websites, 
and they are increasingly promoting them in their brand mes-
sages to encourage customers to contact them. The bad news 
is that “listening” is often only skin deep- a technological 
façade of promises that ends up being unfulfilled. The second 
“mystery shopper” conducted by the University of Colorado’ 
Integrated Marketing Communications Graduate Program 
found, once again, that more than half of interactive contacts 
with 200 US companies were fair to down right poor. Meas-
urements were based on the ease/ difficulty of contacting the 
company, nature and thoroughness of the reply, friendliness 
of the interaction and follow up (Tom Duncan, 1999). 

Increasing number of companies has toll-free phone lines 
and web sites, both of which were promoted as ways to keep 
contact with the consumers. Unfortunately, the special phone 
lines are usually just a promise of an afternoon of busy sig-
nals or long waits and Web services provide an advertising 
platform rather than a customer service platform. (Herbert 
Jack Rothfled, 2000). 

3. Research Objectives

Present study has been undertaken with the objective to know 
from the consumers the experiences they have had when they 
used the toll-free numbers. This includes:

 The source from where they came to know about the 
toll-free numbers

 Perceptions about using toll-free numbers
 Frequency of usage
 Institutions and  organizations they have tried to contact 

using toll-free numbers  
 The problems encountered by them
 Post usage reactions and managerial implications

4. Research Design

A pre-designed questionnaire on a five point scale was used 
to collect the primary data from the respondents (experienc-
es). The questionnaire was framed to elicit the experiences of 
the respondents on the following three usage phases.

4.1 Pre-usage phase

• Awareness about toll-free numbers
• Perceived utility of toll-free numbers

4.2 Usage phase

• Frequency of toll-free numbers called
• Reasons for usage
• Institutions / Organizations called

4.3 Post – usage phase

• Problems encountered while using toll-free numbers
• Perceived training need for the staff

Three hundred questionnaires were distributed and after re-
peated calls two hundred and fifty two questionnaires were 
got back and out of which two hundred and forty question-
naires were found to be complete in all respects and the same 
have been taken as the sample for the study. Convenient sam-
pling was used to collect the primary data from the residents 
of both the Emirates of Sharjah and Dubai. This was because 
the residents of UAE come from different countries having 
social, economical and cultural background.

5. Sample Profile

Demographic information reported on the survey indicated 
the following: 

Male respondents represented 54% of the sample, while fe-
male respondents represented the remaining 46%, with 58% 
percent being under 25 years of age, 40% between 35 to 50 
years of age and 2% over 50 years. The report also indicated 
that 67% of the respondents to be single and the remaining 
33% to be married. 

About 33% of the respondents reported to have studied up 
to school level, while 47%of the sample has done a bachelor 
degree and 16% have done their masters and the remaining 
5%of the respondents are diploma holders. The income levels 
of the respondents were 60% of  the sample  getting up to 
AED 5000 per month, while 22% earned between AED 5000 
and 10, 000, and 18% of the respondents earned over AED 
10000 per month.

6. Survey Results

6.1 Sources of Information

Print media 81%, Radio 66% and Word of mouth 50% in that 
order indicated the respondents as the sources through which 
they came to know about the toll-free numbers.

6.2 Perception about Toll-free numbers

Seventy-five percent of the respondents informed that toll-
free numbers are easy to use, while 68% feel that toll-free 
numbers are easy to recall and 67% of the sample opined that 
toll-free numbers are easy to register. 

6.3 Frequency of Usage 

About 52% of the surveyed respondents informed that they 
have made up to 10 calls, 25% have made between 10 and 20 
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calls and 23% more than 20 calls. 

6.4 Period when calls made

Regarding the period during which these calls were made, 
31% have called in the last two months, 27% during the last 
one year,  22% in the last four months and 20% in the last six 
and eight months.

6.5 Institutions / Organizations called

The survey reveals that respondents used toll- free numbers 
to call the following institutions and services: Banking 86%, 
fast – food outlets 66%, Airlines 65%, Travel Agencies 64%, 
Insurance 57%, and Taxis 55%. The other institutions called 
by the respondents include Hospitals and Medical centers 
and Educational institutions each 50%, and both Hotels and 
Drinking water each 47%. 

6.6 Purpose for which calls made

The survey disclosed that 78% of the respondents used the 
toll-free numbers to get solutions for the problems faced by 
them, 75% to gather the required information and 69% to get 
the desired service.

6.7 Type of problems encountered

The survey, however, showed that the respondents encoun-
tered problems while using the toll-free numbers. They dis-
closed the following as the major problems encountered by 
them: Long waiting time/ being put on hold 75%, no response 
/ no answer 53%, unable to speak to the right person 47% and 
communication problems 40%. Apart from these problems, 
about 25% of the respondents informed that the persons an-
swering the calls to be not informative and also not polite 
while responding. 

6.8 Post usage reactions

More than 80% of the surveyed respondents have opined 
that to improve the effective usage of toll-free numbers, staff 
should be available to attend calls; 76% and 74% of the sam-
ple respectively  feel that customers should not be put on hold 
or made to wait and only the right person should respond.

More than 80% of the sample strongly feels that proper train-
ing should be given to staff answering toll-free calls. Training 
should focus on both  making these staff to be more profes-
sional, polite and courteous when answering calls, and im-
prove their communication skills to make them to be more in-
formative and provide relevant information to the consumers.

7. Hypothesis Testing

No significant level of dependency or association could be 
established between variables and the major phases taken for 
the study.
However, significant level of association could be noted be-

tween the following phases.

H1 There is no significant level of association between per-
ceived utility and problems encountered by the respondents
              
Table – 1 Perceived Utility of toll- free Operations * Prob-
lems encountered while using toll free numbers - Cross tabu-
lation
Table – 1 above table shows that there exists a very signifi-
cant association between perceived utility of toll-free opera-
tions and problems encountered by the respondents using toll 
free numbers.

Sample who perceived the utility of the toll-free operations to 
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7. HYPOTHESIS TESTING 

No significant level of dependency or association could be established between variables and the 
major phases taken for the study. 
However, significant level of association could be noted between the following phases. 

H1 There is no significant level of association between perceived utility and problems 
encountered by the respondents 

Table – 1 Perceived Utility of toll- free Operations * Problems encountered while using toll 
free numbers - Cross tabulation
Count
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Total  52 133 55 240 

Chi-Square Tests 

Table – 1 above table shows that there exists a very significant association between perceived 
utility of toll-free operations and problems encountered by the respondents using toll free 
numbers. 

Sample who perceived the utility of the toll free operations to be high or very high, have 
encountered more problems. 
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Value df Asymp. Sig. 
 (2-sided)

23.545 4 .000 

be high or very high, have encountered more problems.

H2 There is no significant level of association between per-
ceived utility and perceived training need for staff / employ-
ees handling toll-free calls
 
Table –2 Perceived Utility of toll-free Operations * Perceived 
training need for toll-free employees   -   Cross tabulation
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H2 There is no significant level of association between perceived utility and perceived training 
need for staff / employees handling toll free calls 

Table –2 Perceived Utility of toll free Operations * Perceived training need for toll free 
employees   -   Cross tabulation 
Count

                  Perceived training need for toll-free / 
Staff / employees 

Total 
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Total  27 110 103 240 

Chi-Square Tests 

Table – 2 above shows that there exists a very significant association between perceived utility 
of toll-free operations and perceived training need for staff/ employees handling toll free 
numbers. 

Sample who have perceived the utility of the toll free operations to be high or very high, feel 
strongly that staff / employees handling toll-free calls should be properly and professionally 
trained.
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H3 There is no significant level of association between frequency of toll-free usage and 
perceived training need for staff / employees handling toll free calls 

Table – 3 Frequency of toll free usage * Perceived training need for toll free employees   - 
Cross tabulation 

Count
                          Perceived Training Need for Staff  

                  handling toll-free calls         
Total 
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Chi-Square Tests 

Table – 3 above shows that there exists a significant association between frequency of toll free 
usage and perceived training need for staff/ employees handling toll free numbers. 
Sample whose frequency of toll free operations to be low or high, in fact feel strongly that staff / 
employees handling toll-free calls should be properly and professionally trained.

Probably the experiences of these respondents may have prevented them from using toll free 
numbers more frequently and has also prompted them to express that more training should be 
given to the staff/ employees handling toll-free calls.
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H4 There is no significant level of association between problems encountered while using toll 
free numbers and perceived training need for staff / employees handling toll free calls 

Table – 4 Perceived training need for toll free employees * Problems encountered while 
using toll free - Cross tabulation 
Count

                               Problems encountered while 
                             using  toll-free numbers      

Total 
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Total  52 133 55 240 

Chi-Square Tests 

Table – 4 above shows that there exists a very significant association between problems 
encountered by the respondents while using toll free numbers and perceived training need for 
staff/ employees handling toll free numbers. 

Sample who has encountered more problems while using toll free numbers feel strongly that   
staff / employees handling toll-free calls should be properly and professionally trained.
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sided)

24.294 4 .000 

Table – 2 above shows that there exists a very significant 
association between perceived utility of toll-free operations 
and perceived training need for staff/ employees handling toll 
free numbers.

Sample who have perceived the utility of the toll-free opera-
tions to be high or very high, feel strongly that staff / em-
ployees handling toll-free calls should be properly and pro-
fessionally trained.  

H3 There is no significant level of association between fre-
quency of toll-free usage and perceived training need for staff 
/ employees handling toll free calls

Table – 3 Frequency of toll free usage * Perceived training 
need for toll free employees   - Cross tabulation

Table – 3 above shows that there exists a significant asso-
ciation between frequency of toll free usage and perceived 
training need for staff/ employees handling toll free numbers.
Sample whose frequency of toll free operations to be low or 

high, in fact feel strongly that staff / employees handling toll-
free calls should be properly and professionally trained.  

Probably the experiences of these respondents may have pre-
vented them from using toll free numbers more frequently and 
has also prompted them to express that more training should 
be given to the staff/ employees handling toll-free calls. 

H4 There is no significant level of association between prob-
lems encountered while using toll free numbers and perceived 
training need for staff / employees handling toll free calls
      
Table – 4 Perceived training need for toll free employees * 
Problems encountered while using toll free - Cross tabulation

Table – 4 above shows that there exists a very significant as-
sociation between problems encountered by the respondents 
while using toll free numbers and perceived training need for 
staff/ employees handling toll free numbers.

Sample who has encountered more problems while using toll 
free numbers feel strongly that   staff / employees handling 
toll-free calls should be properly and professionally trained.  

Manegerial Implications

Study shows that the respondents come to know about toll 
free numbers through print media, radio and word of mouth. 
This being the case organizations instead of spending their 
promotion budget on other media can spend more on these 
media, to advertise the toll free number.

This can be done by increasing the frequency of the adver-
tisements giving the toll free number appearing in the print 
media currently used (e.g., newspapers, magazines) or can 
advertise the toll free number in other newspapers and maga-
zines so far not advertised.  Similarly ads announcing the toll 
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free numbers can be repeated more often in the radio chan-
nels, where it is presently advertised or new radio channels 
can be identified to broadcast the toll free number.

To improve the effective usage of toll free numbers consum-
ers must be able to contact the organizations during any time 
of the day and organizations should ensure that there is al-
ways some staff available to attend consumers calls. 

In case the requirement of the consumers can not be met im-
mediately, instead of putting the consumers on hold or make 
them wait, the staff can inform the consumer that they will 
call back at the time which is suited to the consumer. This 
will also provide an opportunity for the right person to speak 
to the consumer.

As a part of improving customer service, internal marketing 
should be done to all the members of the staff who attend toll 
free calls, so that they are better informed and equipped to 
provide improved service to consumers. 

Organizations can prepare a list of frequently asked ques-
tions and orient the staff who attend toll free calls with this 
information so that they can provide a more professional and 
thorough service to consumers. This list can be periodically 
updated as and when new questions are repeatedly raised or 
when new products / services are introduced or launched. 

Staff handling toll free calls should be trained to be through 
professionals who can communicate effectively the relevant 
information in a polite and courteous manner. To success-
fully meet this requirement, organizations can customize 
their training programs and these training programs can be 
periodically updated and modified to suit the changing needs 
of the consumers and the organization.

Limitations And Future Research

Firstly, any survey based method, including that adopted in 
this study, involves measurement error. In other words, the 
elicitation of a scale measurement, respondent’s ability to ac-
curately report their level of agreement with the survey state-
ments (Kelli Bodey, Debra Grace, 2006). However, efforts 
were made to design the administered tool to be simple, easy 
to understand and respond. Convenient sampling was used to 
collect the data from residents living in and around the Emir-
ates of Sharjah and Dubai.
 
Regarding future research, it is suggested that  studies can be 
undertaken on specific service industries and or manufactur-
ing organizations.

Conclusion

While organizations have started to respond to the voices of 
their consumers, still plenty of scope is there for them to lis-
ten to their consumers more intently and fine tune their cus-
tomer service strategies. This will encourage more and more 
consumers to ventilate their views and help the organiza-
tions immensely not only to improve their performances and 
strengthen relationships with their consumers but also their 
bottom line. 
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GCC Stock Markets: A Comparative Analysis

Manuel Fernandez, Nizar Mousa Sahawneh

Abstract:

A stock market is a public market where stocks of listed companies are traded. This study makes a comparative analysis of 
the performance of various stock markets operating in the GCC. GCC is a customs union that consists of six members Bah-
rain, Kuwait, Oman, Qatar, Saudi Arabia and the UAE. The study covers a period of five years and seven stock markets. The 
comparative analysis of the stock markets is done on the basis of trading, market capitalization and number of days trade. 
The study reveals that the average overall performance of Doha Securities Exchange is the best followed by Dubai Financial 
Market, Abu Dhabi Securities Exchange, Muscat Securities Market, Bahrain Stock Exchange,  Saudi Stock Exchange and 
Kuwait Stock Market respectively.  

Keywords: Capital Market, Stock Market, Gulf Cooperation Council, Customs Union, Mutual Funds, Foreign Investors, 
Market Capitalization.
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Introduction 

Capital Market

The capital market is the market for securities, where compa-
nies and governments can raise long term funds. It is a market 
in which money is lent for periods longer than a year (Sul-
livan, 2003).  Capital markets in the United States provide 
the lifeblood of capitalism. Companies turn to them to raise 
funds needed to finance the building of factories, office build-
ings, airplanes, trains, ships, telephone lines, and other assets; 
to conduct research and development; and to support a host of 
other essential corporate activities (http://economics.about.
com). The capital market includes the stock market and the 
bond market. Financial regulators, such as the U.S. Securities 
and Exchange Commission (SEC), oversee the capital mar-
kets in their designated countries to ensure that investors are 
protected against fraud (wikipedia.org). The capital markets 
consist of the primary market and the secondary market. The 
primary markets are where new stock and bonds issues are 
sold to investors. The secondary markets are where existing 
securities are sold and bought from one investor or specula-
tor to another, usually on an exchange (e.g. the Abu Dhabi 
Securities Exchange).

Stock Market

A stock market is a public market for the trading of com-
pany stock and derivatives at an agreed price.  The size of the 
world stock market was estimated at about $36.6 trillion US 
at the beginning of October 2008 (http://seekingalpha.com).

The GCC

The Gulf Cooperation Council (GCC) is a customs union that 
consists of six members Bahrain, Kuwait, Oman, Qatar, Sau-
di Arabia and the United Arab Emirates (UAE).  The GCC 
is an oil-based region with the largest proven oil reserves in 
the world (489.4 billion barrels), 36.7% of the world’s to-
tal crude oil reserves. The six GCC countries have enjoyed a 
spectacular economic boom until late 2008. The GCC econ-
omy tripled in size to $ 1.1 trillion during 2002 to 2008. For 

the GCC region, oil and gas represent approximately 73% of 
total export earnings. Oil and gas sector accounts for roughly 
63% of government’s revenues and 41% of its GDP (www.
gulfbase.com).

Previous Literature

The published literature on the GCC stock markets is very 
meager and the few available are mentioned. Butler and Ma-
laikah (1992), Al-Loughani (1995), Abraham et al. (2002), 
carried out studies on market efficiency in Kuwait, Saudi 
Arabia and Bahrain and found these equity markets to be in-
efficient.  Ebid (1990) and Moustafa (2004) have carried out 
studies on behavior and efficiency of the UAE stock markets. 
The other literature available is included below under appro-
priate heads to avoid repetition.

GCC Stock Markets

The year of setting up of the individual GCC stock market 
differs, but the early 1990s marked the real beginning of 
these markets (Table II).  Each country’s effort to diversify 
its economy, privatize its public sectors, utilize modern so-
phisticated technology in stock trading, establish honest le-
gal system and enhance financial institutional infrastructures 
brought about the real development of these markets in the 
1990s.  As a result, the GCC markets have managed to attract 
some foreign individual and institutional investors to redirect 
some investments to them (Hammoudeh and Aleisa, 2004).  
The GCC stock markets were having a good time till 2008, 
but Gulf equities tumbled in 2008 as the financial crisis hit 
them and oil prices lost nearly two-thirds of their value from 
a peak of $147 a barrel in July 2008, slashing the main source 
of income in the world’s biggest oil exporting region (Gulf 
News Daily - June 07, 2009).

Bahrain

Bahrain, an Arabic island in Persian Gulf, has always been 
an important financial and banking center, both in the Gulf 
region and internationally. It has a strategic geographical po-
sition as well as an open market economy with dynamic eco



Skyline Business Journal, Volume VI - Issue 1 - 2010 - 11

nomic policies. It is a hub to several multinational firms with 
business in the Gulf. The Kingdom of Bahrain has 0.03% of 
the GCC crude oil reserves and 0.01% of the world reserves. 
Oil accounts for 11% of GDP, 60% of export earnings and 
70% of government revenues (Table I). 

Bahrain Stock Exchange 

The Bahrain Stock Exchange (BSE) was established in 1987 
and officially started its operations on 17th June 1989, with 
29 listed companies.  The foreign investors can also buy, sell 
and own properties and bonds, units of mutual fund and war-
rant of domestic joint stock companies in the Bahrain Stock 
Exchange. An expatriate who has lived in Bahrain for more 
than a year is allowed to buy, sell and trade nearly up to 49% 
of the equities of any domestic joint stock company though 
he can own only one percent of the company’s total capital. 
The foreign investors are given all the facilities that a do-
mestic investor enjoys in the Bahrain Stock Exchange (www.
bahrainstock.com; www.gulfbase.com).

Kuwait

Kuwait has a small, rich and oil-dominated economy with 
official proven crude oil reserves of almost 7.8% of the world 
and 21.2% of the GCC crude oil reserves – the second largest 
among the GCC countries after Saudi Arabia. Petroleum ac-
counts for 50% of GDP, 95% of export earnings and 80% of 
government revenue (www.gulfbase.com).

Kuwait Stock Exchange

The Kuwait Stock Exchange (KSE) is also among the first 
and largest stock exchanges in the Gulf region, and is now 
gaining prominence as one of the most potentially important 
in the world. It was inaugurated in 1977.  Non-Kuwait inves-
tors are permitted to own and to trade in the Kuwait Stock 
Exchange.

Oman 

Sultanate of Oman is a middle-income economy with notable 
oil and gas resources and substantial trade and budget sur-
pluses. Petroleum accounts for 64% of total export earnings, 
45% of government revenues and 50% of GDP (www.gulf-
base.com).

The Muscat Securities Market 

Muscat Securities Market (MSM) was established in June 
1988 and the trading activities started in 1989. The market 
started with 68 joint stock companies including 19 closed 
joint stock companies, having combined paid up capital of 
US$ 663 million. Foreign participation on the MSM is con-
trolled and restricted by the Muscat Securities Market Law. 
A law was passed in early 1997 allowing foreign investors to 
have up to 49% ownership in all listed companies. In 1995, 
the foreign participation ceiling was raised from 49% to 
65% in special cases and 100% in exceptional circumstances 
(www.msm.gov.om).

Qatar

Qatar is a peninsula situated halfway along the West Coast 
of the Arabian Gulf.  Qatar is one of the smallest Gulf Coun-
tries in terms of population and geographical area but the 
second largest gas reserves in the world representing more 
than 5% of the world total.  The Qatari economy is one of the 
most rapidly growing economies in the world.  Qatar has the 
highest GDP per capita income in the world estimated at US 
$68,467 in 2008 (www.gulfbase.com). 

Doha Securities Market

Doha Securities Market officially started its operations on 
May 26, 1997 with initially seventeen companies and an esti-
mated market capitalization of around 6 billion Qatari riyals. 
At the beginning of its operation, Doha Securities Market al-
lowed only Qatari citizens to trade the stocks of companies 
listed on the stock exchange. However, on April 3, 2005 a 
new law was passed allowing citizens of the Gulf countries to 
invest in the stocks of companies listed under industrial and 
service sectors to a maximum of 25% (www2.dsm.com.qa).

Saudi Arabia 

Saudi Arabia is an oil-based economy with the largest proven 
oil reserves in the world, 266.8 billion barrels, representing 
54.5% of the GCC reserves, 28.4% of the OPEC and 20% 
of the world’s total reserves. It ranks as the largest producer 
and exporter of petroleum in the world. Oil and gas sector ac-
count for roughly 80% of government’s budgeted revenues, 
45% of its GDP and 90% of export earnings. Roughly five 
and a half million foreign workers play an important role in 
the Saudi economy, especially in the oil and service sectors. 
(www.gulfbase.com).

Saudi Stock Exchange (Tadawul)

Saudi Arabia is the biggest Arab economy and has the largest 
equities market in the Gulf Arab region with a market capi-
talization amounting to much more than $246 billion, in year 
end 2008 (Gulf News Daily- June 07, 2009). The trading of 
shares in the Saudi Stock Exchange is limited to the nation-
als of Saudi Arabia and the other GCC nations.  Non-GCC 
nationals can invest only through mutual funds put on offer 
by the Saudi banks. (www.gulfbase.com)

United Arab Emirates

The United Arab Emirates is located in the middle of the Ara-
bian Gulf. The UAE is a federation of seven Emirates includ-
ing Abu Dhabi, Dubai, Sharjah, Ajman, Umm al-Quwain, 
Ras al-Khaimah and Fujairah, which are governed by the 
Federal Supreme Council (FSC) of rulers. Abu Dhabi and 
Dubai, the largest and the wealthiest two Emirates, dominate 
the UAE economy. It is a rich and open economy with a high 
per capita income and a sizable annual trade surplus.  Oil and 
Gas account for nearly 25% of GDP, 45% of export earnings 
and 40% of government revenue. Since the discovery of oil in 
the UAE, it achieved a profound transformation from a small 
desert region to a modern state with a very high standard of 
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living. Foreigners have been allowed to buy property in Du-
bai since 2002 (www.gulfbase.com).

There are three stock exchanges in the UAE:

1. Abu Dhabi Securities Exchange

Abu Dhabi Securities Exchange (ADX) (formerly Abu 
Dhabi Securities Market) [ADSM] is a stock exchange in 
Abu Dhabi. It was established on 15 November 2000 to trade 
shares of UAE companies. 

2. Dubai Financial Market

The Dubai Financial Market is a stock exchange located in 
Dubai. The Market commenced operations on 26th March 
2000.  Foreign shareholding is permitted in the UAE, but the 
decision as to whether to allow it is a matter left to individual 
companies, and this is usually reflected in their Articles of 
Association (www.trowers.com).

3. NASDAQ Dubai (formerly called the Dubai Interna-
tional Financial Exchange, DIFX)

It is a stock exchange which opened on September 26, 2005 
in Dubai. NASDAQ Dubai is an international stock exchange 
open to investors of any nationality based in any country. It 
has issuers based in countries all over including UK, South 
Africa, Australia, India, Kuwait, Bahrain, and Saudi Arabia 
(www.nasdaqdubai.com).  NASDAQ Dubai currently has 19 
equity instruments, 132 derivative contracts and 19 sukuks 
listed on it (Babu Das, 2009).

Methodology

The objective of this study is to make a comparative analysis 
of the performance of various stock markets operating in the 
GCC.  The study covers a period of five years from 2004 
to 2008 and seven stock markets: Bahrain Stock Exchange, 
Doha Securities Market, Kuwait Stock Exchange, Muscat Se-
curities Market, Saudi Stock Exchange, Abu Dhabi Securi-
ties Exchange and Dubai Financial Market. UAE has three 
stock markets, but the third market the NASDAQ Dubai was 
excluded from the study as it started operations only in 2005.  
The study is solely based on secondary data. Data were col-
lected from the various stock markets operating in the GCC, 
various publications of the statistical departments, govern-
ments, Arab Monetary Fund and the press.  

Analysis and Discussions

Country profile

Among the six countries Saudi Arabia is the largest econo-
my with a land area of 2,331,000 Sq.Km and population of 
27.60 million. UAE is the second largest economy spread in 
an area of 83,600 Sq.Km with a population of 4.44 million 
and Bahrain is the smallest in area and population. Regarding 
the number of shares listed Muscat Securities Market ranks 
first with 219 stocks, followed by Kuwait Sock Market with 
201 and Doha Securities Market ranks the lowest with just 43 

stocks listed at the end of 2008 (Table II). 

Stock Market Performance

To make a comparative evaluation of the performances of 
the various stock markets operating in the GCC an analysis 
was done on the basis of trading, market capitalization and 
number of days traded. The details of the analysis are given 
below:

Trading:

Value traded

The total value of stocks traded in the GCC stock markets in-
creased from U.S. $517.455 billion in 2004 to more than U.S. 
$781 billion in 2008, a growth of more than 51 per cent. More 
than half of the value traded is in the Saudi Stock Exchange. 
In 2004 the average annual trading in the Saudi Stock Ex-
change was above U.S. $446 billion and it increased to U.S. 
$483 billion in 2008, an average annual growth of 1.62%. 
But, the share of Saudi Stock Exchange in the total value of 
shares traded in the GCC has declined by 28.42%, from 86% 
in 2004 to 61.82% in 2008. Thus, Saudi Stock Exchange is 
gradually loosing their prominence in the region. Whereas, 
the Doha Securities Market is showing the highest average 
annual growth rate of 481.26% and percentage share has in-
creased from a very minute 0.32% in 2004 to 5.28% in 2008. 
(See Table III).

Volume of shares traded

Total volume of shares traded is highest in the Kuwait Stock 
Market; it was 33.43 billion in 2004 and it increased to 75.82 
billion in 2008, an average annual increase of 25.36%. All 
other markets are showing much higher growth rate with Abu 
Dhabi Securities Exchange recording the highest average an-
nual growth rate of 1463.52%, followed by Doha Securities 
Market with 986.80%. Among the GCC stock markets the 
Kuwait Stock Market had the lowest growth in volume of 
shares traded. The share of Kuwait Stock Market in the vol-
ume of shares traded has contracted by 56.30% from 68.46% 
in 2004 to 29.29% in 2008. Thus Kuwait Stock Market is 
gradually loosing its premier position in the volume of shares 
traded and Abu Dhabi Securities Exchange is showing a tre-
mendous improvement from an insignificant 1.33% in 2004 
to 19.08% in 2008, followed by Doha Securities Exchange 
and Dubai Financial market (Table IV).

Number of Transaction

Analysis on the basis of number of transactions executed 
keeps  Saudi Stock Exchange at the top with 12616825 trans-
actions in 2004 and 11082545 transactions in 2008, but  Saudi 
Stock Exchange’s share in the total number of transaction ex-
ecuted in the GCC Stock Markets have declined from 88.54% 
in 2004 to 59.52% in 2008, an annual average decline of 
2.43%. Bahrain Stock Exchange ranks the lowest with 14948 
transactions in 2004 and 40387 transactions in 2008; but has 
an annual average growth of 34.04%.  Whereas, Doha Securi-
ties Exchange which was at the fifth position 
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in 2004 improved to third position in 2008 with an excel-
lent annual average growth rate of 510.92%. Doha Securities 
Exchange’s share in the total number of transaction executed 
in the GCC Stock Markets have dramatically improved from 
a microscopic 0.49% in 2004 to 10.02% in 2008 (Table V).

Market Capitalization

Saudi Stock Exchange had the highest market capitalization 
in 2004 with U.S. $305.95 billion (57.64 % of total Capi-
talization of the GCC) and continues to hold the top position 
in 2008 with a market capitalization of U.S. $246.81 billion 
(41.12 % of total Capitalization of the GCC). But it is show-
ing a negative annual growth rate of 3.87%. Muscat Securi-
ties Market had the lowest market capitalization in 2004 with 
U.S. $6.62 billion (1.25 % of total Capitalization of the GCC) 
and continues to hold the same position in 2008 with a market 
capitalization of U.S. $15.64 billion (2.61 % of total Capi-
talization of GCC). But Muscat Securities Market is showing 
the highest average annual growth of 27.29% far ahead of all 
other GCC stock markets, followed by Doha Securities Mar-
ket with an average annual growth rate of 17.92% and Dubai 
Financial Market with 17.15% (Table VI).

Number of Days Traded

The average annual number of trading days is varying from 
256 to 200 days during the period of study.   Saudi Stock 
Exchange ranks top with 256 days and Doha Securities Ex-
change ranks the lowest with 200 days on an average.  Bah-
rain Stock Exchange shows the maximum consistency with 
the highest 243 in 2004 and the lowest 237 in 2008 (Table 
VII).

Conclusion

The GCC stock markets have made a remarkable growth from 
its inception, but these markets remain relatively small when 
compared to other emerging markets in terms of number of 
companies listed, market capitalization, number of transac-
tions executed, traded value and volume. The Doha Secu-
rities Market ranks at number one level in annual growth, 
followed by Abu Dhabi Securities Exchange.   Saudi Stock 
Exchange ranks the lowest with a negative growth in per-
centage share of value traded in the GCC stock markets. Abu 
Dhabi Securities Exchange has the highest annual average 
growth in volume of shares traded and Kuwait Stock Market 
has the lowest. Doha Securities Exchange is having the high-
est annual average growth in number of transactions executed 
whereas; Saudi Stock Exchange is having a negative annual 
average growth of 2.43%.  Saudi Stock Exchange continues 
to have the highest market capitalization, but it is gradually 
loosing its position with a negative annual growth; whereas 
Muscat Securities Market, though it continues to have the 
lowest market capitalization, is showing an appreciable annu-
al growth. In number of trading days Saudi Stock Exchange 
ranks top with 256 days and Doha Securities Exchange ranks 
the lowest with 200 days on an average.  

The analysis gives a mixed result. Hence an effort was made 
to narrow down the results of the analysis on the basis of 

annual growth of all parameters of the study (Table VIII), 
which resulted in Doha Securities Exchange ranking first for 
value traded and number of transaction executed; Abu Dhabi 
Securities Exchange for volume traded; Muscat Securities 
Market for market capitalization and Saudi Stock Exchange 
for number of days traded. Thus it may be concluded with the 
inference that late entrants are performing better than their 
older counter parts.  
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Table I

Brief Profile of the GCC Nations

Country Land Area  Population 
(July 2007 
estimate)

Currency Exchange Rate 

Bahrain 678 Sq. Km.  0.71 million  Bahraini Dinar 
(BD) 

BD 0.3768 = US$ 1 

Kuwait 17,818 Sq. Km.  2.51 million  Kuwaiti Dinar 
(KD)

KD 0.306 = US$ 1 

Oman 212,500 Sq. Km. 3.21 million  Omani Riyal 
(RO) 

RO 0.380 = US$ 1 

Qatar 11,437 Sq. Km.  0.91 million  Qatar Riyal (QR) QR 3.64 = US$ 1 

Saudi Arabia 2,331,000 Sq. 
Km.  

27.60 million  Saudi Riyal (SR) SR 3.75 = US$ 1 

U.A.E 83,600 Sq, Km.  4.44 million  Arab Emirates 
Dirham (AED or 
DH) 

AED 3.671 = US$ 1 

Source: Compiled from www.gulfbase.com.  

Table II 

The GCC Stock Markets 

Market Country Year of Establishment No. of shares 
listed, end 2008 

Abu Dhabi Securities 
Exchange (ADX)

U.A.E.  2000 65

Bahrain Stock Exchange 
(BSE)

Bahrain 1987 51 

Doha Securities Market 
(DSM)

Qatar   1995 * 43

Dubai Financial Market 
(DFM)

U.A.E.  2000 65

Kuwait Stock Exchange 
(KSE)

Kuwait 1977 201 

Muscat Securities Market 
(MSM)

Oman 1988 219 

Tadawul ( Saudi Stock 
Exchange) 

Saudi Arabia      1984 ** 126 

Sources: Compiled from ADX; BSE; DSM; DFM; KSE; MSM and Tadawul. 
*Activities started in May 1997. 
**The Tadawul platform was launched in 2001, but an organized stock market existed from 
1984.
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Table III 

Annual Value of Stocks Traded  (in Million U.S. $) 

Stock 
Exchange 

2004 2005 2006 2007 2008 %
Growth 

08/04 

Average 
Annual
Growth 

Abu Dhabi 
Securities 
Exchange

3335.56 26691.37 17907.82 42825.18 61279.81 1737.17       347.44 

Bahrain Stock 
Exchange

413.7567 600.9566 1228.906 816.0696 1905.458 360.53 72.11

Doha Securities 
Market 

1645.858 25407.03 20334.48 24738.05 41249.72 2406.28 481.26

Dubai Financial 
Market 

11628.46 105277.7 93657.37 89904.85 69879.87 500.94 100.19

Kuwait Stock 
Market 

51637.18 93990.64 55714.14 120659.3 116023.2 124.69 24.94

Muscat
Securities 
Market 

1895.7 2999.961 2073.74 4714.609 8033.621 323.78 64.76

 Saudi Stock 
Exchange

446898.5 968216.8 1331783 628055.6 483122.2 8.11 1.62

Total 517455 1223184 1522699 911713.6 781493.9 51.03         10.21 

Compiled from www.amf.org.ae 
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Table IV 

Annual Volume of Share Traded (in Million) 

Stock 
Exchange 

2004 2005 2006 2007 2008 % Growth 
08/04 

Average 
Annual
Growth 

Abu Dhabi 
Securities 
Exchange

651.785 7834.901 10371.63 47599.04 48346.84 7317.60 1463.52 

Bahrain Stock 
Exchange

311.7712 378.7526 663.1517 683.8425 1480.086 374.73 74.95 

Doha Securities 
Market 

67.543 934.1991 1869.755 2761.281 3400.119 4934.01 986.80 

Dubai Financial 
Market 

4148.966 24233.67 39167.73 92438.7 66065.67 1492.34 298.47 

Kuwait Stock 
Market 

33433.37 50815.6 35520.2 66206.68 75819.67 126.78 25.36 

Muscat
Securities 
Market 

336.9662 399.844 867.6244 2721.802 3881.493 1051.89 210.38 

 Saudi Stock 
Exchange

9887.702 10826.73 53879.96 53083.03 54441.98 450.60 90.12 

Total 48838.11 95423.7 142340 265494.4 253435.9   

Compiled from www.amf.org.ae 
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Table V 

Annual Number of Transactions 

Stock 
Exchange

2004 2005 2006 2007 2008 %
Growth 
08/04 

Average 
Annual
Growth 

Abu Dhabi 
Securities 
Exchange

62026 531093 665415 987469 1090143 1657.56 331.51 

Bahrain Stock 
Exchange

14948 20994 16110 24004 40387 170.18 34.04 

Doha Securities 
Market 

70275 1012174 1736160 1524306 1865516 2554.59 510.92 

Dubai Financial 
Market 

182094 1644448 2375247 2007151 1849953 915.93 183.19 

Kuwait Stock 
Market 

1052820 1908475 1397529 1976340 1874201 78.02 15.60 

Muscat
Securities 
Market 

250873 337959 285737 524019 815620 225.11 45.02 

 Saudi Stock 
Exchange

12616825 13283983 12985128 11343727 11082545 -12.16 -2.43 

Total 14249861 18739126 19461326 18387016 18618365   

Compiled from www.amf.org.ae 

Compiled from www.gulfbase.com

Table II
The GCC Stock Markets

Table III
Annual Value of Stocks Traded  (in Million U.S. $)

Compiled from www.amf.org.ae

Table IV
Annual Volume of Share Traded (in Million)

Compiled from www.amf.org.ae

Sources: Compiled from ADX; BSE; DSM; DFM; KSE; 
MSM and Tadawul.
*Activities started in May 1997.
**The Tadawul platform was launched in 2001, but an organ-
ized stock market existed from 1984.

Compiled from www.amf.org.ae

Table V
Annual Number of Transactions

21



Skyline Business Journal, Volume VI - Issue 1 - 2010 - 11

17 
 

Table VI 

Market Capitalization (in Million U.S. $)

Stock Exchange 2004 2005 2006 2007 2008 %
Change 
08/04 

Average 
Annual 
Change 

Abu Dhabi 
Securities 
Exchange

55519.12 125646.1 71688.79 112159.5 61887.63 11.47 2.29 

Bahrain Stock 
Exchange

13513.18 17276.34 21122.84 26795.93 19954.52 47.67 9.53 

Doha Securities 
Market 

40435.9 87140.94 60913.09 95517.99 76656.74 89.58 17.92 

Dubai Financial 
Market 

35109.07 108774.7 86871.72 138697.8 65217.73 85.76 17.15 

Kuwait Stock 
Market 

73769.25 139486.1 141923.2 193513.3 113527.1 53.89 10.78 

Muscat
Securities 
Market 

6615.17 10928.07 13036.98 22767.03 15643.01 136.47 27.29 

 Saudi Stock 
Exchange

305954.3 647502.7 326364.5 522721.1 246809.9 -19.33 -3.87 

Total 530915.9 1136755 721921.1 1112173 599696.6   

Compiled from www.amf.org.ae 
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Table VII 

No. of days Traded every year

Stock Exchange 2004 2005 2006 2007 2008 Average 

Abu Dhabi 
Securities 
Exchange 

193 278 254 218 241 236.8

Bahrain Stock 
Exchange 

243 241 242 237 243 241.2

Doha Securities 
Market 

88 230 246 215 220 199.8

Dubai Financial 
Market 

198 288 276 228 225 243

Kuwait Stock 
Market 

247 242 227 229 228 234.6

Muscat 
Securities Market 

247 233 233 236 229 235.6

 Saudi Stock 
Exchange 

297 264 257 229 233 256

Compiled from www.amf.org.ae 
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Table VIII 

Ranks on the basis of Average Annual Growth 

Stock Exchange Value 
traded 

Volume 
traded 

No. of 
Transactions 

Market 
Capitalization 

No. of days 
traded 

Abu Dhabi 
Securities 
Exchange 

2 1 2 6 4 

Bahrain Stock 
Exchange 

4 6 4 5 3 

Doha Securities 
Market 

1 2 1 2 7 

Dubai Financial 
Market 

3 3 3 3 2 

Kuwait Stock 
Market 

6 7 6 4 6 

Muscat 
Securities 
Market 

5 4 5 1 5 

 Saudi Stock 
Exchange 

7 5 7 7 1 
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Cosmetics Buying Behavior of Young UAE Female Consumers:
The Influence of Demographics

Hamza Salim Khraim 

Abstract

The purpose of this article is to investigate the influence of demographics on cosmetic buying behavior of young female 
consumers in the Emirate of Abu Dhabi in the UAE. To achieve this purpose, the descriptive research methodology was em-
ployed. Convenience sampling procedure used to choose female consumers between 16 to 42 years. The findings of this study 
indicated that female consumers tend to compare price of different brands, prefer brands made in specific countries as well as 
brands that are heavily advertised. Another important outcome found from this research that personality and self-concept are 
not important for femle consumers. Finally, there was a singificant difference in the consumer age, education, and income.  

Keywords: Female buying behavior, Consumer Demographics, Cosmetics, UAE
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Introduction 

The history of cosmetics spans at least 6,000 years of human 
history, and almost every society on earth. In the Western 
world, the use of cosmetics became prominent in the Mid-
dle Ages, typically among members of the upper classes. Al-
though it is generally believed that cosmetics as they are now 
known originated in the Far East, the study of non-industrial 
cultures indicates the use of cosmetics in every part of the 
world. The war paint of native Americans, the tattooing and 
scarification (making of superficial incisions of the skin) 
practiced by many peoples (the Maori of New Zealand and 
numerous African cultures, for instance), and the use of woad 
(a plant dye used by ancient Britons to paint their bodies blue) 
are all forms of cosmetic used for psychological intimidation 
of the enemy as well as adornment (Draelos, 2007).

Cosmetics is general term applied to all preparations used 
externally to condition and beautify the body, by cleaning, 
coloring, softening, or protecting the skin, hair, nails, lips, or 
eyes. The U.S. Food and Drug Administration (FDA), which 
regulates cosmetics in the United States, defines cosmetics 
as products “intended to be applied to the human body for 
cleansing, beautifying, promoting attractiveness, or altering 
the appearance without affecting the body’s structure or func-
tions.” This broad definition includes any material intended 
for use as a component of a cosmetic product. The FDA spe-
cifically excludes soap from this particular category.

The worldwide annual expenditures for cosmetics is estimat-
ed at U.S. $18 billion. Of the major firms, the oldest and the 
largest is L’Oréal, which was founded by Eugene Schueller 
in 1909 as the French Harmless Hair Colouring Company. 
The market was developed in the United States during the 
1910s by Elizabeth Arden, Helena Rubinstein, and Max Fac-
tor. These firms were joined by Revlon just before World War 
II and Estée Lauder just after (Mayell, 2004). The growth of 
cosmetics and beauty products markets have surged signifi-
cantly as consumers are increasingly becoming aware about 
appearance, beauty, grooming and choice of personal care 
products. There are more than 3,300 companies manufactur-
ing and distributing cosmetic and skin care products in the 
United States alone. Even the government does not know 

exactly how many of these companies are in existence, or 
the vast number of beauty products marketed. Each company 
claims its products are unique (Whittaker, 2007). 

Research Significance And Objectives 

Despite the importance of consumers buying behavior in 
general, the literature on this issue in developing countries in 
general and the UAE in particular, has been neglected. It is 
hoped that this study will contribute towards a better under-
standing of the importance of consumer bying behavior, to 
some extent, help in covering the gap in the literature. In ad-
dition, studies of consumer behavior in general on Abu Dhabi 
are nonexistent. This type of study is particularly crucial to 
this Emirate as it yields such information that will make bet-
ter utilization of resources. Through marketing research in 
general and consumer studies in particular, manufacturers 
would have better understanding of the required output of all 
citizens of UAE society. Thus, this study provides useful in-
formation on Abu Dhabi society, to the government of this 
Emirate and to all dealers in the business sectors. This infor-
mation should be of valuable use to marketers in the planning 
of their marketing strategies to ensure greater efficiency in 
their use of resources and greater effectiveness. For exam-
ple, pricing, quality of the product and the distribution and 
promotional efforts of these firms are directly related to con-
sumer purchasing behavior, and so effective marketing deci-
sions depend on valid information pertaining to their behav-
ior. Based on the above, the objectives of this paper are to:

1) Provide an overview of cosmetics market in the UAE 
and its importance. 

2) Study the female buying behavior of cosmetics in the 
UAE.

3) Describe the influence of demographics on female buy-
ing behavior

Background On The Emirate Of Abu Dhabi

Abu Dhabi is the capital of, and the second largest city in the 
United Arab Emirates. Abu Dhabi lies on a T-shaped island 
jutting into the Persian Gulf from the central western coast. 
The city proper, making up an area of 67,340 km2, 
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had an estimated population of 869,751 in 2009. Abu Dhabi 
houses important offices of the federal government, and is the 
seat for the United Arab Emirates Government and the home 
for the Emarati Royal Family. Abu Dhabi has grown to be a 
cosmopolitan metropolis. Its rapid development and urbani-
sation, coupled with the relatively high average income of 
its population, has transformed Abu Dhabi, making the city 
more Westernized than most other Arab cities. Today the city 
is the country’s center of political, industrial activities, and a 
major cultural, and commercial centre due to its position as 
the capital. Abu Dhabi alone generates 15% of the GDP of 
the United Arab Emirates (Gulfnews, 2009). 

Abu Dhabi is home to important financial institutions such 
as the Abu Dhabi Securities Exchange, the Central Bank of 
the United Arab Emirates and the corporate headquarters of 
many companies and numerous multinational corporations. 
One of the world’s largest producers of oil Abu Dhabi, which 
has roughly 10 percent of the world’s proven oil reserves and 
4 percent of its natural gas. However, as reports of business 
in this region often note, doing business with these countries 
and the firms within them demands a tolerance for the risks 
associated with fluctuating oil and gas demand as well as a 
solid understanding of the region and its consumer and busi-
ness requirements (Giunipero and Flint, 2001). Abu Dhabi 
has actively attempted to diversify its economy in recent 
years through investments in financial services and tourism. 
Abu Dhabi is the third most expensive city in the region, and 
26th most expensive city in the world (City Mayors, 2009). 
Fortune stated in 2007 that Abu Dhabi was the richest city in 
the world. 

Islam is the faith of the people of Abu Dhabi and all other 
Emirates. The nature of Abu Dhabi social and cultural struc-
tures and its organization are rooted in the values and tra-
ditions of Arab Muslim culture. Peoples buying behavior is 
heavily influenced by the values, norms, and expectations 
of Islam. The Islamic products range from popular Islamic 
banking to alcohol-free hotels, while halal cosmetic is still 
in its infancy in Asia and a mere novelty for Muslims in the 
Arab world (Mandi, 2009). Abu Dhabi social structure in-
volves strong kinship patterns and the clan is the basis of Abu 
Dhabi tribal society. The extended family is the foundation 
of rural and urban society, and thus there is a strong sense of 
loyalty to the clan or family. Therefore, one can imagine the 
intensive social interaction that takes place in Abu Dhabi and 
its impact on Emiratis buying behavior. 

The climate of Abu Dhabi is considered generally hot and 
humid throughout the summer season. The temperature fluc-
tuates between 35 and 45 degrees Celsius andthe humidity 
between 60 and 100 percent. In winter, the weather is pleas-
ant and the temperatures vary between 18 and 25 degrees 
Celsius, and the humidity is low

Cosmetics In The UAE Market

Arab women are known to have the healthiest and youngest 
looking skin in the world. Maintaining the flawlessness of 
their skin is the most important factor of their everyday beau-
ty regime. It is estimated that Emirati women alone spend 

close to AED 1 billion (US $272 million) per year on beauty 
products and treatments (Mena Report, 2009). Preventing 
the harmful effects of sun on their skin is the product of a 
tradition kept alive by generations of women throughout the 
Arab world. Being tanned is not a desire for them, far from it 
in fact. They use all kind of measures to prevent themselves 
from sun exposure. While many women cover their faces for 
religious or cultural reasons, others who do not do so, still 
use parasols or scarves to protect their skin.The beauty and 
grooming business in the UAE and the region is expected to 
buck the recessionary trend. 

In addition, the working women with high disposable income 
spend more on cosmetics and beauty products in recent years 
and the international brands are more popular in the UAE. 
The total cosmetics and personal care market in the UAE 
alone was worth more than $414.2 million at retail sales val-
ue in 2005. Spurring on sales is shopping mall space growing 
at 50% a year. According to Retail International, retail acco-
modation for beauty product retailers has grown 30% in the 
last three years to account for 25-30% of all retail space in 
the UAE. European and American cosmetics sell well in the 
UAE, largely due to lack of local cosmetics manufacturers 
(Cochrane, 2006). With more than 2000 companies involved 
in trading cosmetics and perfumes, the Emirates wants to at-
tract manufacturers and multinational firms to the newly es-
tablished Jebal Ali Free Zone Authority’s Fragrance Beauty 
and Fashion Park to give the UAE a greater regional role in 
the growing market. The park will span 2m sqm with a full 
range of facilities, from state of the art test laboratories to 
wholesale outlets. Consumption of cosmetics and fragrances 
in the Gulf States is one of the highest per capita in the world. 
Table 1 show the huge market and spendings in the UAE. 
Consumers in the GCC region including UAE spend on the 
average Dh 1,226 per head on cosmetics each year and it is 
one of the highest rates in the world.The market in the UAE 
alone was worth more than Dh 1.5 billion in retail sales last 
year and 8.4% increase over Dh 1.41 billion the previous 
year.

Table: 1 Cosmetics Spending in the UAE
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Table: 1 Cosmetics Spending in the UAE

Average annual amount spent per head in the UAE on cosmetics and 
perfume 

Dh1,226 ($334) 

Sales value of cosmetics and perfume market in the UAE last year Dh1.50 billion 
The increase over the previous year 8.4 per cent 
Expected number of Dubai hotels offering world-class spa treatment 
by 2015 

200 Hotel 

Current GCC spend on medical spa treatment Dh 272 billion 
Source: Robert Ditcham, 2007, Gulf News. 
 
This rapid growth in cosmetics sales and market in the UAE grabs the attention of beauty 
and skin care companies throughout the World. More international outlets are expected to 
open in the GCC. Paris Gallery, which has 26 outlets and controls around 60 percent of 
high-end cosmetics and fragrance sales in the UAE, is expected to see growth of more 
than 20 percent per year. Paris Gallery is planning to open another 40 retail outlets within 
its existing UAE, Qatar and Saudi Arabia base as well as Bahrain, Kuwait and Oman. 
Major brands are very active and more of the key suppliers are expected to follow such as 
Christian Dior and Coty. Several have established their own subsidiaries in the Gulf 
region to manage logistics, marketing and to work directly with their local distributors. 
The market's growth is also attributed to the region's demographics, with a population of 
young, fashionable trendsetters with high disposable income (Abed Al Aziz, 2006).   

REVIEW OF THE LITERATURE 

Consumer Buying Behavior
Despite the importance of consumers’ buying making the literature on this issue in 
developing countries in general and the UAE in particular, has been neglected. We  hope 
this study will contribute towards a better understanding of female buying behavior and, 
to some extent, help in covering the gap in the literature. Sproles and Kendall (1986) 
defined consumer decision-making style as a mental orientation characterizing a 
consumer’s approach to making choices. Sproles and Kendall (1986) view this construct 
as basic consumer personality, analogous to the concept of personality in psychology (p. 
268). Research on this onstruct can be categorized into three main approaches: the 
consumer typology approach (Moschis 1976) the psychographics /lifestyle approach 

This rapid growth in cosmetics sales and market in the 
UAE grabs the attention of beauty and skin care companies 
throughout the World. More international outlets are expect-
ed to open in the GCC. Paris Gallery, which has 26 outlets 
and controls around 60 percent of high-end cosmetics and 
fragrance sales in the UAE, is expected to see growth of more 
than 20 percent per year. Paris Gallery is planning to open 
another 40 retail outlets within its existing UAE, Qatar and 
Saudi Arabia base as well as Bahrain, Kuwait and Oman. Ma-
jor brands are very active and more of the key suppliers are 
expected to follow such as Christian Dior and Coty. Several 
have established their own subsidiaries in the Gulf region to 
manage logistics, marketing and to work directly with their 
local distributors. The market’s growth is also attributed to 
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the region’s demographics, with a population of young, fash-
ionable trendsetters with high disposable income (Abed Al 
Aziz, 2006).  

Review Of The Literature 

Consumer Buying Behavior

Despite the importance of consumers’ buying making the 
literature on this issue in developing countries in general 
and the UAE in particular, has been neglected. We  hope 
this study will contribute towards a better understanding of 
female buying behavior and, to some extent, help in cover-
ing the gap in the literature. Sproles and Kendall (1986) de-
fined consumer decision-making style as a mental orientation 
characterizing a consumer’s approach to making choices. 
Sproles and Kendall (1986) view this construct as basic con-
sumer personality, analogous to the concept of personality 
in psychology (p. 268). Research on this onstruct can be cat-
egorized into three main approaches: the consumer typology 
approach (Moschis 1976) the psychographics/lifestyle ap-
proach (Lastovicka, 1982) and the consumer characteristics 
approach (Sproles and Kendall, 1986; Sproles and Sproles, 
1990). The unifying theme among these three approaches is 
the tenet that all consumers engage with certain fundamental 
decision-making modes or styles including rational shopping, 
consciousness regarding brand, price, and quality among oth-
ers. Among the three approaches, the consumer characteris-
tics approach seems to be the most powerful and explanatory 
since it focuses on the mental orientation of consumers in 
making decisions. As such, this approach deals with cogni-
tive and affective orientations of consumers in their process 
of decision-making. It assumes that decision-making styles 
can be determined by identifying general orientations to-
wards shopping and buying. It is useful to marketers since it 
provides a quantitative instrument for classifying heterogene-
ous decision-making styles among consumers into discrete 
categories of orientation. Such knowledge is also useful in 
terms of identifying segments or clusters of consumers shar-
ing similar orientations to shopping.

Consumers buying behavior is highly affected by demograph-
ic characteristics of consumers which affect the methods and 
means they use to progress through the purchase decision 
process model. For example, a “catch them young” theory 
has been gaining in popularity. The sheer size of the teen de-
mographic makes them extremely important from a market-
ing perspective (MMR, 2000). Meyer (2001) assert that “con-
sumers establish their brand preferences between the ages of 
15 (sometimes younger depending on the category) and 25”. 
If marketers miss this crucial period, it could require that they 
expend two to three times more marketing dollars in an at-
tempt to capture them as they move into their twenties and 
beyond. Meneely et al. 2009 found that as age increases older 
consumers’ retail buying and food-related behaviour changes 
as well as a decline in patronage of multiple retailers is evi-
dent as age increases. Taylor and Cosenza, 2002 found that 
increased information search is prevalent as education and 
income increase. In addition, as consumers grow older, infor-
mation search and evaluation of product attributes decreases. 
Ailawadi et al. (2001) report that education is positively re-

lated with quality consciousness, suggesting that educated 
consumers are more likely to use simplifying decision heu-
ristics: for instance, buying only more expensive and branded 
products.

Empirical Research

A review of the empirical research indicates that, although 
research is investigating consumer buying behavior  and mar-
ket practices in much of the world, a significant gap remains 
when it comes to the Middle East region. Ben Amour (2009) 
paper intend to determine the effectiveness of product sam-
pling in terms of usage in the cosemtic industry and to draw a 
consumer profile who is reactive to free samples and to deter-
mine product characteristics that would lead to free samples 
usage. To accomplish those objectives, Perfume, skin care 
and make-up samples were given away to 500 women. Out-
come of this research shows that launching product sampling 
campaigns is quite effective as free samples usage appears to 
be high (72 per cent). Managers should give away samples of 
new products involving important advertising budgets. They 
also should offer samples of product types with a high-pen-
etration rate. In addition, it is better to sample well-known 
brands rather than unknown ones. Moreover, the authors 
recommend targeting family brand users when offering free 
samples. In addition, it is not profitable to target consumers 
with low-annual spending within the product category. Final-
ly, the authors suggest giving away samples to non-working 
house wives will help in understaning consumer attitude. 

Another sudy by Guthrie et al. (2008) who examines wom-
en’s perceptions of brand personality in relation to women’s 
facial image and cosmetic usage. The study seeks to develop 
a better understanding of how various factors influence per-
ceptions of cosmetic brands in the USA. The survey included 
items measuring facial image, cosmetic usage, brand person-
ality, and brand attitude. The findings show that despite the 
brand personality of competence found to be important across 
all three brands, consumer perceptions pertaining to the re-
maining brand personality traits differed. The study found 
that consumers’ facial image influenced the total quantity of 
cosmetics used but not the variation in quantity in different 
situations. Results also indicate that a relationship exists be-
tween facial image and brand perceptions. In addition, they 
find that a different group of brand personality traits influ-
enced brand attitude for each cosmetic brand. 

Finally, Weber (2002) investigates the differences in pur-
chasing behavior between the US and French cosmetic mar-
kets. The study suggests that a difference should exist due 
to psychological factors, social influences, and the purchase 
situation. The paper discusses the underlying theoretical per-
spectives, and illustrates the various components that influ-
ence consumer behavior in this particular marketplace. The 
analysis and investigation is based on the cosmetic industry 
in terms of comparing US and French consumers and their 
historical purchase patterns. The results indicate that there are 
in fact notable differences in purchase behavior. The findings 
provide support for the theoretical perspectives, in addition 
to important managerial implications in terms of developing 
appropriate product development, distribution and marketing 
strategies

25



Skyline Business Journal, Volume VI - Issue 1 - 2010 - 11

Research Methodology, Sampling Procedure, And Data 
Collection

In order to solicit necessary information regarding issues 
of high importance to UAE female consumers, the ques-
tionnaire used in this study was developed and pilot tested 
through personal interviews with 5 senior level professionals 
at Paris Gallery, the most famous cosmetics outlet in UAE. 
All the Paris Gallery managers and supervisors are special-
ized, fully aware and familiar with almost all international 
brands, and they enjoy massive experience in their respective 
fields. The questionnaire was translated into Arabic language 
and then given to friends and colleagues for examination. The 
questionnaire contained two sections: the first section about 
consumers’ demograpics and the second section about cos-
metics buying behavior (Appendix 1). Convenience sampling 
procedure was used to choose female consumers between 16 
to 42, using five-likert scale ranging from 1= Strongly Disa-
gree to 5= Strongly Agree. The survey was distributed at Abu 
Dhabi city at three malls namely; Abu Dhabi mall, Marinah 
mall, Madinat Zayed Shopping Centre, in addition to Paris 
Gallery and it took two months starting from 25-Nov-2008 to 
25-Jan-2009. The sample size was 382 female respondents.
 
Cronbach’s alpha test was used to ensure the reliability of 
the questionnaire. The results indicate acceptable value                      
(α= 0.71).

Analysis

The first phase of analysis compared the results of the three 
demographic category including age, education and income. 
A description of the highest and least three important state-
ments for each segement will be provided. The second phase 
of analysis focused on testing if there is any statistical differ-
ence within each category. 

As shown in Table 2 female consumers aged between 16–24 
choose statement number 6 “cosmetics affordability” as the 
highest important statement with 97 percent answer agree and 
strongly agree. In the second place statement 4 “Cosmetics 
sold at a specialty stores are better quality” with 92 percent 
answer agree and strongly agree. While statement 7 “I usual-
ly buy the mostly advertised cosmetics”, ranked third with 85 
percent answer agree and strongly agree. The above results 
show that relatively young female consumers prefer cosmet-
ics with affordable prices, since most of them are students 
and not working at this age. While choosing statement 4 and 
7 respectively can be attributed to the lack of experience of 
this segement, and therefore advertisement can be very influ-
ential for this age segement. On the other hand, 70 percent of 
this segement said that they disagree and strongly disagree 
with statement 1 “Usually I try new cosmetics just for the fun 
of it”. Whereas 65 percent favor statement 2 “I like to use 
cosmetics whenever I go out”, and 60 percent for statement 
10 “I use cosmetics to enhance my self confidence”.   

While for the second segement of age 25-33 as shwon in 
Table 3, statement 9 “I usually compare the price of differ-
ent brands before buying cosmetics” ranked first with 87 
percent of respondents agree and strongly agree. With less 

than 2 percent from statement 9, statement 8 “I prefer using 
cosmetics made in a specific country” arrived second with 
85 percent. At the third place, statement 4 “Cosmetics sold 
at a specialty store are better quality” with 80 percent agree 
and strongly agree. It’s worth mentioning that again state-
ment 4 came amongst the highest important statement for the 
first and second age segement. Conversely, for a second time 
statement 1 “Usually I try new cosmetics just for the fun of 
it” came at the first position, but it received higher denial with 
80 percent answering disagree and strongly disagree. With 70 
percent statement 12 “I use cosmetics in order to be accepted 
by others” arrived in the second place, and finally statement 
10 ranked third with 45 percent.

Reaching the third age segment 34-42 as shwon in Table 4, 
results was different from previous age segments as well. For 
example, statement 9 “I usually compare the price of differ-
ent brands before buying cosmetics” once again ranked first, 
but with slightly lower response rate that is 82 percent of re-
spondents agree and strongly agree. Having good appearance 
was important for older consumer since statement 11 “I use 
cosmetics to have a good appearance” arrived second with 78 
percent. While with very slight difference again like segem-
ent one, statement 7 “I usually buy the mostly advertised cos-
metics” ranked third with 79 percent. While for the statement 
that got the lowest support, statement 12 “I use cosmetics in 
order to be accepted by others” got the lowest support among 
others with 71 percent answer disagree and strongly disagree. 
Following statement 12, statement 1 “Usually I try new cos-
metics just for the fun of it” with 70 percent and statement 10 
“I use cosmetics to enhance my self confidence” again ranked 
third with 55 percent.

Table 2: Age from 16-24

Table 3: Age from 25-33
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Question Disagree/Strongly Disagree Uncertain Agree/Strongly Agree 
1 70% 10% 20% 
2 65% 5% 30% 
3 20% 4% 76% 
4 5% 3% 92% 
5 15% 10% 75% 
6 2% 1% 97% 
7 10% 5% 85% 
8 20% 1% 79% 
9 15% 5% 80% 

10 60% 10% 30% 
11 20% 5% 75% 
12 40% 3% 57% 

Table 3: Age from 25-33 
Question Disagree/Strongly Disagree Uncertain Agree/Strongly Agree 

1 80% 5% 15% 
2 40% 10% 50% 
3 25% 15% 60% 
4 15% 5% 80% 
5 20% 20% 60% 
6 13% 24% 63% 
7 10% 15% 75% 
8 5% 10% 85% 
9 3% 10% 87% 

10 45% 6% 49% 
11 30% 2% 78% 
12 70% 4% 26% 

Table 4: Age from 34-42
Question Disagree/Strongly Disagree Uncertain Agree/Strongly Agree 

1 70% 15% 15% 
2 20% 10% 70% 
3 45% 15% 40% 
4 25% 15% 60% 
5 30% 10% 60% 
6 14% 25% 63% 
7 15% 9% 76% 
8 15% 10% 75% 
9 9% 9% 82% 

10 55% 6% 39% 
11 30% 2% 78% 
12 71% 4% 25% 
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Question Disagree/Strongly Disagree Uncertain Agree/Strongly Agree 
1 62% 22% 16% 
2 38% 10% 52% 
3 45% 25% 30% 
4 33% 5% 62% 
5 35% 5% 60% 
6 19% 20% 63% 
7 20% 6% 74% 
8 13% 5% 82% 
9 4% 9% 87% 

10 56% 5% 39% 
11 30% 1% 69% 
12 70% 4% 26% 

 
   Table 6: Education Level: Undergraduate 

Question Disagree/Strongly Disagree Uncertain Agree/Strongly Agree 
1 44% 40% 16% 
2 29% 20% 51% 
3 57% 15% 28% 
4 26% 25% 49% 
5 22% 15% 63% 
6 20% 18% 62% 
7 15% 35% 50% 
8 22% 5% 73% 
9 40% 10% 50% 
10 80% 10% 10% 
11 17% 6% 77% 
12 82% 3% 15% 

 
      Table 7: Education Level: Postgraduate  

Question Disagree/Strongly Disagree Uncertain Agree/Strongly Agree 
1 30% 55% 15% 
2 40% 10% 50% 
3 65% 5% 30% 
4 31% 15% 44% 
5 25% 5% 50% 
6 30% 20% 50% 
7 15% 23% 62% 
8 38% 5% 57% 
9 30% 20% 50% 

10 70% 20% 10% 
11 22% 10% 68% 
12 90% 5% 5% 
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Table 4: Age from 34-42

Respondent Education

The second element of the deomgraphic factor, level of edu-
cation exhibit many discrepancies in respondent answers as 
well. In the first segement as shown in Table 5, respondents 
with school level choose statement 9 “I usually compare the 
price of different brands before buying cosmetics” with 87 
percent agree and strongly agree. Usually consumers utilize 
this buying technique when they lack information and experi-
ence about the product. Another way to minimize uncertainty 
is buying cosmetics made in a specific country. Based on that, 
respondents select statement 8 with 82 percent. Advertise-
ment can be a good source of information, so statement 7 “I 
usually buy the mostly advertised cosmetics” came third with 
74 percent. On the other hand, 82 percent reject the idea that 
the main reason to use cosmetics is to be accepted by others 
as mentioned in statement 12. In the same direction 62 per-
cent answered that they dont try new cosmetics just for the 
fun of it as ststement 1 pointed out. Yet again, a personal fac-
tor has no any influence on cosmetics buying behavior since 
56 percent answered disagree and strongly disagree for state-
ment 10.   

The second segement of education show very different behav-
ior. For the first time, female with undergaradute education 
emphaize on personal needs. Statement 11”I use cosmetics to 
have a good appearance” got the highest results with 77 per-
cent of consumer agree and strongly agree. We can attribute 
this to the university environment where those students used 
to socialize with others. Again, country of origin attains the 
second position with 73 percent choosing statement 8. While 
63 percent of the undergraduate respondents state that they 
usually know in advance the brand they going to buy. This 
indicates that higher level of education can paly a very impor-
tant role in influencing the process of decision-making. On 
the other side, 82 percent said that they don’t use cosmetics in 
order to be accepted by others. On the same track, 80 perencet 
of repondents state that they don’t use cosmetics to enhance 
their self-confidence. This is a strong indication that cosmet-
ics have no direct influence on female consumer personality. 
In line with previous result, 57 percent of consumers said that 
they dont buy cosmetics from people who are experts in the 
field. To some extent this can true since consumers usually 
know in advance the brand they going to buy. 

The third segement for education as shwon in Table 7 is 
postgraduate. They show results that are more balanced and 
there were no extreme answers. Similar to undergraduate, 
postgraduate choose Statement 11”I use cosmetics to have 

a good appearance” but with 66 percent. Once again, buying 
the mostly advertised cosmetics and using cosmetics made 
in a specific country appears among the highly rated state-
ments with 62 and 57 percent respectively. It was not surpris-
ing to get the same results with unsupported statements like 
the previous segement, but with different percentage. About 
90 percent said that they don’t use cosmetics in order to be 
accepted by others. While70 perencet of repondents state that 
they don’t use cosmetics to enhance their self-confidence. 
Moreover, 65 percent of consumers said that they dont buy 
cosmetics from people who are experts in the field. 

Table 5: Education Level: High School

Table 6: Education Level: Undergraduate

Table 7: Education Level: Postgraduate
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Respondent Income

The third demographic factor to be tested is respondent in-
come. Table 8 exhibits the first income segement that cover 
those with income between 3000 to 10000 DH. The results 
show that advertisement play a very important role again 
with 59 percent go for statement 7. While with very slight 
difference “comparing the price of different brands before 
buying cosmetics” arrive second with 56 percent answering 
agree and strongly agree. Another reappearing statement was 
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“I prefer using cosmetics made in a specific country” with 55 
percent. Whereas 80 percent rejected the idea of buying cos-
metics will enhance self-confidence. Followed by statement 
3 “Usually I buy cosmetics from people who are experts in 
the field” with 75 percent also rejected it because they may 
think that consulting experts can lead to expensive brands. 
Once more, 75 percent of the respondents rejected statement 
12 “I use cosmetics in order to be accepted by others”. From 
the preceding results, it is noticeable that those results are 
very similar to other demographic factors examined in this 
research so far. 

Table 9 exhibit consumer answers with income range from 
10001-20000 DH. It is worth mentioning that respondent an-
swers were very close from each other. Approximately 59 
percent choose statement 4 “Cosmetics sold at a specialty 
store are better quality than those sold in a discount store”. 
About 56 percent of the respondents assert that they like to 
use cosmetics whenever they go out. In addition, same as 
the previous income segement statement 9 came among the 
most important issues with 51 percent saying that they tend to 
compare the price of different brands before buying cosmet-
ics. Compared with the least important issues with previous 
income segement, this segement give more emphasis on re-
fusing the direct influence of cosmetics on their personaltly. 
About 60 percent of the respondents rejected statement 12 
“I use cosmetics in order to be accepted by others”. With 
this direction, about 54 percent as well rejected that they use 
cosmetics to have a good appearance. While only 50 percent 
rejected statement 10 that emphasize using cosmetics to en-
hance self-confidence.

While the last income segement range from 20001-30000 DH 
as shown in Table 10. The descriptive results indicate that 69 
percent of the respondents with high income like to use cos-
metics whenever they go out. This statement reappears in the 
previous segement as well. Comparing the price of different 
brands before buying cosmetics appear to be important with 
61 percent picked this stateement. While 60 percent declare 
that they use cosmetics to have a good appearance. On the 
other hand, 70 percent of the respondent disgree and strongly 
disagree with statement 12 that they use cosmetics in order 
to be accepted by others. On the same track and parallel with 
the previous result, 60 percent of the respondents did not sup-
port that they use cosmetics to enhance self-confidence. Fi-
nally, 55 percent of the respondents did not support statement 
3 “Usually I buy cosmetics from people who are experts in 
the field”. We can attribute this to the fact that they have sub-
stantial experience and knowledge about different brands in 
the market.

Respondent Income
Table 8: Income from 3000-10000 DH
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Question Disagree/Strongly Disagree Uncertain Agree/Strongly Agree 
1 52% 43% 5% 
2 30% 18% 52% 
3 75% 5% 20% 
4 25% 24% 51% 
5 35% 15% 40% 
6 30% 17% 53% 
7 15% 24% 59% 
8 30% 15% 55% 
9 20% 24% 56% 

10 80% 9% 11% 
11 43% 7% 50% 
12 70% 11% 19% 

Question Disagree/Strongly Disagree Uncertain Agree/Strongly Agree 
1 40% 55% 5% 
2 10% 34% 56% 
3 46% 5% 49% 
4 36% 5% 59% 
5 40% 10% 50% 
6 33% 20% 47% 
7 25% 25% 50% 
8 45% 5% 50% 
9 30% 19% 51% 
10 50% 26% 24% 
11 54% 18% 28% 
12 60% 15% 25% 

Question Disagree/Strongly Disagree Uncertain Agree/Strongly Agree 
1 40% 55% 5% 
2 22% 9% 69% 
3 55% 2% 43% 
4 50% 5% 45% 
5 31% 19% 50% 
6 15% 31% 54% 
7 41% 5% 54% 
8 45% 14% 41% 
9 20% 19% 61% 
10 60% 16% 24% 
11 26% 14% 60% 
12 70% 13% 17% 
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Furthmore, to get more indepth about the differences between the demograhpic factors 
One way Anova test was performed to see if there is any difference between the various 
categories. As shown in Table 11, there a significant difference between the age groups 
as well as education, while regarding income it was partially significant. 
 
 
 
 Age Educ Incom
Usually I try new cosmetics just for the fun of it. 002 .001 .009
I like to use cosmetics whenever I go out. .000 .000 .000
Usually I buy cosmetics from people who are experts in the 
field. 

.000 .007 .004 

Cosmetics sold at a specialty store are better quality than  
those sold in discount store. 

.000 .006 .033 

I usually know in advance the brand I am going to buy. .000 .000 NS 
I prefer cosmetics that are affordable. .001 .007 NS 
I usually buy the mostly advertised cosmetics. .000 .000 .033
I prefer buyingg cosmetics made in a specific country. .009 .003 .024 
I usually compare the price of different brands before  
buying cosmetics. 

.000 .009 NS 

I use cosmetics to enhance my self-confidence. .005 .002 NS 
I use cosmetics to have a good appearance. .000 .000 NS 
I use cosmetics in order to be accepted by others .000 .000 NS 

 
 
SUMMARY OF MAJOR FINDINGS
 
This research has provided insights into female consumer buying behavior in the Emarate 
of Abu Dhabi. Marketers agree that classifying and developing an understanding of target 
customers and segments are important inputs in differentiating products and enhancing 
selling propensity. Most of the studies concerning buying behavior and choice profiling 
tend to generalize rather than develop useful segment information. Thus, most results are 
not useful for targeting and positioning. This study contributes to the body of knowledge 
in the area of consumer buying behavior and cosmetic markets. From this study, we can 
gain a better understanding of female consumers buying behavior by analyzing three 
demographics elements and its influence on cosmetic buying behavior, which provide 
brand marketers with valuable information.  
 
Some of the results obtained from the age factor shows that older consumers tend to 
compare prices more than younger consumers, while young consumers prefer affordable 
price more than any thing else. There was an overwhelming conformity among young 
consumers about price affordabilty with 97 percent of them emphasize on its importance. 
While young consumers tend to belive more than others that cosmetics sold at a specialty 
store is better quality than those sold in a discount store. We can attribute this to the lack 
of experince of such consumers. Young consumers consider advertisement a very 
important source of information as well as a very influential factor in consumer decision 
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Furthmore, to get more indepth about the differences between 
the demograhpic factors One way Anova test was performed 
to see if there is any difference between the various catego-
ries. As shown in Table 11, there a significant difference be-
tween the age groups as well as education, while regarding 
income it was partially significant.

TABLE 11: Results of One Way ANOVA of Consumers 
Demographic

Significant at 0.05 level. NS: Not Significant

Summary Of Major Findings

This research has provided insights into female consumer 
buying behavior in the Emarate of Abu Dhabi. Marketers 
agree that classifying and developing an understanding of 
target customers and segments are important inputs in differ-
entiating products and enhancing selling propensity. Most of 
the studies concerning buying behavior and choice profiling 
tend to generalize rather than develop useful segment infor-
mation. Thus, most results are not useful for targeting and po-
sitioning. This study contributes to the body of knowledge in 
the area of consumer buying behavior and cosmetic markets. 
From this study, we can gain a better understanding of female 
consumers buying behavior by analyzing three demograph
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ics elements and its influence on cosmetic buying behavior, 
which provide brand marketers with valuable information. 

Some of the results obtained from the age factor shows that 
older consumers tend to compare prices more than younger 
consumers, while young consumers prefer affordable price 
more than any thing else. There was an overwhelming con-
formity among young consumers about price affordabilty 
with 97 percent of them emphasize on its importance. While 
young consumers tend to belive more than others that cos-
metics sold at a specialty store is better quality than those 
sold in a discount store. We can attribute this to the lack of 
experince of such consumers. Young consumers consider ad-
vertisement a very important source of information as well as 
a very influential factor in consumer decision making. Anoth-
er important conclusion, personal factor was slightly influen-
tial except for older category, which aimed to improve per-
sonal apparance. Almost all female consumers believe that 
their beauty is a precious thing, and they think that they need 
to depend on expert people in the field of beauty. About 76 
percent of female between 16-24 buy cosmetics from expert 
people and 60 percent of female between 25-33 also buy it 
from experts.While 45 percent of female consumers between 
34-42 don’t buy it from experts because they think that they 
have good experience in choosing the product. It is important 
to note here that UAE is relatively composed of young popu-
lation. Therefore, the sheer size of the young demographic 
makes them extremely important from a marketing perspec-
tive. Young consumers, as “future consumers” along with the 
money they will be spending over the remainder of their lives 
considered extremely important, even vital, to the continuing 
health of marketing. As a result, retailers are striving to im-
prove their marketing efforts to young consumers. 

With regard to education, female consumers with lower level 
of education emphaisze on the importance of price, and we 
can attribute this to the fact those consumers are still students 
and they spend famil money. It is very important to provide 
this segment with necessary information about brand features 
as well as to emphasize on the country of origin. With re-
spondents from the level of the education factor are using 
COO as a catalyst for price and quality and to some extent 
to reduce the degree of risk since cosmetics can affect the 
external apperance of the consumer. Again, Advertisement 
can play a very important role in shaping the consumers out-
look from different education level although with less power 
on those with undergraduate education. It is highly recom-
mended to encode information about vital attribute such as 
price, COO, quality in the advertisement messege. In con-
nection with advertisement, cosmetics companies should not 
worry their advertisement dollar, since In terms of processing 
information in advertisements, females are reported to per-
ceive more clutter than males (Elliott and Speck, 1998). An-
other important outcome from this research that personality 
and self-concept are found not important for consumers from 
different educational backgrounds. Issues such as good ap-
pearance, enhancing self-confidence are not enough to attract 
consumers, which mean they think in rational way rather than 
irrational. For both udergradute and postgraduate, they don’t 
rely on the experts in the cosmetics field. Yet it is important 
to keep provide those consumers with updated infomration, 

since they rely on their expertise and knowledge in the mar-
ket.

While the reults for income show that marketers must focus 
on advertisement in attracting consumers with low income. 
The content of advertisement should provide important infor-
mation about price comparison as well as country of origin. 
Moving to consumers with income between 10001-20000, 
the store where they buy cosmtecis is considered very impor-
tant for this segement since they believe that specialty store 
provide higher quality brands. In addition to that, they like 
to use cosmetics regularly, which highlight the importance 
of store patronage programes, and this can be applicable to 
consumers with income between 20000-30000. Despite the 
high income, compring price arise as an important tool in de-
cision making.  

Finally, marketing strategists should find it useful to un-
derstand how demographics can affect consumer-buying 
behavior in the marketplace, which can help in segmenting 
consumers and markets for their brands and marketing com-
munication. By examining how cosmetic usage determines 
brand perceptions, companies can improve their marketing 
strategies to enhance customer satisfaction and increase their 
customer base. Moreover, by identifying the brand personali-
ties that attract consumers, companies can pin-point the char-
acteristics customers look for in a product, which in turn can 
be used to enhance brand image. Further research on different 
age groups and cultures should be conducted to better under-
stand cosmetic consumers. 
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Appendix 1: Questionnaire

Age: 16-24 25-33 34-42   

Education: High school Undergraduate 

 Postgraduate 

Income: 3000-10000 DH 10001-20000 DH 

 20001-30000 DH 

1) Usually I try new cosmetics just for the fun of it.

     Strongly Disagree Disagree Uncertain 

 Agree  Strongly Agree 

2) I like to use cosmetics whenever I go out. 

     Strongly Disagree Disagree Uncertain 

 Agree  Strongly Agree 

3) Usually I buy cosmetics from people who are experts in 
the field. 

     Strongly Disagree Disagree Uncertain 

 Agree  Strongly Agree 

4) Cosmetics sold at a specialty store are better quality than 
those sold in a discount store.

     Strongly Disagree Disagree Uncertain 

 Agree  Strongly Agree 
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9) I usually compare the price of different brands before buy-
ing cosmetics.

     Strongly Disagree Disagree Uncertain 

 Agree  Strongly Agree 
10) I use cosmetics to enhance my self confidence.

     Strongly Disagree Disagree Uncertain 

 Agree  Strongly Agree 

11) I use cosmetics to have a good appearance.

     Strongly Disagree Disagree Uncertain 

 Agree  Strongly Agree 

12) I use cosmetics in order to be accepted by others

     Strongly Disagree Disagree Uncertain 

 Agree  Strongly Agree 

5) I usually know in advance the brand I am going to buy.

     Strongly Disagree Disagree Uncertain 

 Agree  Strongly Agree 

6) I prefer cosmetics that are affordable.

     Strongly Disagree Disagree Uncertain 

 Agree  Strongly Agree 

7) I usually buy the mostly advertised cosmetics.

     Strongly Disagree Disagree Uncertain 

 Agree  Strongly Agree 

8)  I prefer buyingg cosmetics made in a specific country.

     Strongly Disagree Disagree Uncertain 

 Agree  Strongly Agree 
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B2C e-Commerce adoption possibilities in UAE: An empirical study on                 
E-Readiness of Consumers 

       Rajmohan P., Sael Rushdi Nimer Sabha

Abstract:

This study is focused on the possibilities of adopting Internet based buying attitude from the consumers of various products 
and services more intensely than the existing situation in UAE. The factors such as availability of Internet access, Intensity 
of Internet usage and e-Commerce awareness are used as the basis for measuring such                  e-readiness of the consum-
ers considered in the study. With the sample size comprising of 266 e-transactions enabled customers residing in the cities 
of Dubai and Sharjah, three independent multiple regression models were used to find out that the initial willingness of the 
consumers to shop online has significant levels of dependency towards three dimensions of e-Commerce awareness such as  
basic understanding, product concern and e-transaction security. Relevant findings and the implications towards the possible 
B2C e-Commerce adoption in the retailing operations of the region is addressed in the study carried out with a descriptive 
research design and survey methodology.

Keywords: Internet, B2C e-Commerce adoption, e-Commerce awareness, e-transactions, e-readiness and Buying  Attitude.
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1. Introduction 

United Arab Emirates (UAE), despite being a major tourism 
and commercial hot spot of the world has not fully impro-
vised its potentials towards B2C e-Commerce practices so 
far. Insufficiencies in this regard could well be noted as many 
of the branded retailers in various product and services seg-
ments continue to operate in traditional way without adopt-
ing Internet based selling operations. The developments like 
expanding virtual market place with affordable high quality 
Internet access both for the residents and the enterprises, 
decreasing cost of computers with increasing potential us-
ers signifies the underutilized  opportunities and hence, the 
possibility of B2C e-Commerce adoption in UAE(UNCT
AD,2005;2006;2007;&2008). Despite the availability of af-
fordable high quality Internet access in the region, this situ-
ation is quite contrary to the realities that exist in economies 
and facilities of similar kind in other parts of the world partic-
ularly with regard to Europe, U.S and other Asian countries. 
However, it’s worth mentioning that there exist a certain suc-
cessful B2C e-Commerce models operating within UAE in 
terms of online ticket booking for air travel, online auctioning 
and online payment systems for consumer utilities etc. Also, 
the existing Internet penetration rate in the region confirms the 
availability of threshold levels of virtual market that remain 
underutilized so far.  Based on the well established studies in 
this regard, this existing situation is viewed in a proposition 
towards solution such as insufficient levels                      of e-
Readiness of the consumers more importantly than the readi-
ness of the enterprises to adopt B2C type of e-Commerce. 
Quantification of this proposition in terms of measuring the 
willingness of the consumers to shop online will help in es-
tablishing the scheme map for B2C e-Commerce adoption 
in the region. Successful B2C e-Commerce adoption in the 
region might alter the existing shopping culture in UAE char-
acterized by big malls with crowded customers. 

1.1 Need for the study

From the global perspective, the importance of e-Commerce 
adoption is being well emphasized by UNCTAD through 
its annual reports ever since the year 2000. Invariably in all 

UNCTAD reports on e-Commerce and Development (2000; 
2001; 2002; 2003; 2004; 2005; and 2006), the advantages 
like increased quality of life, economic optimization and op-
erational excellence were emphasized as the basis for justifi-
cation towards e-Commerce adoption. Further, these reports 
have pointed out various categories of Industries that can im-
provise e-Commerce adoption under specific socio economic 
conditions. However, consumer attitude towards Internet 
based e-shopping is viewed (Liao and Cheung, 2001) as the 
most critical aspect determining the success of B2C  e-com-
merce in a specific market place. Thus, the major research 
challenge conceived in this study is to find out the willingness 
of the consumers to shop online in terms of          e-Readiness 
that could form the basis towards establishing initial refer-
ence position towards B2C e-Commerce adoption schemes 
in the region. E-Readiness in the context of the present study 
is nothing but a measure developed towards establishing 
the classification scheme on technology adoption possibili-
ties both from the perspective of consumers and the enter-
prises. Measuring the   e-Readiness of the consumers will 
help in identifying their willingness towards initiating online 
purchase for various products and services that are not of-
fered online at present in UAE. Concomitantly, the market 
for various products and services offered on retailing both in 
traditional and non traditional form is showing a consistent 
growth throughout the world. The factors contributing to this 
growth are fuelled by issues like expanding virtual market 
space, decreasing cost of hardware, convenience of shopping 
and time saving due to logistic issues like traffic and cost of 
transportation. Conversely, the enterprises selling products 
and services are quite visibly not improvising the potential 
market with B2C e-Commerce applications in their routine 
operations in UAE and hence, a need is felt to undertake this 
study with the possibilities and perspectives of e-Commerce 
adoption from the viewpoint of customers.

1.2 Research Problem 

In UAE, the local enterprises like supermarkets and similar 
such establishments like retailers of various other products 
and services are the widely recognized SMBs (Small and Me-
dium sized Business Units) and have established strong 
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control characterized by severe internal competition in the 
market for various house hold and food items (Rajmohan and 
Panchanatam, 2005). The presences of various big hypermar-
kets    have still not significantly influenced the industry struc-
ture for small and medium size retailers operating in various 
places of UAE with continued current market propositions 
comprising non existence of B2C e-Commerce operations. 
However, in the long run based on Porter (2001) model, the 
adoption of B2C by any of the competing segments in the 
retailing operation could well alter the industry structure for 
small and medium size retailers in UAE. Under such circum-
stance some of the existing small retailing units could get 
cannibalized paving the way for oligopoly in the market. The 
best way to counter this possibility from the perspective of 
small and medium size enterprises is to get prepared for the 
changes with the ability to adopt B2C e-Commerce opera-
tion as way to compete in the market.  Hence, identifying the 
consumer willingness to order products and services through 
Internet will be a worthwhile prospecting exercise on B2C   
e-Commerce adoption possibilities in UAE shopping culture. 
Thus, identifying the e-Readiness of the consumers consti-
tuting the UAE market for various products and services is 
viewed as the potential research problem in the present work.

1.3 Factors considered to measure E-Readiness  

E-Readiness is the measure developed towards establishing 
the classification scheme on technology adoption possibili-
ties both from the perspective of consumers and the enter-
prises. Since the present study is focused on the possibilities 
of Internet based buying attitude from the consumers of vari-
ous products and services, the factors such as availability of 
Internet access, Intensity of Internet usage and e-Commerce 
awareness are used as the basis towards measuring their e-
readiness.

(a) Availability of Internet access

The ever growing potential of Internet as information super 
highway is the one major reason that has been contribut-
ing to the growth of e-commerce activities throughout the 
world. The Infrastructure requirement for all the categories 
of e-commerce models is well fulfilled by the availability 
of Internet. According to UNCTAD (2000) in its report on 
e-commerce and development, the advent of Internet as a 
business tool has introduced profound changes both in the 
organization of the single firm and in the interaction of the 
firm with its suppliers and the customers. Thus, the market 
potential for the e-commerce ventures of the type B2C are 
calculated based on the number of Internet users available 
in a specific country. The number of Internet users in the 
world has been increasing every day and this has contributed 
to the tremendous growth of Internet based e-commerce in 
different dimensions. The initial phase of Internet revolution 
saw the emergence of portals and search engines which later 
on enabled many business models to embark B2C type of 
e-commerce more effectively. According to the latest statis-
tics provided by the website www.internetworldstats.com, 
UAE’s Internet penetration rate is 61 percent when compared 
with the global penetration rate of 26 percent. Also, it could 
be noted around 3 Million Internet users with broad band ac-

cess in UAE out of its total population of 5 million. These 
statistics confirms the availability of regional infrastructure 
and thresh hold levels of consumers towards establishing 
B2C e-Commerce operations 

(b) Intensity of Internet usage

In order to estimate the willingness of the consumers’ to or-
der products and services through Internet the variable in-
tensity of Internet surfing is considered as very important in 
the present study. In this context, Liao and Cheung (2001) 
reported that the individual‘s level of Internet usage could 
conveniently be measured by the frequency of access and the 
duration of each access. Hence, the variable intensity of In-
ternet surfing(I) in the present study  is measured in terms of 
Internet browsing experience in years (IBE), Internet brows-
ing frequency (IBF), 

Internet browsing time per week (IBT). Since, Internet life-
style in the world is less than two decades old, an experience 
of more than 5 year usage by the user is considered to be very 
good level of  experience in the present study. Further, the us-
age duration of more than 2 hours a day on twice a week basis 
is viewed to be the good intensity level of Internet usage. 
These matrices also forms the basis towards understanding 
the perception of the consumers towards initiating internet 
based e-Commerce

(c) Awareness about e-Commerce

The non-adoption of e-commerce by various potential con-
sumers could also be due to the lack of clarity in understand-
ing the basics of e-commerce. “Many people in developing 
countries tend to be excessively aware of the e-commerce 
possibilities to the extent that they overestimate its impact 
and have unrealistic expectations. What is really needed is 
critical analysis of real opportunities and potential pitfalls” 
(Ricupero, 2004).  This lack of clarity in the  e-commerce 
applications are justifiable from the standpoint that the first 
operational definition for e-commerce was given only in the 
year 2000, though many descriptive definitions can be found 
much before that(UNCTAD, 2001). The factor  e-Commerce 
awareness in the present study is measured in terms of the 
consumers’ perception about e-Commerce and its utility, 
product quality related inhibitions, their confidence on e-
Payment systems particularly on transaction security and the 
their actual experience of using practical B2C e-Commerce 
systems that exist at present in UAE. In an effort to find out 
the world’s best practice in e-Commerce training, Mcnicol 
Williams(2001) deployed these factors as  the basis to meas-
ure the e-Commerce awareness of Australian public and the 
entrepreneurs.

2.0 Studies corresponding to the consumers on e-com-
merce

The basis for consumer oriented e-commerce applications 
emerge from the availability of Internet service in a specific 
place. The Internet was opened to the public in early 90s in 
the developed countries and in UAE it was from the year 1995 
the public access to the Internet was made possible. Hence, it 
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is to be noted that consumer oriented e-commerce emerged in 
the developed nations of the world at least 2 or 3 years earlier 
than the actual availability of Internet access to the public in 
UAE. However, the published studies on various aspects of 
e-commerce technologies and its applications can be traced 
back from the year 1995 onwards. Many studies pertaining 
to B2C type of       e-commerce in the recent past have given 
more focus to consumers of the products sold over the Inter-
net (Benjamin and Wigand, 1995; Metha and Sivadas, 1995; 
Quelch and Klein, 1996; Peterson et al., 1997; Lee, 1998). 
The primary data for these studies have predominantly re-
ferred to the United States. The determining factors on the 
success of different B2C e-commerce ventures identified in 
these studies include consumer preferences, transaction costs 
with respect to logistics, communications, payments and the 
availability of product information. 

Arthur and John (1996) studied the real business value of 
the online communities existed in the Internet. They classi-
fied the online communities into four categories namely (a) 
communities of transaction (b) communities of interest (c) 
communities of fantasy and (d) communities of relationship. 
According to them the Internet users who are classified, as 
the ‘communities of transaction’ are the real people contrib-
uting towards the online ventures like buying and selling over 
Internet and not the other categories of online communities. 
However, they opined that businesses have been slow to 
make use of the Internet’s community building capabilities. 
In the context of the above study, underutilization of the vir-
tual market place is the natural happening, which might get 
conquered as many business enterprises start participating in 
the B2C e-commerce ventures over a period of time. Also, 
the scope of the virtual market place can be extended if all 
the categories of online communities are brought under the 
gamut of B2C e-commerce ventures.

The customer loyalty for the firm is the basic phenomena for 
the successful launch of B2C e-commerce systems. In this 
context, 

Lawrence et al. (1998) observed that the strategy of many 
portals is to become global supermarkets providing every-
thing for individuals, families and the organizations. Ac-
cording to them the providers of these portals consider their 
huge customer base as the most important assets. In similar 
lines, Reichheld and Phil Schefter (2000) studied the impact 
of customer loyalty on the success of B2C e-commerce over 
Internet. In this context, they stated that many enterprises 
concentrate all their attention on attracting customers rather 
than retaining them in their Internet business. Further, they 
stated that price of the product sold over the Internet is not the 
major alternatives to the trust the customers have got for the 
same product sold outside Internet. This according to them 
is due to the uncertainties like non-availability of physical 
shopping experience the customer is likely to face in the e-
commerce ventures. In the context of the above study, the 
firms that have established their trust over the customers in 
their existing model of the business can launch their Internet 
based B2C e-commerce ventures with pricing variations as 
the primary strategy.

As far as the growth of B2C type of e-commerce in devel-
oping countries is concerned, UNCTAD (2003) in its report 
on e-commerce and development provided various obstacles 
faced by these countries. The various factors identified to be 
hampering the growth of e-commerce in developing coun-
tries include digital divide factor, poor quality of Internet ac-
cess, higher cost of Internet access, cost of computers, poor               
e-commerce awareness among the potential enterprises and 
the consumers. Despite all these obstacles, the available 
number of Internet users in UAE is considered to be more 
than significant to make an impact in terms of e-commerce 
(www.internetstat.com). As far as the studies corresponding 
to the number of Internet users are concerned, Rajmohan and 
Panchanatham (2006) observed the growth in the number of 
ISP’s throughout the world. Also, they reported the higher 
level of satisfaction among the customers of the Internet serv-
ice. In the context of the above study, it is noted that the In-
ternet users in the early days of Internet usage use it just for 
the purpose of e-mail and other communication facilities like 
voice chatting.

Krishnatray and Kulshrestha (2002) made a notable work 
on Internet usage pattern among the students and reported 
that more than 50 percent of the Internet users are in the age 
group between 15 to 24. In the context of the above study 
the focus was restricted only to the students and hence, more 
elaborate applications on the Internet usage like e-commerce 
was ignored. However, the increase in the number of Internet 
users is noted consistently in all reports of the UNCTAD ever 
since the year 2000.In this context, the UNCTAD (2005) in 
its report on e-commerce and development observes 300 per-
cent growth in the number of Internet users in UAE between 
the year 2003 and 2008. In this context, Rajmohan and Pan-
chanatham (2007) reported the availability of large virtual 
market place and hence, the opportunities for various seg-
ments of the society like youth, women and the enterprises 
throughout the world. 

In a significant study made by JaiGaanesh (2003) the classifi-
cation of the            e-market places was provided. According 
to this study the e-market place is primarily classified into 3 
categories namely 

(a) e-market place for the public (b) e-market place for the 
private and (c) consortia market places. Further, the study 
provided the empirical and theoretical basis for adoption and 
evolution of Internet based electronic market places.

Making sense of the emerging B2B market structures is 
worthwhile for the organizations in terms of fixing the timing 
for exploiting the web-based opportunities.   In this context, 
Mahadeven (2003) provided the taxonomies of emerging 
e-Commerce market structures. In a study involving 200 e-
Commerce web sites, this work has reported a list of 12 major 
electronic market structures classified under three distinctive 
categories such as collaborative market mechanism aided 
by collaborations among the trading partners, quasi-market 
mechanism characterized by electronic market initiated by 
the group of buyers or sellers, and neutral market mechanism 
characterized by the large number of buyers and sellers. Also, 
he provided the alternative scheme of classifying 
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these 12 market structures based on the appropriate timing of 
entries in to the market for the organizations namely degree 
of fragmentation and asset specificity. The market structures 
classified in the above study include: (i) Extranet, (ii) Trad-
ing partner network, (iii) Web EDI, (iv) Buyer centric private 
market, (v) Supplier centric private market, (vi) Consortia 
market place, (v) Seller oriented (forward) auction sites, (vi) 
Buyer oriented (reverse) auction sites, (vii) Neutral auctions, 
(viii) Exchanges, (xi) Catalog aggregators and (x) Online 
community. The prospects of deploying B2C type of e-
commerce in selling the products like food items are to be 
assessed in terms of potential opportunities along with the 
possible pitfalls. A notable contribution that can closely be 
matched in this regard was provided in a study on chances 
and strategies for selling fresh food items over Internet. In 
this context, Theuvsen (2003) critically analyzed the possi-
bilities and challenges in selling fresh products like ready-
made food items over Internet. According to this study suc-
cessful e-commerce applications in selling products like  
food items requires the fulfillment of certain preconditions 
like higher consumer involvement, rareness of the product 
sold, non substitutability of the specific nature of the  prod-
uct and seller differentiation among the potential consumers. 
Also, this study provides the conceptual basis for assessing 
the chances of food manufacturers in B2C e-commerce. The 
characteristic features of the preconditions identified in the 
above study include, rareness of the product sold over Inter-
net, emotional and cognitive involvement of the consumers 
towards the specific product.

The theoretical and empirical framework for the study on 
consumer attitudes towards Internet-based e-shopping was 
provided by Liao and Cheung (2001). Through the survey 
data generated from Singapore, they measured the initial 
willingness of the consumers to do shopping in the Internet 
and reported that life content of the products, transaction se-
curity, price, Vendor quality; IT education and Internet usage 
significantly affect the initial willingness of the Singaporeans 
to e-shop on the Internet. In the context of the above study, 
the availability of infrastructure facilitating e-commerce 
with a minimum threshold size of the virtual market place 
is a prerequisite for the successful incorporation of B2C e-
commerce. Thus, an Internet penetration rate of 61 percent 
in UAE when compared with the global penetration rate of 
26 percent; comprising 3 Million Internet users with broad 
band access out of total UAE population of 5 million strongly 
confirms the availability of regional infrastructure and thresh 
hold levels of consumers towards establishing B2C e-Com-
merce operations more intensely than the present situation.

3.0 Research objectives & Methods

The under utilization of e-commerce applications in retail-
ing operations of products and services in UAE is viewed 
in two entrepreneurial dimensions namely consumer prefer-
ence towards B2C  e-commerce systems and the capability 
of the readymade food selling enterprises to incorporate it. 
However, identifying the consumer preference towards the 
Internet based selling operations is viewed as the potential re-
search problem in the present work and hence, the objectives 
and hypotheses for the study have been framed accordingly 

such as;

1. To suggest the methodology to adopt B2C type of e-com-
merce in retailing operations of various products and service 
providers.

2. To measure the e-commerce awareness of the consumers 
of various products and services.

3. To identify the acceptance of the consumers to order prod-
ucts and services through Internet.

In order to accomplish these objectives, the following null 
hypotheses were tested and reported in this work such as;

1. e-Commerce awareness of the consumers do not depend on 
their     socio-economic factors 

2. The e-commerce awareness of the consumers do not de-
pends on their intensity levels of browsing.

3. The willingness of the consumers to order products and 
services through Internet depends on their e-commerce 
awareness.
.

3.1 Research Design 

The blue print for executing this research work is prepared 
considering the nature of the problem identified and subse-
quent objectives taken up for the work. Hence, a descriptive 
research design with a questionnaire for the primary data 
collection is employed in this work. In this context, Seltiz et 
al. (1959) stated that the research design is the arrangement 
of conditions for collection and analysis of data in a manner 
that aims to combine relevance to the research purpose with 
economy in procedure. As far as the notable existing research 
designs on e-commerce studies are concerned, Liao and Che-
ung (2001) employed descriptive research design supported 
by regression model for an empirical study of consumer at-
titudes towards Internet based e-shopping in Singapore. 
Similarly, Mcnicol Williams (2001) employed descriptive 
research design with structured interview schedule for study-
ing the e-readiness of the SMEs in Australia.

3.2 Details of the Questionnaire

The questionnaire employed in the work was designed with 
26 variables consisting of a variable with open-ended ques-
tions and another 3 variables with 2-point scale (Yes/No) 
type. The remaining 21 variables were measured with 5-point 
scale following the standard approach provided by Aaker 
et al. (1998); Downing (1999); Keeney (1999) and Liu and 
Arnett (2000). These variables were grouped under 3 major 
categories such as (a) Socio-economic details comprising 8 
variables (b) Measurement scheme for Internet usage com-
prising 4 variables (a) Measurement scheme for    e-com-
merce awareness comprising 10 variables grouped under 3 
dimensions such as basic understanding, product concerns 
and Online payment concerns.
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3.3 Pre-testing

A pilot survey was conducted to obtain the preliminary as-
sessment of reliability of the research instrument with 83 
consumers who are Internet surfers. Before the deployment 
of the instruments to the actual planned sample size in 2 ma-
jor sample areas, the data collected through the pilot study 
was analyzed and the results have confirmed the reliability of 
all the important variables. 
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Table 1: Measurement items and reliabilities. 

Construct Dimension Item Cronbach 
alpha 

Composite 
reliability 

e-Commerce 
awareness 

Basic 
Understanding 

E-Commerce seems to be a good idea 0.76 0.77 

  I have understanding about trading on 
the web   

  I have never seriously entertained the 
idea about  e-Commerce   

  I        have    heard  some    talk       about 
e-Commerce   

  I am very curious about e-Commerce   

 Product 
Concerns 

I do not like buying or selling products 
using Internet 

0.85 0.85 

 
 Buying the product through the Internet 

may not be as good as buying in person 
in a store 
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conducted in the Emirates of Dubai and Sharjah among the households who have Internet 
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part in this survey are treated as the consumers of various products and services and they 

were identified based on their capability to browse Internet with reasonable operational 

knowledge of computers. Since the availability of Internet connection in home is set forth 

as one of major criteria for sample selection, all the respondents who took part in the 

survey were with good level of operational knowledge on computers.                               

Another major factor applied for sample selection is social                              

Note: All items were measured with five-point Likert scale.

Reliability of the multi-item scale for each dimension was 
measured using Cronbach alphas and Composite reliabilities 
measures. Both measures of reliability were above the recom-
mended minimum standard of  0.60 (Nunnally, 1978). For all 
three dimensions of e-Commerce awareness such as basic un-
derstanding, product concerns and online payment concerns 
both measures of reliability are above 0.70 as shown in table 
1 which  summarizes all measurement items, Cronbach al-
phas, composite reliability, and their scales for all the items.

3.4 Sampling Details

The survey for the study on consumers of various products 
and services was conducted in the Emirates of Dubai and 
Sharjah among the households who have Internet connection 
in their home based. The questionnaires were distributed and 
subsequently collected with filled up responses from the re-
spondents. All the respondents who took part in this survey 
are treated as the consumers of various products and services 
and they were identified based on their capability to browse 
Internet with reasonable operational knowledge of comput-
ers. Since the availability of Internet connection in home is 
set forth as one of major criteria for sample selection, all the 
respondents who took part in the survey were with good level 

of operational knowledge on computers.

Another major factor applied for sample selection is social  
articulation (Cosmopolitanness) of the households. Some 
researchers have considered this to be the  central  variable 
accounting for change and modernization  (Rogers, 1983). 
Social articulation refers to the degree of contact of the house-
hold with the wider society through the mass media, visits to 
market centre and cities, and general knowledge of the wid-
er world. In UAE context, the people living in places like 
Sharjah and Dubai is normally expected to have good level 
of social articulation. Also, the respondents were informed 
about the nature and the objective of this study to ensure their 
earnest coordination and reduce errors in the survey. Thus, 
the sampling procedure adopted for this survey can be cat-
egorized under judgment sampling method. The primary data 
pertaining to the present study was collected between Sep-
tember 2009 and December 2009. The sample size of the sur-
vey is 266 comprising 100 respondents in Dubai and 166 in 
the city of Sharjah. As far as the sample size for the consumer 
related survey is concerned, Hoinville et al. (1978) stated that 
the decision on a sample size could be based on experience 
and good judgment rather than relying on strict mathemati-
cal formula. Also the use of surveys in social research does 
not necessarily have to involve samples of 1000 or 2000; in-
stead research with samples between 30 and 250 is adequate 
(Martyn Denscombe, 1999). Further, Liao and cheung (2001) 
employed a sample size of 250 to measure the willingness of 
the Singaporeans to e-shop over Internet. 

3.5 Research models tested in the study

(a) e-Commerce awareness of the consumers

The consumers’ e-Commerce awareness (EA) is considered 
to be the function of Socio – economic variables and their 
intensity levels of Internet usage as provided in the figure-1.
The major socio economic variables of the consumers con-
sidered in the study include Age, Gender, Education, Income 
and Occupation. As far as the measure on the intensity lev-
els of Internet usage is concerned, Liao and Cheung (2001) 
reported that the individual‘s level of Internet usage could 
conveniently be measured by the frequency of access and the 
duration of each access. Hence, the variable intensity of Inter-
net surfing (I) is measured in terms of Internet browsing ex-
perience (IBE), Internet browsing frequency (IBF), Internet 
browsing time per week (IBT). This is expressed mathemati-
cally in terms of the equation 1.

I = IBE   + IBF   + IBT     (1)

Where,         
 I : Intensity of Internet browsing.
 IBE : Internet usage experience in months and years.
 IBF : Internet usage frequency in days.
 IBT : Internet usage time per week.
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Figure 1: Research model for consumer e-Commerce aware-
ness Two different regression models, one consisting of so-

14 
 

B2C e-Commerce adoption possibilities in UAE: An empirical study on                  
E-Readiness of Consumers  

 
 

browsing frequency (IBF), Internet browsing time per week (IBT). This is expressed 

mathematically in terms of the equation 1. 

 
I = IBE   + IBF   + IBT       (1) 

 
Where,          

I : Intensity of Internet browsing. 
            IBE    : Internet usage experience in months and years. 
            IBF    : Internet usage frequency in days. 
            IBT    : Internet usage time per week. 

 
 
 
 

Figure 1: Research model for consumer e-Commerce awareness 
 

       
       Independent variables                                                          Dependent variable 

 

Two different regression models, one consisting of socio-economic variables and 

another consisting of variables on Intensity of Internet usage are considered in the 

research model framed for studying the consumers’ e-Commerce awareness (EA). This 

research model is shown in the Figure - 1, where the dependent variable for EA is 

conceptualized to be influenced by two sets of independent variables. Each of this 

regression models is stated in the equation 2 and 3 as follows. 

 

Socio-economic variables 
Educational Status, Income/Month 
Occupation and Age 

Intensity of Internet Usage 
Internet Usage Experience, Internet 
Usage Frequency, and Internet usage 
duration in a Week.  

Consumer e-Commerce 
awareness (EA)

Independent variables                      Dependent variable

cio-economic variables and another consisting of variables 
on Intensity of Internet usage are considered in the research 
model framed for studying the consumers’ e-Commerce 
awareness (EA). This research model is shown in the Figure 
- 1, where the dependent variable for EA is conceptualized 
to be influenced by two sets of independent variables. Each 
of this regression models is stated in the equation 2 and 3 as 
follows.

EA = β0 + β 1 X 1 + β 2X 2+ β 3X 3 + β 4X 4 +μ                             (2)

Where,          
 
EA : e-Commerce awareness of the consumers,
X 1 : Educational status
X 2 : Income/month, 
X3 : Occupation
X 4 : Age
β1, β2, β3, β4 : Regression coefficients which are independ-

ent normal variables with zero mean  and 
corresponding variance

β0 : Constant
μ : Standard error               

Also,
EA = β0 + β 1 Y 1 + β 2Y 2+ β 3Y 3 + β 4Y 4 + μ                           (3)

Where,
EA : e-Commerce awareness of the consumers
Y 1 : Internet   usage experience in months and 

years (IBE)
Y 2 : Internet usage frequency in days (IBF)
Y 3 : Internet usage time per week (IBT)
β1, β2, β3, : Regression coefficients which are independ-

ent normalvariables with zero mean  and 
corresponding variance

β0 : Constant
μ : Standard error               

In the context of the above two equations (2&3), it is to be 
noted that they are considered as two separate regression 
model and no attempt is made to integrate all these independ-
ent variables into a single regression model as the Independ-
ent variables are identified from two separate theoretical 
frameworks one from Rogers (1983) and other from Liao and 
Cheung (2001) respectively. 

(b) Consumer Willingness towards Internet Shopping

The consumer willingness to adopt Internet Shopping is 
viewed as e the function of their e-Commerce awareness as 
provided in figure-2.The major dimensions of consumer e-
Commerce awareness considered in the study include basic 
understanding, product concerns and online payment con-
cerns.

Figure 2: Research model for consumer willingness to adopt 
Internet Shopping

Independent variables                      Dependent variable
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The third regression model consisting of variables of different dimensions of             

e-Commerce awareness such as basic understanding, product concerns and online 

payment concerns are considered in the research model framed for studying the consumer 

willingness (W) to adopt Internet based shopping and this model is stated in equation 4 as 

follows. 

W =   β0 + β 1 E1  +   β 2 E2  +  β 3 E3     +  μ                                    (4) 

Where, 

            W   :  Willingness to adopt Internet based Shopping. 
            E1   :  Basic Understanding on e-Commerce operations. 
            E2   :  Concerns on the product attributes sold over Internet. 
            E3   :  Concerns on the online payment systems 
 
            β1, β2& β3 : Regression coefficients which are independent normal               
         variables with zero mean and corresponding variance 
 β0  :  Constant 

μ   :  Standard error  
 

The regression models provided in the equations 2, 3 and 4 are used as the basis 

to test the hypotheses 1, 2 and 3 taken up in the study and the results are discussed 

accordingly.   

Consumer e-Com awareness (E A) 
Basic Understanding, Product Concern 

and Online Payment Concern 

Willingness (W) to adopt 
Internet Shopping  

The third regression model consisting of variables of differ-
ent dimensions of             e-Commerce awareness such 
as basic understanding, product concerns and online pay-
ment concerns are considered in the research model framed 
for studying the consumer willingness (W) to adopt Internet 
based shopping and this model is stated in equation 4 as fol-
lows.

W =   β0 + β 1 E1  +   β 2 E2  +  β 3 E3     +  μ                  (4)

Where,
W : Willingness to adopt Internet based Shopping.
E1 : Basic Understanding on e-Commerce opera-

tions.
E2 : Concerns on the product attributes sold over 

Internet.
E3 : Concerns on the online payment systems

β1, β2& β3 : Regression coefficients which are independent 
normal                      
variables with zero mean and corresponding 
variance

β0 : Constant
μ  : Standard error 

The regression models provided in the equations 2, 3 and 4 
are used as the basis to test the hypotheses 1, 2 and 3 taken up 
in the study and the results are discussed accordingly.  

4.0 Analysis and Interpretations

(a) Socio-economic factors and Consumer e-Commerce 
awareness 

The e-Commerce awareness of the consumers is considered 
not be the dependent on of socio economic factors like educa-
tional status, income per month, age and occupation status of 
the consumers.  These Socio-economic variables are consid-
ered in the regression model provided in the equation-2 and 
treated as group of key socio economic variables in the mul-
tiple regression analysis performed for testing the hypothesis 
– 1.The results of this test are shown in table -2, where 
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the F value of 9.497 is found to be significant at 5 percent 
level. Hence, hypothesis – 1(Null Hypothesis) is rejected at 
5 percent level of significance. Also, the adjusted R Square 
value of 0.114 indicates that 11.4 percent of the e-Commerce 
awareness of the consumers is contributed by these groups of 
key socio economic variables for the consumers.

Table 2: Results of the regression analysis for the test of hy-
pothesis-1

*Significant at 5 percent level

Dependent variable: Consumer e-Commerce awareness

From table 2, it can also be inferred that the independent vari-
ables such as income per month and occupational status of 
the consumers are found to be significant at 5 percent level 
with the corresponding‘t’ values of 2.583 and 5.76I.Thus, the 
results of the regression model considered in the equation 2 
provides the importance of these two variables in determin-
ing the e-Commerce awareness of the consumers. However, 
the effect of independent variable educational status is not 
found to be significant at 5 percent level among the group of 
key socio economic variables.

(b) Intensity of Internet Usage and Consumer e-Com-
merce awareness 

The intensity of Internet usage by the consumers is measured 
in terms of Internet usage interval, Internet usage time per 
week, Internet usage experience. The effects of these influ-
encing variables   were reported by Liao and Cheung (2001) 
to be significant on the e-commerce awareness level of the 
Singaporean consumers. These variables are considered in 
the regression model provided in equation-3 and treated as 
group of major influencing variables in the multiple regres-
sion analysis performed for testing the hypothesis – 2.
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(a) Socio-economic factors and Consumer e-Commerce awareness  

The e-Commerce awareness of the consumers is considered not be the dependent 

on of socio economic factors like educational status, income per month, age and 

occupation status of the consumers.  These Socio-economic variables are considered in 

the regression model provided in the equation-2 and treated as group of key socio 

economic variables in the multiple regression analysis performed for testing the 

hypothesis – 1.The results of this test are shown in table -2, where the F value of 9.497 is 

found to be significant at 5 percent level. Hence, hypothesis – 1(Null Hypothesis) is 

rejected at 5 percent level of significance. Also, the adjusted R Square value of 0.114 

indicates that 11.4 percent of the e-Commerce awareness of the consumers is contributed 

by these groups of key socio economic variables for the consumers. 

 

Table 2: Results of the regression analysis for the test of hypothesis-1 
 

Model 
1 

 
 

Unstandardized 
Coefficients Std. 

Error

Standardized 
Coefficients

 
t 
 
 

Adjusted  
R Square F 

B Beta 

(Constant) 1.642 0.640 - 2.567* 

0.114 9.497* 

Educational 
status -1.023E-03 0.178 0.000 -0.006 

Income  
per month 

0.271 0.105 0.170 2.583* 

Age  -0.175 0.108 -0.110 -1.624 

Occupational 
status 0.683 0.118 0.372 5.761* 

*Significant at 5 percent level 
Dependent variable: Consumer e-Commerce awareness 

From table 2, it can also be inferred that the independent variables such as income 

per month and occupational status of the consumers are found to be significant at 5 

percent level with the corresponding‘t’ values of 2.583 and 5.76I.Thus, the results of the 

regression model considered in the equation 2 provides the importance of these two 

variables in determining the e-Commerce awareness of the consumers. However, the 
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The results of this test are shown in table 3, where the F value of 78.565 is found 

to be significant at 5 percent level. Hence hypothesis – 2 (Null Hypothesis) is rejected at 

5 percent level of significance. Also, the adjusted R Square value of 0.566 indicates that 

57 percent of the e-commerce awareness of the consumers is contributed by these            

groups of influencing variables for the consumers. The results of                              

this test confirm the earlier reported finding by  

Liao and Cheung (2001) and Mcnicol Williams (2001).From table-3, it is to be noted that 

the ‘t’ values of 7.295 and 4.690 corresponding to the independent variables Internet 

usage time per week and Internet usage interval in days are found to be significant at 5 

percent level. From these‘t’ values, it is inferred that the e-commerce awareness of the 

consumers has significant dependency towards the variables Internet usage time and 

usage Interval of the consumers. 

 

 

(c)  Consumer willingness to shop online and their e-Commerce awareness  

Table 4: Results of the regression analysis for the test of hypothesis – 3 
 

Model 
3 

Un standardized 
Coefficients Std. 

Error

Standardized 
Coefficients

 
t 
 
 

Adjusted 
R Square F 

B Beta 

 
(Constant) 

 
-2.731 0.672  -4.062 

0.41 24.065 

 
e-com Basic 

Understanding 
 

0.072 0.034 0.202 2.140*

 
e-Com Product 

Concerns 
 

0.114 0.062 0.180 1.839*

e-Com 
transaction 

Security 
0.163 0.049 0.320 -3.314*

* Significant at 5 percent  level 
Dependent Variable: Willingness to shop Online. 
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Table 5: Details of the consumer willingness to order readymade food items  
              through Internet and their reliability on e-payment method 
 

 

Classification of consumer willingness 
to order products through Internet 

Classification of consumer 
reliability on Internet payment 

methods 

Ordinary 
willingness 

Good 
willingness 

Very good 
willingness 

Ordinary 
reliability 

Good 
reliability 

Very good 
reliability 

Number of 
consumers  102 41 123 70 95 101 

Percentage 38.3% 15.4% 46.4% 26.3% 35.7% 38% 

Grand total 266 
(100%) 

266 
(100%) 

 
 

 

 

The results of test for hypothesis-3 are shown in table 4, where the F value of 

24.065 is found to be significant at 5 percent level. Hence, hypothesis – 3 (Null 

Hypothesis) is rejected at 5 percent level of significance confirming the earlier finding. 

Also, the adjusted R Square value of 0.41 indicates that 41 percent of the consumers’ 

willingness to order products through Internet is contributed by three major dimensions 

of e-Commerce awareness considered in the study. From table 4, it is also inferred that 

the‘t’ values of 2.140,1.839  and -3.314 corresponding to three dimensions of                              

e-Commerce awareness such as basic understanding, product concerns and e-com 

transaction concerns  are found to be  significant at 5 percent level. However, the 

negative t value for transaction concern implies increased online transaction fear causing 

less willingness to shop online. Thus, the initial willingness of the consumers to order 

product through items through Internet has significant level of dependency towards all 

the three dimensions of e-Commerce awareness. In similar lines, Theuvsen (2003) 

reported that higher consumer involvement is a major factor that can contribute to the 

success of the ventures like B2C type of e-commerce. Hence, the results of this 
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effect of independent variable educational status is not found to be significant at 5 percent 

level among the group of key socio economic variables. 

(b) Intensity of Internet Usage and Consumer e-Commerce awareness  

 

The intensity of Internet usage by the consumers is measured in terms of Internet 

usage interval, Internet usage time per week, Internet usage experience. The effects of 

these influencing variables   were reported by Liao and Cheung (2001) to be significant 

on the e-commerce awareness level of the Singaporean consumers. These variables are 

considered in the regression model provided in equation-3 and treated as group of major 

influencing variables in the multiple regression analysis performed for testing the 

hypothesis – 2. 

 

 

Table 3: Results of the regression analysis for the test of hypothesis – 2 
 

Model 
2 

Unstandardized 
Coefficients Std. 

Error

Standardized 
Coefficients 

 
t 
 
 

Adjusted 
R Square F 

B Beta 

 
(Constant) 

 
29.067 1.531  18.979*

0.566 78.565* 

 
Consumers’ 

Internet usage 
interval in days 

 

1.340 0.286 0.335 4.690* 

 
Consumers’ 

Internet usage 
time per week in 

hours 
 

1.379 0.189 0.500 7.295* 

 
Consumers’ 

Internet usage 
experience in 

months & year 
 

0.173 0.371 0.030 0.465 

* Significant at 5 percent level 
Dependent Variable: e-Commerce awareness 
 

* Significant at 5 percent level

Dependent Variable: e-Commerce awareness

The results of this test are shown in table 3, where the F value 
of 78.565 is found to be significant at 5 percent level. Hence 
hypothesis – 2 (Null Hypothesis) is rejected at 5 percent level 
of significance. Also, the adjusted R Square value of 0.566 
indicates that 57 percent of the e-commerce awareness of 
the consumers is contributed by these groups of influencing 
variables for the consumers. The results of  this test confirm 
the earlier reported finding by Liao and Cheung (2001) and 
Mcnicol Williams (2001).From table-3, it is to be noted that 
the ‘t’ values of 7.295 and 4.690 corresponding to the inde-
pendent variables Internet usage time per week and Internet 
usage interval in days are found to be significant at 5 percent 
level. From these‘t’ values, it is inferred that the e-commerce 
awareness of the consumers has significant dependency to-
wards the variables Internet usage time and usage Interval of 
the consumers.

(c)  Consumer willingness to shop online and their e-
Commerce awareness 

Table 4: Results of the regression analysis for the test of hy-
pothesis – 3

* Significant at 5 percent  level

Dependent Variable: Willingness to shop Online.
 
Table 5: Details of the consumer willingness to order ready-
made food items through Internet and their reliability on e-
payment method

The results of test for hypothesis-3 are shown in table 4, 
where the F value of 24.065 is found to be significant at 5 
percent level. Hence, hypothesis – 3 (Null Hypothesis) is re-
jected at 5 percent level of significance confirming the earlier 
finding. Also, the adjusted R Square value of 0.41 
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indicates that 41 percent of the consumers’ willingness to 
order products through Internet is contributed by three ma-
jor dimensions of e-Commerce awareness considered in the 
study. From table 4, it is also inferred that the‘t’ values of 
2.140,1.839  and -3.314 corresponding to three dimensions of                               
e-Commerce awareness such as basic understanding, prod-
uct concerns and e-com transaction concerns  are found to be  
significant at 5 percent level. However, the negative t value 
for transaction concern implies increased online transaction 
fear causing less willingness to shop online. Thus, the initial 
willingness of the consumers to order product through items 
through Internet has significant level of dependency towards 
all the three dimensions of e-Commerce awareness. In simi-
lar lines, Theuvsen (2003) reported that higher consumer 
involvement is a major factor that can contribute to the suc-
cess of the ventures like B2C type of e-commerce. Hence, 
the results of this regression analysis confirm the earlier find-
ings on the possibilities towards B2C type      e-commerce 
deployment in selling various products and services that are 
not offered online at present in the study area. Further, the 
results shown in table-5 have confirmed that 60 percent of 
the consumers have good and very good willingness to shop 
online in the study area.

5.0  Findings, Implications and Concluding remarks

The major finding of this work is the mismatch that exists in 
the market between the willingness of the consumers to shop 
online and the availability of such preferred facilities by them. 
In this context, it is found that 60 percent of the consumers 
who are Internet users have good and very good willingness 
to order products through Internet. In contrary to this most 
of the popular retailing enterprises in UAE is not offering 
B2C type of e-commerce systems in the market. With ever 
expanding virtual market place, this is viewed as the gross 
underutilization of the infrastructure on e-commerce possi-
bilities with constantly increasing demand for such products 
and services. This finding made in the present study can fur-
ther be substantiated by the details provided as follows.

1. The group of socio-economic factors such as educational 
status, income per month, occupational status and Age has 
significant effect on consumer e-commerce awareness. In 
particular, the consumer e-Commerce awareness levels have 
a significant level of dependency towards their income per 
month and occupational status. In this context, it is found 
that 25 percent of the consumers have their family income 
per month at AED 10,000 and above. As far as the various 
categories of occupation of the consumers are concerned 10 
percent of them are found to be engaged in small business 
operation with 35 percent of them constituting employees of 
various companies and the government agencies.

2. The e-commerce awareness levels of the consumers are 
significantly affected by their intensity of Internet browsing. 
In particular, the e-commerce awareness levels of the con-
sumers have significant level of dependency with regard to 
the Internet usage interval in days and its usage duration in 
time per week by them. In this context it is found that 35 
percent of the consumers have already used Internet based 
e-commerce systems for purchasing and selling of products 

and services. 

3. The consumer willingness to order their preferred products 
and services through Internet is highly encouraging in terms 
of B2C type of e-commerce adoption in various retailing op-
erations. In this context, it is found that   38 percent of the 
consumers have shown ordinary willingness to shop through 
Internet even if their preferred retailers offer such services. 
The remaining 62 percent of the consumers have shown good 
and very good willingness to shop through Internet, if their 
preferred retailers in the market offer such services. How-
ever, it is also found that the availability of secured electronic 
transactions (SET) have not yet shown considerable improve-
ments in terms of customers trust towards e-transactions and 
this is really a concern area that is to be addressed among the 
Internet surfers. In this context, it is found that 35.7 and 38 
percent of the consumers have shown good and very good re-
liability on Internet payment methods. However, the remain-
ing 26.3 percent of the consumers are found to be with only 
ordinary reliability on Internet payment methods.

4. The willingness of the consumers to shop through Internet 
is significantly affected by their e-commerce awareness level. 
In this context, it is found that the willingness of the consum-
ers to shop through Internet significantly depend on the all 
the three dimensions of e-commerce awareness such as basic 
understanding of e-Commerce, Concerns over the product 
and services that may be offered online and Concern over the 
transaction security in the Internet.

5.1  Implications and Concluding Remarks

Based on the above findings made in this work, the following 
are the managerial implications for the retailing enterprises 
operated in UAE. This also includes a few suggestions to the 
policy makers.

1. The situation for B2C e-commerce operations for some of 
the potential products and services is not properly improvised 
in the market. This is considered to be a good opportunity 
that remains underutilized in the market. However, certain 
branded but small retailers are well improvising the market 
with home delivery services of the products that are ordered. 
Hence, the existing retailers in larger context, particularly the 
sellers of grocery and food items in the market should come 
forward to offer this service more effectively than the present 
scenario to their customers. 
.
2. Most of the home delivery services offered by certain 
branded but small retailers are based on the ordering system 
centered on telephone and personal ordering in the shop. 
This type of ordering systems are not considered to be so 
transparent in terms of product displayed for ordering and 
subsequently sold. Establishing a web based selling strategy 
can solve this problem. Hence, the well-established branded 
retailers should establish their B2C type of e-commerce por-
tals for trading activities in UAE. In this context, the higher 
willingness of the consumers found in the present work to 
use such systems is an added advantage in the initial stages 
of such ventures.
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3. The inhibitions of the consumers regarding the reliability 
of the existing e-payment methods is really a concern area 
that is required to be addressed among the Internet users. In 
this context, the role of the banking corporations more spe-
cifically those providing credit card and debit card services is 
viewed with higher level of significance as they are identified 
to be in pivotal position to take up the confidence boosting ef-
forts among the customers on various     e-payment systems. 
Also, these bankers should come forward to device a scheme 
that can facilitate e-transactions in higher volume than the 
present situation in UAE.

4. More elaborate role of the government than the present 
situations is required to facilitate the e-commerce growth in 
a country like UAE where the opportunities are countless. 
More specifically, the federal and local governments should 
take up the e-commerce awareness raising measures among 
some of the potential SMEs, SMBs and even among the In-
ternet users as the infrastructure Internet still remains highly 
underutilized in terms business and macroeconomic dimen-
sions in UAE.
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A Critical Analysis on Monetary Potency with special reference to ELGI Equipments 
ltd, Coimbatore.

J.Shanmugan, C.Shivashanmugam, Chandra Bardai Bhatt

Abstract:

Financial strength of any organization leads to various development opportunities in the business field. The agro-equipment 
industry gains lots of momentum after the proclamation from the International Monetary Fund and World Trading Organiza-
tions, stating that food scarcity is the core problem for many countries in due course of time. The compressor manufacturing 
industry had a derived demand from food industry and need to be stronger to meet the challenges ahead. Hence the present 
study is to analyze the monetary potency of Elgi equipments with some significant models deployed i.e. Altman Z-Score (Mul-
tiple Discriminant Model).Based on the outcomes necessary suggestions were given to improve the standard of the organiza-
tion.

Keywords: Financial strength, Agro-equipment, Altman Z score

42

1. Introduction 

Compressor manufacturing industry is one of the basic in-
dustries that gains economic importance as it belongs to the 
sector of agro-equipment manufacturing industry. Elgi equip-
ments ltd was one of such compressor manufacturer incorpo-
rated in 1960 as a private limited company at Coimbatore. 
And Elgi Equipments was converted into a public limited 
company in 1975 and came out with a public issue of 75,000 
shares. It was promoted by L G Balakrishnan, his brothers 
and associates.

Hailing from the Elgi stable, EEL manufactures reciprocat-
ing, borewell and screw compressors. It also makes and sells 
garage equipment, mobile utility systems, bottling equipment 
and automobile accessories such as power brakes, pneumatic 
horns and wipers. It has two manufacturing units at Coim-
batore. As part of its modernizations plans, the company 
invested Rs: 40 crores in the upgradation and expansion of 
the manufacturing facilities, especially of compressors.  The 
company’s shares are listed in BSE, NSE and CSE.

Statement of the Problem:

Compressor manufacturing industry is one of the important 
segments of Indian economy. The compressor manufacturing 
industry is basically agro-based industry but it also serves to 
need of households also. Elgi equipments ltd is one of such 
compressor manufacturer that faces many problems includ-
ing stiff competition from the peers and pressers due to re-
duced sales backed by Mansoon failures or delays. So, it is 
becoming necessary to study the financial health of the ELGI 
Equipments Ltd.  

Scope of the Study   

The study pertains to the financial health of ELGI Equip-
ments Ltd., Coimbatore. The study is made by making a com-
parison of 10 years of its liquidity, turnover, profitability and 
leverage position and an effective use of assets. This study 
also helps the company as well as the investors to understand 
its financial health.

Objectives of the Study

• To assess financial healthiness of the study unit by using 
Altman  Z-Score (Multiple Discriminant Model)

• To understand the absolute fact and figures of the               
company

• To suggest ways and means for improving the financial 
health of the company.

Source of Data 

The study is mainly based on secondary data collected from 
ELGI Equipments Ltd for the period of ten years from 2000 
- 01 to 2009 -10. The data were obtained from the annual 
reports which were published by ELGI Equipments Ltd. The 
ratios have been calculated and interpreted from the figures 
of profit and loss account and balance sheet of the company. 

A Z-SCORE ANALYSIS

Application of Z – score

“Z” score analysis, multi discriminant analysis has been in-
troduced Edward I. Altman in 1968 to evaluate the general 
trend in the financial health of an enterprises over a period. 
Using of many accounting ratios  to assess the performance 
may sometimes fails to predict the bankruptcy of the compa-
nies, so, he wanted to design a multiple discriminant  model 
to predict the bankruptcy at least sometime before. At last he 
identifies a combination of five ratios and developed a model 
to predict the healthiness at least before two years than the 
year of bankruptcy.

Meaning of Financial Distress

Financial distress may be defined as a situation where a firm 
is not able to meet its maturing obligations on time. A high 
degree of financial leverage increases the risk of financial dis-
tress and ultimately leads to liquidation result, both the equity 
and debt-holders are adversely affected.
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Indicators of Financial Distress

The ratios used for prediction the financial distress include 
liquidity ratios, solvency ratios and activity ratios.

Liquidity ratios

Liquidity ratios measure the firm’s ability to meet its obliga-
tions in the short run.

Solvency Ratios

Solvency ratios measure the Firm’s ability to meet the debt 
long run

Activity ratios

Activity ratio measure the firm’s ability to utilize its assets in 
an efficient manner.

Components of Z-Score Model

Z-Score applied to historic performance. The model uses 
common financial information such as ‘sales revenue’ and 
‘total assets’ to derive five basic financial ratios.
Each ratio is assigned a weight and summed together to pro-
duce the Z-Score. The five ratios used in the model are as 
follows:

Variables  (Ratios) Used in Z score Analysis.

The following accounting ratios are used as variables to com-
bine them into a single measure (index), which is efficient in 
predicting bankruptcy. 

X1- The ratio is working capital to total assets (WC/TA). It 
is the measure of the net liquid assets of a concern to the total 
capitalization.

X2- The ratio of net operating profit to net sales (NOP/S). It 
indicates the efficiency of the management in manufacturing, 
sales, administration and other activities.

X3- The ratio of earnings  before interest and taxes to total 
assets (EBIT/TA). It is a measure of productivity of asset em-
ployed in an enterprise is based on the earning power (profit-
ability).

X4- The ratio of market value of equity to book value of debt 
(MVE/BVD). It is reciprocal of the familiar debt-equity ra-
tio  is measured by the combined market value of all shares, 
while debt includes both current and long term liabilities. 
This measure shows how much assets of the enterprise can 
decline in value before the liabilities exceed the assets and the 
concern becomes insolvent.

X5- The ratio of sales to total assets (S/TA).the capital turno-
ver ratio is a standard financial measure for illustrating the 
sales generating capacity of the assets.     

Z-SCORE (ARRIVED AT USING THE WEIGHTAGE 

FACTORS)

For the purpose of predicting the financial health and capabil-
ity of  ELGI Equipments Ltd., the z-score method has been 
applied. The data has been obtained from the company’s 
financial statements. The z-score of the company has been 
computed for the last ten years.

The criteria for judging the Z-Score for different types of 
companies are explained below:

Z-Score (for public manufacturer)

If the score is 3.0 or above, bankruptcy is not likely to oc-
cur. It the score is 1.8 or less-bankruptcy is likely to occur. A 
score between 1.8 and 3.0 is the gray area.

Z-Score (for private manufacturer)

A score of 2.90 or above can be an indicator that bankruptcy 
is not likely to occur. A score of 1.23 or below is a strong 
indicator that bankruptcy is likely to occur. A score between 
1.23 and 2.90 is the gray area. The above z-score formula has 
been applied and the following values of z-score have been 
derived as seen in table.

Since ELGI Equipments Ltd manufacturing firm applied z-
score as accordingly

Formula:

Z=0.012(x1) +0.014(x2) +0.033(x3) +0.006(x4) +0.999(x5)

(i) Working Capital To Total Assets (X1)

This is a measure of the net liquid assets of firm in relation to 
total assets. Net liquid assets relative to total capitalization or 
otherwise,current assets relative to total assets. Negative ratio 
/ Result- Negative networking capital. It is a serious problem. 
This ratio is computed with the help of the following formula.

Formula:
Working capital to total assets= Working capital                                                                      
                                                        Total assets
                    

 Table No: 1
Working Capital To Total Assets Ratio (X1)

Year
Working

Capital
Total Assets W .C. to T. A Ratio  

Score

(X1)

2000-01 63.76 112.6 0.56625222 0.006795 

2001-02 57.71 118.87 0.485488349 
0.005826

2002-03 46.16 88.44 0.521935776 
0.006263

2003-04 38.13 83.92 0.454361296 
0.005452

2004-05 45.69 99.96 0.457082833 
0.005485

2005-06 59.32 119.76 0.495323981 
0.005944

2006-07 73.14 125.99 0.580522264 
0.006966

2007-08 79.17 136.35 0.580638064 
0.006968

2008-09 79.78 166.89 0.478039427 
0.005736

2009-10 93.57 196.81 0.475433159 
0.005705

Source: Annual Reports of Elgi Equipments Ltd., 

Interpretation: 

The table no: 1 shows Working capital to total assets ratio which shows a fluacting trend during 

the period of study. It highest ratio of 0.006968 times registers in 2007-08 and lowest ratio of 

0.005705 registers in 2009-10. The ratio fluctuates because of the fluctuations in working capital 

and the total assets shows increasing trend.

 (ii) RETAINED EARNING TO TOTAL ASSETS RATIO (X2) 

This is a more significant ratio to study the age of a firm. New firms generally registered low 

figures, because they have no time to build up their cumulative profits. 

FORMULA: 

Source: Annual Reports of Elgi Equipments Ltd.,
43
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Interpretation:

The table no: 1 shows Working capital to total assets ratio 
which shows a fluctuating trend during the period of study. It 
highest ratio of 0.006968 times registers in 2007-08 and low-
est ratio of 0.005705 registers in 2009-10. The ratio fluctuates 
because of the fluctuations in working capital and the total 
assets shows increasing trend. 

(Ii) Retained Earning To Total Assets Ratio (X2)

This is a more significant ratio to study the age of a firm. New 
firms generally registered low figures, because they have no 
time to build up their cumulative profits.

Formula:
                                                            Retained earning
Retained earnings to total assets=     
                                                                 Total assets

Table No: 2  
Retained Earning To Total Assets Ratio (X2)
                                                                           (Rs in crores)

                                                            Retained earning 

Retained earnings to total assets=      

                                                                 Total assets 

Table No: 2

RETAINED EARNING TO TOTAL ASSETS RATIO (X2) 

                                                                                              (Rs in crores) 

Year
Reserves & 

Surplus
Total Assets R.S to T.A. Ratio  

Score

(X2)

2000-01 71.85 112.6 0.638099467 0.00938 

2001-02 72.88 118.87 0.613106755 0.008583 

2002-03 71.84 88.44 0.812302126 0.011372 

2003-04 77.4 83.92 0.922306959 0.012912 

2004-05 89.23 99.96 0.892657063 0.012497 

2005-06 104.61 119.76 0.873496994 0.012229 

2006-07 115.09 125.99 0.913485197 0.012789 

2007-08 129.9 136.35 0.95269527 0.013338 

2008-09 160.62 166.89 0.962430343 0.013474 

2009-10 190.54 196.81 0.968141863 0.013554 

Source: Annual Reports of Elgi Equipments Ltd., 

                                                                                                        (Rs in crores) 

Year EBIT Total Assets EBIT to T.A. Ratio  
Score

(X3)

2000-01 14.29 112.60 0.126909414 0.004188 

2001-02 10.69 118.87 0.089930176 0.002968 

2002-03 19.13 88.44 0.216304839 0.007138 

2003-04 19.33 83.92 0.230338418 0.007601 

2004-05 30.18 99.96 0.301920768 0.009963 

2005-06 31.84 119.76 0.265865063 0.008774 

2006-07 28.06 125.99 0.222716089 0.00735 

2007-08 35.93 136.35 0.263513018 0.008696 

2008-09 57.06 166.89 0.341901852 0.011283 

2009-10 64.70 196.81 0.328743458 0.010849 

Source: Annual Reports of ElGI Equipments Ltd., 

Interpretation: 

The table no :3 shows the ratio of EBIT to total assets, the highest ratio registers as 0.011283 in 

the year 2008-09 and the lowest ratio registers of 0.002968 in the 2001-02. In general, it shows 

an increasing trend due to the increasing trend of EBIT. 

Year Equity capital  Debt  Equity to Debt Ratio 

Score

(X4)

2000-01 89.15 37.75 2.3616 0.01417 

2001-02 147.02 39.99 3.6764 0.02206 

2002-03 508.3 10.51 48.3635 0.29018 

2003-04 424.24 0.43 986.6047 5.91963 

2004-05 481.32 4.55 105.7846 0.63471 

2005-06 465.29 8.88 52.3975 0.31439 

2006-07 657.66 4.63 142.0432 0.85226 

2007-08 232.65 0.18 1292.5000 7.75500 

2008-09 677.99 0.18 3766.6111 22.59967 

2009-10 713.97 0.18 3966.5000 23.79900 

Source: Annual Reports of Elgi Equipments Ltd., 

Interpretation  

The table no 4 shows the ratio of Market value of equity to book value of debt. The ratio 

registers 23.799 times as ever high in 2009-10 and the lowest ratio registers as 0.0142 in 2000-

01. The ratio shows a decreasing trend because of increasing market value of equities and 

redemption of book debts.  The redemption of debt and increased market value of equity backed 

by accumulated reserves .The increasing trend of ratio indicates increased healthiness of the 

company. 

(V) SALES TO TOTAL ASSETS (X5) 

Source: Annual Reports of ELGI Equipments Ltd.,

Interpretation 

The table no: 2 shows the ratio of reserves and surplus to the 
total asset ratio and the lowest ratio of 0.008583 in the 2001-
02, the highest ratio registers as 0.013554 in the year 2009-
10. The ratio shows an increasing trend because of increasing 
reserves and surplus. So the ratio indicates accumulation of 
reserves. So, the healthiness of the company increases.

(Iii) EBIT To Total Assets Ratio (X3) :

This ratio is a measure of the true productivity of the firm’s 
assets EBIT=Earnings before Interest and Tax. Total assets 
include both fixed assets and current assets.

Formula:
                                            EBIT
EBIT to total assets      = 
                                             Total assets.

EBIT=Sales – (Variable cost + Fixed cost)
Table No: 3

EBIT To Total Assets Ratio (X3)
                                                                        (Rs in crores)

Source: Annual Reports of ELGI Equipments Ltd.,

Interpretation:
The table no :3 shows the ratio of EBIT to total assets, the 
highest ratio registers as 0.011283 in the year 2008-09 and 
the lowest ratio registers of 0.002968 in the 2001-02. In gen-
eral, it shows an increasing trend due to the increasing trend 
of EBIT.

(iv) Market Value Of Equity / Book Value Of Liabilities 
(X4)

This ratio measures the market perception of the firm’s per-
formance which is reflected in market value of shares. 

Formula:
                                          Market value of equity
Equity to liabilities =      
                                         Book value of liabilities

Table No: 4
Market Value Of Equity / Book Value Of Liabilities Ratio 

(X4)
                                                                         (Rs in crores)
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Source: Annual Reports of Elgi Equipments Ltd.,

Interpretation 

The table no 4 shows the ratio of Market value of equity to 
book value of debt. The ratio registers 23.799 times as ever 
high in 2009-10 and the lowest ratio registers as 0.0142 in 
2000-01. The ratio shows a decreasing trend because of in-
creasing market value of equities and redemption of book 
debts.  The redemption of debt and increased market value of 
equity backed by accumulated reserves .The increasing trend 
of ratio indicates increased healthiness of the company.

Source: Annual Reports of Elgi Equipments Ltd.,

Interpretation 

The table no 4 shows the ratio of Market value of equity to 
book value of debt. The ratio registers 23.799 times as ever 
high in 2009-10 and the lowest ratio registers as 0.0142 in 
2000-01. The ratio shows a decreasing trend because of in-
creasing market value of equities and redemption of book 
debts.  The redemption of debt and increased market value of 
equity backed by accumulated reserves .The increasing trend 
of ratio indicates increased healthiness of the company.

(V) Sales To Total Assets (X5)

This ratio measures the firm’s ability in utilizing its assets. 
Higher the ratio betters the performance. The poor ratio indi-
cates the underutilization of assets.

Year Sales Total Assets Sales to  T. A. ratio  
Score

(X5)

2000-01 143.37 112.6 1.273268206 1.270722 

2001-02 159.49 118.87 1.341717843 1.339034 

2002-03 194.27 88.44 2.196630484 2.192237 

2003-04 221.39 83.92 2.638107722 2.632832 

2004-05 290.51 99.96 2.906262505 2.90045 

2005-06 285.27 119.76 2.382014028 2.37725 

2006-07 312.07 125.99 2.476942614 2.471989 

2007-08 378.58 136.35 2.776530986 2.770978 

2008-09 451.29 166.89 2.704116484 2.698708 

2009-10 479.42 196.81 2.435953458 2.431082 

Source: Annual Reports of ElGI Equipments Ltd., 

Interpretation  

The table no 5 shows the relationship between sales and total assets. The lowest ratio of 1.270 

registers in the year 2000-01 and the highest ratio of 2.90045 are registered in the year 2004-05.  

The ratio shows on increasing trend with fluctuations due to increased sales. It shows efficiency 

of the firm increases year after year by increased sales. 

Table No: 6 

ALTMAN Complete Z-Score 

Source: Annual Reports of Elgi Equipments Ltd., 

Interpretation: 

 The table no: 6 show complete scores of z-score. The complete score registers an 

increasing trend during the study period. The lowest score registers as 1.3014 in 2000-01 and the 

highest ratio registers 26.2498 in 2009-10. In general, the score shows an increasing trend with 

fluctuations due to increased reserves & surpluses, increased market value of equities and 

redemption of debt. In the entire study period shows the total score increases year after year is a 

strong sign that the company is moving from ranges of bankruptcy to financial healthiness. 

Year X1 X2 X3 X4 X5 

Total Score 

(X1+X2+X3+X4+x5)

2000-01 0.006795027 0.009380062 0.000309542 0.01417 1.270722 1.3014 

2001-02 0.00582586 0.008583495 0.000283255 0.02206 1.339034 1.3758 

2002-03 0.006263229 0.01137223 0.000375284 0.29018 2.192237 2.5004 

2003-04 0.005452336 0.012912297 0.000426106 5.91963 2.632832 8.5713 

2004-05 0.005484994 0.012497199 0.000412408 0.63471 2.90045 3.5536 

2005-06 0.005943888 0.012228958 0.000403556 0.31439 2.37725 2.7102 

2006-07 0.006966267 0.012788793 0.00042203 0.85226 2.471989 3.3444 

2007-08 0.006967657 0.013337734 0.000440145 7.75500 2.770978 10.5467 

2008-09 0.005736473 0.013474025 0.000444643 22.59967 2.698708 25.318 

2009-10 0.005705198 0.013553986 0.000447282 23.79900 2.431082 26.2498 

Formula:
                                          Sales
Sales to total assets =  
                                      Total assets

Table No: 5
Sales To Total Assets Ratio (X5)

                                                                     (Rs in crores)

Interpretation:
 
The table no 5 shows the relationship between sales and total 
assets. The lowest ratio of 1.270 registers in the year 2000-
01 and the highest ratio of 2.90045 are registered in the year 
2004-05.  The ratio shows on increasing trend with fluctua-
tions due to increased sales. It shows efficiency of the firm 
increases year after year by increased sales.

Table No: 6
ALTMAN Complete Z-Score

Source: Annual Reports of Elgi Equipments Ltd.,

Interpretation:

The table no: 6 show complete scores of z-score. The com-
plete score registers an increasing trend during the study 
period. The lowest score registers as 1.3014 in 2000-01 and 
the highest ratio registers 26.2498 in 2009-10. In general, the 
score shows an increasing trend with fluctuations due to in-
creased reserves & surpluses, increased market value of equi-
ties and redemption of debt. In the entire study period shows 
the total score increases year after year is a strong sign that 
the company is moving from ranges of bankruptcy to finan-
cial healthiness.

Findings:

(I) Working Capital To Total Assets (X1) :  
        The ratio fluctuates because of the fluctuations in work-

ing capital and the total assets shows increasing trend. 

(Ii) Retained Earning To Total Assets Ratio (X2):

 The ratio indicates accumulation of reserves. So, the 
healthiness of the company increases year after year.

(Iii) EBIT To Total Assets Ratio (X3) :                                                 It 
shows an increasing trend due to the increasing trend of 
EBIT.

(Iv) Market Value Of Equity / Book Value Of Liabilities 
(X4):
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 The redemption of debt and increased market value of 
equity backed by accumulated reserves increases the ra-
tio. It indicates increased healthiness of the company.

(V)  Sales To Total Assets (X5):

The ratio shows on increasing trend with fluctuations due to 
increased sales. It shows efficiency of the firm increases year 
after year by increased sales.

Altman Complete Z-Score (Health Analysis):

The score shows an increasing trend with fluctuations due 
to increased reserves & surpluses, increased market value of 
equities and redemption of debt. In the entire study period 
shows the total score increases year after year is a strong sign 
that the company is moving from ranges of bankruptcy to 
financial healthiness.

Suggestions:

 The company should give necessary attention to keep the 
level of working capital at adequate level so that the score 
can be maintained at high level.

 The avoidance of excess working capital may help to im-
prove operating profit of the company

 Necessary arrangements should be taken to improve the 
managerial competence of ELGI Equipments Ltd.

Conclusion:

The financial health plays a significant role in the successful 
functioning of the firm. Poor financial health threatens the 
survival and leads business failure. Most of the companies 
are facing the problem of financed viability today. In light of 
the above situation the study made an attempt to investigate 
the financial health of the company by using MDA with the 
help of financial ratios. This study would also to useful to all 
companies, and researchers for appraising the financial health 
of corporate sector.
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A Hierarchical-Subgrouping approach for the determination of significant moderators 
influencing the relationship between favourable Organizational 

Climate and Job Attitude

Nitin Arora

Abstract:

This study seeks to contribute to a better understanding of the relationship between Organizational Climate and favourable 
employee commitment by an effort to determine the various moderators as a potential predictor through the Hierarchical 
Sub-group meta-analytic approach.Out of the ten moderators selected, eight moderators were found to be influencing majorly 
the said relationship. Gender, Age and Study Sample size exhibited very large influence in moderating the relationship. The 
findings have potential to affect how the Industrial Organization psychologist / HR managers / Consultants need to interpret 
the non-meta-analytic empirical studies before recommending the changes in the organization to increase the commitment 
levels in the Organizations. 

Keywords:Moderator, Meta-analysis, Hierarchical Sub-grouping method, favourable Organizational Climate, employee 
commitment
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Introduction

The use of meta-analysis as a mode for data synthesis has 
grown considerably in recent years, and has been also ac-
cepted for the testing of theories, the models proposed. In 
the beginning, around 1980s, the great challenge for meta-
analysis was mere acceptance as it was always criticized 
for mixing apples with oranges and not combining similar 
studies instead mixing anything looking similar. After these 
earlier phases in growth, meta-analytic research focussed 
on to the estimation of mean effect sizes, the estimation of 
presence or absence of homogeneity of results thus making it 
more acceptable in its seriousness and approach to the field of 
data synthesis. Finally, all the efforts of meta-analysts started 
settling on testing hypotheses relating to structural equation 
models (Viswesvaran & Ones, 1995) and levels of analysis 
(Ostroff & Harrison, 1999). In particular moderator analysis, 
the reason, the mean effect size of the study varies substan-
tially from study to study an important factor that diverts at-
tention of the meta-analysts on finding out the reason for this 
variation, and so called moderators.

Moderator analysis asks the theoretically relevant question, 
How does one explain heterogeneous results? In the context 
of meta-analysis, a moderator variable is a systematic differ-
ence among studies under review that might explain differ-
ences in the strength or direction of observed relationships 
between the primary variables of interest. Under the rubric of 
both theory building and hypothesis testing, most contempo-
rary meta-analytic studies include some investigation of the 
influence of theoretically relevant factors that might moder-
ate the relationship between the constructs under investiga-
tion. Consequently, it is the focus of this article to conduct 
moderator analysis on the relationship between two variables 
chosen , namely favourable Organizational Climate and Or-
ganizational commitment. 

Purpose And Hypothesis

The purpose of this study is to determine the moderators that 
influence the relationship between favourable Organizational 

climate and Organizational commitment. As the theories are 
well established, the only effort made is to present the results 
based on analysis and report it. Based on the proposed mod-
erators most likely responsible for the variation across the 
studies, we propose the following hypotheses:- 

H1: The relationship between favourable Organizational Cli-
mate and Commitment is significantly moderated by Publica-
tion Year. 
H2: The relationship between favourable Organizational Cli-
mate and Commitment is significantly moderated by type of 
Publication. 
H3: The relationship between favourable Organizational Cli-
mate is significantly moderated by length of studies. 
H4: The relationship between favourable Organizational Cli-
mate and Commitment is significantly moderated by Gender 
of employees. 
H5: The relationship between favourable Organizational Cli-
mate and Commitment is significantly moderated by tenure 
of employees
H6: The relationship between favourable Organizational Cli-
mate and Commitment is significantly moderated by educa-
tional background of employees.
H7: The relationship between favourable Organizational Cli-
mate and Commitment is significantly moderated by Age of 
employees.
H8: The relationship between favourable Organizational Cli-
mate and Commitment is significantly moderated by sample 
size of study. 
H9: The relationship between favourable Organizational Cli-
mate and Commitment is significantly moderated by working 
status of employee
H10: The relationship between favourable Organizational 
Climate and Commitment is significantly moderated by type 
of Organization. 

Methodology

How to spot the moderators

After the end of cumbersome process of meta-analysis, dur
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ing the stage of interpreting the differences in variation in ef-
fect sizes, the idea hits on the reason of these variations. This 
marks the beginning of the search of moderator that may be 
involved in the study relationships. And it is also suggested 
by Glass (1981), that any meta-analysis should end with a 
search for moderator effects. To date, Glassian meta-analyses 
have focused on methodological differences across studies if 
they could be anchored with the responsibilities of variations 
in effect sizes or not. This requires for coding of study vari-
ables such as study’s sample size, year of study, publication 
year, published or unpublished, longitudinal or cross-section-
al study, employee job status, etc.

In the moderator analysis, the signs of having a potential 
moderators could be seen either in the form of either large 
differences in the mean effect size (correlation) between sub-
sets, and/ or reduction in variance within subsets. If a meta-
analysis is based on a large number of studies, then there is 
little sampling error in meta-analytic estimates. However, if 
it is based on only a small number of studies, then there will 
be sampling error in the meta-analytic estimates of means 
and standard deviations. This is called second order sam-
pling error. In this study, identifying moderators requires the 
coding of potential moderator variables and then performing 
sub-group analyses. This study attempted to examine eleven 
potential moderators in this relationship observed.

According to Hunter et al. (1982), a large amount of unex-
plained variance among studies suggests the presence of po-
tential moderator variables, and Hunter and Schmidt (1990) 
argue that when “residual” variance in effect sizes across 
studies is great, strong evidence exists for the existence of 
moderator variables. That is, if a large proportion of variance 
remains unexplained after correcting for statistical artifacts, 
then differences in correlations across studies may be due to 
one or more moderator variables. Consequently, since the ra-
tio of unexplained variance was greater than 25% for the de-
pendent variables an attempt was made to uncover potential 
moderators.

While a wide number of moderators could potentially in-
fluence the relationship between favourable Organizational 
Climate and Organizational commitment, studies that were 
utilized in conducting meta-analysis restricted the effort in 
picking the potential moderators. 

Hunter et al. (2004) have suggested that 25% of the variance 
found across studies should be assumed to be caused by un-
quantifiable errors. This leaves 75% of the variance in effect 
sizes to be accounted for by statistical artifacts and substan-
tive moderators. 

Choosing the moderators

Once decision is made to conduct moderator analysis the next 
step is to decide which particular moderators to examine. The 
moderators that a meta-analyst might examine can be sug-
gested by theoretical hypotheses about potentially impor-
tant moderators, by methodological concerns or by experts 
opinions, the prevalent theoretically known  moderators  and 
also by the meta-analysts own curiosity. It is always better 

to adopt a researcher’s perspective that first codes only those 
variables that have some theoretical backing or standing and 
have been known as potential moderators. And then code for 
those variables on specific curiosity of the researcher. A dif-
ferent approach will be to select all possible variables and test 
them in due course of analysis. 

Coding studies for the moderators of interest

In this study, ten interventions or moderator variables were 
identified namely: 

(1)  Year of Publication (1980-90, 1990-2000, 2000-above), 
(2)  Type of publication (Journal. Thesis, Unpublished),
(3)  Educational background of employee (Diploma, Col-

lege, Master’s degree or higher, Can’t tell),
(4)  Working status of employee (Full Time/ Part Time), 
(5)  Tenure of employee (1-5 years, 5-10 years, more than 

10 years), 
(6)  Sample Size of the study (less than 30 , 30-400, more 

than 400), 
(7)  Length of study (cross sectional or longitudinal), 
(8)  Gender of employees in study (Majority of sampleU-

pto 95% Male, Upto 95% Female, Can’t tell) (Upto 
95% Male/ Female means that majority of participants 
in the study were majorly males/ females. This type of 
category is taken due to the lack of data in individual 
studies)

(9)  Age of employee (<25, 25-35, 35-45, >45, can’t tell), 
(10)  Type of Organization (Manufacturing / Service). 

The Method

There are essentially four methods (Steel and Mueller 2002) 
available to deal with moderators that are correlated with 
the effect size: (1) Bivariate correlations, (2) Ordinary least 
squares (OLS) regression, (3) Weighted least squares (WLS) 
regression, (4) Hierarchical subgrouping (HS). Among these 
methods, there are unique advantages and disadvantages. 
But this study doesn’t cover the differences between the four 
which is beyond the scope of the research paper, instead this 
study has utilized the fourth method, the hierarchical sub-
grouping (HS) method. 

Firstly, the overall meta-analysis should be split into two sub-
groups based on the chosen moderator variable. A meta-anal-
ysis should be performed within each subgroup of studies. 
If the correlations of the two occupational subgroups differ 
in the predicted direction, this tends to confirm the predicted 
moderator variable.

First, we generated meta-analytic data sets obtained from the 
study (Arora, 2010) for the relationship between favourable 
Organizational climate and commitment (case 1). Second, 
we divided the data sets based on the potential moderators 
by regrouping the studies accordingly. All identified stud-
ies were then examined in terms of the selected ten poten-
tial moderators: (a) Year of Publication (1980-90, 1990-
2000, 2000-above),(b) Type of publication (Journal. Thesis, 
Unpublished),(c) Educational background of employee (Di-
ploma, College, Master’s degree or higher, Can’t tell),(d) 
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Working status of employee (Full Time/ Part Time), (e)Ten-
ure of employee (1-5 years, 5-10 years, more than 10 years), 
(f) Sample Size of the study (less than 30 , 30-400, more than 
400), (g) Length of study (cross sectional or longitudinal), (h) 
Gender of employees in study (Upto 95% Male, Upto 95% 
Female, Can’t tell), (i) Age of employee (<25, 25-35, 35-45, 
>45, can’t tell), (j) Type of Organization (Manufacturing / 
Service). 

The difference in analysis for moderator from the summary 
effect size is that we divide the data in sub-groups and do all 
the calculations as done above for each sub group so as to 
get individual data of heterogeneity i.e. Q values, I2 values, 
T2value. This signifies the addition of all individual values of 
Q for each sub-group to one variable Qwithin. Qwithin tells 
us that the variance within groups is significant or not.
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Further, 

Qbet tells us that the difference between groups is statisti-
cally significant or not. The p- value is computed using ‘Q’ 
and ‘ df ‘ as two parameters. This is done for both fixed effect 
model and random effect model and presented for interpreta-
tion. To find a pooled estimate of T2 for each sub-group we 
use the following formula
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For each relevant moderator and its sub-categories, we were 
able to generate the results as presented in the next result sec-
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Results And Analysis

In addition to summarizing the domain of research to a mean 

effect size datapoint, measuring publication bias existence 
statistically, an effective meta-analysis also attempts to find 
moderator variables. Moderator variables are those that may 
account for significant variability in effect size & they mod-
erate the relationship between the dependent and independent 
variables, here Organization Climate w.r.t. Employee Com-
mitment, Job Satisfaction and Turnover Intentions respec-
tively. In this study, ten interventions or moderator variables 
were identified a priori namely: 

(1) Year of Publication, 
(2) Type of publication, 
(3) Educational background of employee, 
(4) Working status of employee, 
(5) Tenure of employee, 
(6) Sample Size of the study, 
(7) Length of study, 
(8) Gender of employee, 
(9) Age of employee, 
(10) Type of Organization. 

The adoption of these 10 interventions for the Ist case (fa-
vourable Organizational Climate & Commitment) depends 
on the availability of sufficient data individually for each 
major category of moderator to interpret and analyze. In all 
, eleven moderator were selected for 6 cases (Arora, 2010). 
But in the Case 1, the eleventh moderator, Nationality of par-
ticipants, has to be dropped due to the scarcity of data. The 
dropped variable is different in different in 6 cases actually 
done in the main study (Arora, 2010). Sometimes, the need 
arises to merge two sub-categories of moderator into one for 
one or more major category studied.  The effects of selected 
Moderators “Sub-Groups (SG)” and the Sub-Group Meta 
data are discussed below.  

The Summary of Meta-analysis
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The Summary of Meta-analysis 

 Fixed Effect Model Random Effect Model 

Mean Effect Size 0.515 0.569 
Lower Limit 0.509 0.531 
Upper Limit 0.521 0.617 
Sample Size 53865 53865 
No of Studies 89 89 
Q  2067.644 112.142 

Table: 1.0 
Table 1.0 represents the final summary table of the meta-analysis procedures of combining 

all the studies included into one effect size and the confidence intervals. It was then the 

search for moderators began and the results of each sub-group is presented next.  

1. Mean Effect Sizes in Sub Group: Publication Year (Moderator 1) 

Included in the first moderator was 'publication year' such as 1980-90, 1990-2000 and 2000-

Above. The mean effect sizes and confidence intervals were obtained for each sub-category 

of the Publication year. Table1.1 & Table 1.2 presents the mean effect sizes and confidence 

intervals for different Publication year for both fixed effect and random effect model 

respectively. As the table shows, all the three sub-categories consistently produced strong 

effect size for the outcome (range from 0.542 to 0.706 for fixed effect and 0.548 to 0.62 for 

random effect), and were significantly different from zero.  The Q statistics for favourable 

Table 1.0 represents the final summary table of the meta-
analysis procedures of combining all the studies included 
into one effect size and the confidence intervals. It was then 
the search for moderators began and the results of each sub-
group is presented next. 

1. Mean Effect Sizes in Sub Group: Publication Year (Mod-
erator 1)

Included in the first moderator was ‘publication year’ such as 
1980-90, 1990-2000 and 2000-Above. The mean effect sizes 
and confidence intervals were obtained for each sub-category 
of the Publication year. Table1.1 & Table 1.2 presents the 
mean effect sizes and confidence intervals for different Pub-
lication year for both fixed effect and random effect model 
respectively. As the table shows, all the three sub-categories 
consistently produced strong effect size for the outcome 
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(range from 0.542 to 0.706 for fixed effect and 0.548 to 0.62 
for random effect), and were significantly different from 
zero.  The Q statistics for favourable climate and Commit-
ment were still found having significant heterogeneity. The 
effect sizes for in the random model analysis have majorly 
decreased except the category of 2000-above where it seems 
to grow in minor portions. Moreover, the confidence intervals 
also have increased in random model results signifying fewer 
precisions. 
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for in the random model analysis have majorly decreased except the category of 2000-above 

where it seems to grow in minor portions. Moreover, the confidence intervals also have 

increased in random model results signifying fewer precisions.  

Table 1.1(Fixed Effect Model-Year of Publication) 

Summary 
Effect Size 

80-90 90-2000 2000-ABOVE 

Y 0.574 0.625* 0.624 0.548 

Lly* 0.531 0.365 0.525 0.502 

Uly* 0.617 0.885 0.727 0.595 

Q* 112.142 2.627 22.997 86.101 

Table 1.2 (Random Effect Model-Year of Publication) 

2. Mean Effect Sizes in Sub Group: Type of Journal (Moderator 2) 

Included in the second moderator was 'type of publication' such as Unpublished Journal, 

thesis or Journal (online and a hard-copy-Journal). The mean effect sizes and confidence 

intervals were obtained for each sub-category of the type of Publication. Table1.3 and Table 

1.4 presents the mean effect sizes and confidence intervals for both models. As the table 

shows, all the three sub-categories consistently produced strong effect size for the outcome 

(range from 0.43 to 0.579), and were significantly different from zero as visible in the  

confidence Intervals data signifying.  

SUBGROUP 80-90 90-2000 2000-ABOVE 

Y 0.706* 0.636 0.542 

LLY 0.671 0.616 0.532 

ULY 0.742 0.655 0.552 

Q 150.6 609.2 1174 
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Included in the second moderator was ‘type of publi-
cation’ such as Unpublished Journal, thesis or Journal 
(online and a hard-copy-Journal). The mean effect 
sizes and confidence intervals were obtained for each 
sub-category of the type of Publication. Table1.3 and 
Table 1.4 presents the mean effect sizes and confi-
dence intervals for both models. As the table shows, 
all the three sub-categories consistently produced 
strong effect size for the outcome (range from 0.43 to 
0.579), and were significantly different from zero as 
visible in the 

confidence Intervals data signifying. 
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SUBGROUP UNPUBLISHED THESIS JOURNAL 

Y 0.464 0.43 0.579* 

LLY 0.423 0.384 0.57 

ULY 0.504 0.477 0.587 

Q 34.29 6.96 1967 

Table: 1.3: Fixed Effect Model-Type of Publication 

SUBGROUP 
Summary 
Effect Size 

UNPUBLISHED THESIS 
JOURNAL 

Y 0.574 0.559 0.403 0.582* 

Lly* 0.531 0.399 0.317 0.537 

Uly* 0.617 0.719 0.491 0.628 

Q* 112.142 2.587 3.824 103.099 

Table: 1.4: Random Effect Model-Type of Publication 

3. Mean Effect Sizes in Sub Group: Length of study (Moderator 3) 

Table 1.5 and 1.6  presents the mean effect sizes and confidence intervals for each outcome 

at different length of study for both the models of analysis. The mean effect sizes for both 

sub-categories were positive and the 95% confidence intervals did not include zero. Further, 

both Q statistic, were statistically significant. These significant Q statistics indicated that 

there was systematic variability among the length of study. Specifically, the mean effect sizes 

for both outcomes showed that there is not much difference whether the study is studied 

longitudinally or cross-sectionally in fixed effect model. In random effect the cross sectional 

effect size is more than the Longitudinal studies signifying more strong relationship with 

former than latter w.r.t. the major relationship studied (i.e. favourable climate and 

Commitment).The effect size for cross sectional length of study and the confidence intervals 

increased while the Longitudinal length of study decreased in Random model of analysis.  
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Table: 1.4: Random Effect Model-Type of Publication 

3. Mean Effect Sizes in Sub Group: Length of study (Moderator 3) 

Table 1.5 and 1.6  presents the mean effect sizes and confidence intervals for each outcome 

at different length of study for both the models of analysis. The mean effect sizes for both 

sub-categories were positive and the 95% confidence intervals did not include zero. Further, 

both Q statistic, were statistically significant. These significant Q statistics indicated that 

there was systematic variability among the length of study. Specifically, the mean effect sizes 

for both outcomes showed that there is not much difference whether the study is studied 

longitudinally or cross-sectionally in fixed effect model. In random effect the cross sectional 

effect size is more than the Longitudinal studies signifying more strong relationship with 

former than latter w.r.t. the major relationship studied (i.e. favourable climate and 

Commitment).The effect size for cross sectional length of study and the confidence intervals 

increased while the Longitudinal length of study decreased in Random model of analysis.  
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intervals did not include zero. Further, both Q statistic, were 
statistically significant. These significant Q statistics indicat-
ed that there was systematic variability among the length of 
study. Specifically, the mean effect sizes for both outcomes 
showed that there is not much difference whether the study 
is studied longitudinally or cross-sectionally in fixed effect 
model. In random effect the cross sectional effect size is more 
than the Longitudinal studies signifying more strong rela-
tionship with former than latter w.r.t. the major relationship 
studied (i.e. favourable climate and Commitment).The effect 
size for cross sectional length of study and the confidence 
intervals increased while the Longitudinal length of study de-
creased in Random model of analysis. 
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SUBGROUP LONGITUDINAL CROSS-SECTIONAL 

Y 0.561 0.571* 

LLY 0.537 0.562 

ULY 0.585 0.58 

Q 198.1 1869 

Table: 1.5: Fixed Effect Model-Length of Study 

SUBGROUP
Summary  
Effect Size 

LONGITUDINAL 
CROSS-
SECTIONAL 

Y 0.574 0.552 0.577* 

Lly* 0.531 0.435 0.53 

Uly* 0.617 0.667 0.623 

Q* 112.142 9.3687 99.578 

Table: 1.6: Random Effect Model-Length of Study 

4. Mean Effect Sizes in Sub Group: Gender (Moderator 4) 

Table 1.7 and 1.8  shows the mean effect sizes and confidence intervals for each outcome at 

different gender of study respondents i.e employees. The mean effect sizes for all three sub-

categories were positive and the 95% confidence intervals did not include zero. Further, both 

Q statistic, were statistically significant in fixed effect model and it got reduced in the random 

effect model results. These residual Q statistic in random effect model indicated that there 

was still some systematic variability among the study. Specifically, the mean effect sizes for 

both outcomes showed that male sample prefer favourable climate (excluding unknown 

gender results) as a benchmark for their commitment level as compared to the female 

counterparts. The similar trend for decrease in effect size estimate in random model was 

observed here too in both main categories, male and female gender while the unknown group 

was found to be on the higher side in the random effect model.  
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gender of study respondents i.e employees. The mean 
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Further, both Q statistic, were statistically significant 
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in random effect model indicated that there was still 
some systematic variability among the study. Specifi-
cally, the mean effect sizes for both outcomes showed 
that male sample prefer favourable climate (exclud-
ing unknown gender results) as a benchmark for their 
commitment level as compared to the female coun-
terparts. The similar trend for decrease in effect size 
estimate in random model was observed here too in 
both main categories, male and female gender while 
the unknown group was found to be on the higher side 
in the random effect model. 
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SUBGROUP 
Upto50-95% 
Male  

Upto 50-95% 
Female 

CAN'T TELL 

Y 0.589* 0.533 0.606** 

LLY 0.576 0.52 0.583 

ULY 0.602 0.545 0.629 

Q 673 666.1 596 

Table: 1.7: Fixed Effect Model-Gender 

SUMMARY Upto 95% Male Upto 50-95% Female              CAN'T TELL

Y 0.574 0.569* 0.521 0.631** 

Lly* 0.531 0.512 0.452 0.471 

Uly* 0.617 0.625 0.59 0.791 

Q* 112.142 45.393 26.833 17.763 

Table: 1.8: Random Effect Model-Gender 

5. Mean Effect Sizes in Sub Group: Tenure (Moderator 5) 

Table 1.9 and 1.10 illustrates the mean effect sizes and confidence intervals for each 

outcome at different tenure levels for both the models fixed and random respectively. The 

mean effect sizes for four sub-categories were positive and the 95% confidence intervals did 

not include zero. Further, both Q statistic, are also statistically significant more in fixed 

model while less in random effect due to data segregation in different sub-groups. These 

residual Q statistics indicated that there was some systematic variability still remaining 

among the tenure of sample respondents. Specifically, the mean effect sizes for employees 

having tenure 5-10 years showed more strong response for the desire of favourable climate as 

compared to the other counterparts in their reactions towards commitment levels.  
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confidence intervals did not include zero. Further, both Q sta-
tistic, are also statistically significant more in fixed model 
while less in random effect due to data segregation in dif-
ferent sub-groups. These residual Q statistics indicated that 
there was some systematic variability still remaining among 
the tenure of sample respondents. Specifically, the mean ef-
fect sizes for employees having tenure 5-10 years showed 
more strong response for the desire of favourable climate as 
compared to the other counterparts in their reactions towards 
commitment levels. 
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SUBGROUP  1-5 year 5-10year >10 year CAN'T TELL

Y 0.519 0.663* 0.514 0.418 

LLY 0.503 0.648 0.499 0.377 

ULY 0.536 0.678 0.529 0.46 

Q 324.8 1102 257.1 7.519 

Table: 1.9: Fixed Effect Model-Tenure 

Summary 
Effect Size 1-5 year 5-10 year >10year Can't tell

Y 0.574 0.535 0.617* 0.519 0.414 

Lly* 0.531 0.464 0.532 0.456 0.353 

Uly* 0.617 0.605 0.702 0.582 0.475 

Q* 112.142 31.487 39.037 25.782 3.737 

Table: 1.10: Random Effect Model-Tenure

6. Mean Effect Sizes in Sub Group: Educational Background (Moderator 6) 

Table 1.11 and 1.12 explains the mean effect sizes and confidence intervals for each 

outcome at different education levels of employees who were the unit level of analysis for 

each study collected. The mean effect sizes for the four sub-categories were positive and the 

95% confidence intervals did not include zero. Further, both Q statistics, were also found 

highly statistically significant in fixed effect model while less in random effect model. 

Specifically, the mean effect sizes for employees having minimum college or master's degree 

there is not much difference between both of them in terms of their response to the 

relationship studied. In terms of Cohen's criteria, all are strong parameters. The residual 

heterogeneity shows some influence of factors not covered by the categories chosen here.  

SUBGROUP College  Diploma 
Masters  
& higher 

Can't 
tell

Y 0.578* 0.481 0.577 0.574 

LLY 0.567 0.452 0.557 0.552 

ULY 0.589 0.511 0.597 0.596 

Q 1492 92.24 351.1 93.87 

Table: 1.11: Fixed Effect Model-Educational Background of Respondents 
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6. Mean Effect Sizes in Sub Group: Educational 
Background (Moderator 6)

Table 1.11 and 1.12 explains the mean effect sizes 
and confidence intervals for each outcome at differ-
ent education levels of employees who were the unit 
level of analysis for each study collected. The mean 
effect sizes for the four sub-categories were positive 
and the 95% confidence intervals did not include zero. 
Further, both Q statistics, were also found highly sta-
tistically significant in fixed effect model while less 
in random effect model. Specifically, the mean ef-
fect sizes for employees having minimum college or 
master’s degree there is not much difference between 
both of them in terms of their response to the rela-
tionship studied. In terms of Cohen’s criteria, all are 
strong parameters. The residual heterogeneity shows 
some influence of factors not covered by the catego-
ries chosen here. 

Table: 1.11: Fixed Effect Model-Educational Background of 
Respondents

Table: 1.12: Random Effect Model- Educational Back-
ground of Respondents

7. Mean Effect Sizes in Sub Group: Age (Moderator 
7)

Table 1.13 and 1.14 represents the mean effect sizes 
and confidence intervals for each outcome at differ-
ent age levels of employees in the study for fixed and 
random model respectively. The mean effect sizes for 
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Summary effect size College        Diploma Masters & higher Can't tell

Y 0.574 0.587* 0.471 0.570 0.66** 

Lly* 0.531 0.525 0.387 0.466 0.544 

Uly* 0.617 0.65 0.554 0.675 0.776 

Q* 112.142 57.153 11.189 20.750 12.068 

Table: 1.12: Random Effect Model- Educational Background of Respondents 

7. Mean Effect Sizes in Sub Group: Age (Moderator 7) 

Table 1.13 and 1.14 represents the mean effect sizes and confidence intervals for each 

outcome at different age levels of employees in the study for fixed and random model 

respectively. The mean effect sizes for five sub-categories were positive and the 95% 

confidence intervals did not include zero. Further, both Q statistics, were statistically 

significant. Specifically, the mean effect sizes for age <25 showed very strong response for 

the relationship (0.743) in fixed effect while (0.681) for random effect model. The increase in 

effect size was found in two sub-categories namely 25-35 year and Can't tell while other 

categories were found decreasing in the random effect model results. Confidence intervals 

ranges increased in random model results too. 

SUBGROUP  Can't Tell >45 year <25 year 25-35 year 35-45 year

Y 0.598 0.606 0.743* 0.531 0.564 

LLY 0.576 0.57 0.712 0.517 0.549 

ULY 0.619 0.642 0.775 0.545 0.578 

Q 160.9 126.8 215 491.3 848.3 

Table: 1.13: Fixed Effect Model- Age of Employees 
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five sub-categories were positive and the 95% confi-
dence intervals did not include zero. Further, both Q 
statistics, were statistically significant. Specifically, 
the mean effect sizes for age <25 showed very strong 
response for the relationship (0.743) in fixed effect 
while (0.681) for random effect model. The increase 
in effect size was found in two sub-categories namely 
25-35 year and Can’t tell while other categories were 
found decreasing in the random effect model results. 
Confidence intervals ranges increased in random 
model results too. 
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Summary 
Effect Size Can't Tell >45 year <25 year 25-35 year 35-45 year 

Y 0.574 0.699 0.597 0.681* 0.548 0.538 

Lly* 0.531 0.557 0.449 0.517 0.478 0.466 

Uly* 0.617 0.840 0.746 0.846 0.619 0.61 

Q* 112.142 13.835 6.803 8.13 38.818 32.573 

Table: 1.14: Random Effect Model- Age of Employees 

8. Mean Effect Sizes in Sub Group: Sample Size (Moderator 8) 

Table 1.15 and 1.16 illustrates the mean effect sizes and confidence intervals for each 

outcome at different Sample Sizes in both the levels of analysis. The >400 category sees a 

slight rise in effect size estimate for random model while other have dropped to lower values 

as compared to fixed effect model results. The mean effect sizes for three sub-categories were 

positive and the 95% confidence intervals did not include zero. Further, both Q statistic, were 

mode statistically significant in fixed while less in random model. These significant Q 

statistics indicated that there was systematic variability among the sample sizes. Specifically, 

the mean effect sizes for sample sizes <30 year showed extreme response (0.938 for fixed 

effect while 0.930 for random effect) unlike a healthy average response of other sample sizes.

 

SUBGROUP 
< 30 30-400 >400 

Y 0.938* 0.581 0.535 

LLY 0.903 0.563 0.525 

ULY 0.973 0.599 0.545 

Q 3.545 685.3 905.9 

Table: 1.15: Fixed Effect Model- Sample Size of the study 
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Table: 1.14: Random Effect Model- Age of Employees

8. Mean Effect Sizes in Sub Group: Sample Size 
(Moderator 8)

Table 1.15 and 1.16 illustrates the mean effect sizes 
and confidence intervals for each outcome at differ-
ent Sample Sizes in both the levels of analysis. The 
>400 category sees a slight rise in effect size estimate 
for random model while other have dropped to lower 
values as compared to fixed effect model results. The 
mean effect sizes for three sub-categories were posi-
tive and the 95% confidence intervals did not include 
zero. Further, both Q statistic, were mode statisti-
cally significant in fixed while less in random model. 
These significant Q statistics indicated that there was 
systematic variability among the sample sizes. Spe-
cifically, the mean effect sizes for sample sizes <30 
year showed extreme response (0.938 for fixed effect 
while 0.930 for random effect) unlike a healthy aver-
age response of other sample sizes.

Table: 1.15: Fixed Effect Model- Sample Size of the study
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Summary 
Effect Size 

<30 30-400 400 & ABOVE 

Y 0.574 0.930* 0.577 0.539 

Lly* 0.531 0.877 0.512 0.483 

Uly* 0.617 0.983 0.642 0.595 

Q* 112.142 2.819 55.772 43.963 

Table: 1.16: Random Effect Model- Sample Size of the Study 

 

9. Mean Effect Sizes in Sub Group: Employee work type (Moderator 9) 

Table 1.17 and 1.18 presents the mean effect sizes and confidence intervals for each 

outcome for different Employee work status(Full time/ Part Time) in both the types of 

models. The mean effect sizes for three sub-categories were positive and the 95% confidence 

intervals did not include zero. Further, both Q statistic, were statistically significant. 

Specifically, the mean effect sizes for Full Time employees showed stronger response (0.594 

for fixed effect while 09.592 for random effect). 

SUBGROUP 
 Full Time  & 
Part Time Full Time   Can't Tell 

Y 0.541 0.594* 0.483 

LLY 0.519 0.584 0.462 

ULY 0.563 0.604 0.505 

Q 105.9 1676 194.9 

Table: 1.17: Fixed Effect Model- Work Type

Summary 
Effect Size          FT & PT                     FT         Can't Tell 

Y 0.574 0.522 0.592* 0.512 

Lly* 0.531 0.402 0.539 0.415 

Uly* 0.617 0.642 0.645 0.609 

Q* 112.142 12.543 76.152 16.256 

Table: 1.18: Random Effect Model- Work Type
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9. Mean Effect Sizes in Sub Group: Employee work type 
(Moderator 9)

Table 1.17 and 1.18 presents the mean effect sizes and con-
fidence intervals for each outcome for different Employee 
work status(Full time/ Part Time) in both the types of models. 
The mean effect sizes for three sub-categories were positive 
and the 95% confidence intervals did not include zero. Fur-
ther, both Q statistic, were statistically significant. Specifi-
cally, the mean effect sizes for Full Time employees showed 
stronger response (0.594 for fixed effect while 09.592 for 
random effect).

Table: 1.17: Fixed Effect Model- Work Type

Table: 1.18: Random Effect Model- Work Type

10. Mean Effect Sizes in Sub Group: Type of Organi-
zation (Moderator 10)

Table 1.19 and 1.20 presents the mean effect sizes 
and confidence intervals for each outcome for differ-
ent type of Organization i.e. Manufacturing, Service 
or Mixed. In both the models, the mean effect siz-
es for three sub-categories were found positive and 
the 95% confidence intervals in both models did not 
include zero signifying a relationship of high order 
at 95% of the times the study relationship is found. 
Further, both Q statistic, were statistically significant. 
Specifically, the mean effect sizes for studies done 
in Mixed Industry showed large effect size response 
(0.579) for fixed effect model while manufacturing 
based organization for random effect model. Service 
based Organizations also moved around this region of 
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impact i.e. effect size. In Manufacturing category of 
data, the effect size estimate has increase in random 
model of analysis while other 2 categories were found 
decreasing. The residual heterogeneity gives room for 
other categories to influence this relationship based 
on type of Organization. 
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has increase in random model of analysis while other 2 categories were found decreasing. 

The residual heterogeneity gives room for other categories to influence this relationship based 

on type of Organization.  

SUBGROUP Service Manufacturing Mixed 

Y 0.574* 0.52 0.579** 

LLY 0.564 0.492 0.553 

ULY 0.583 0.548 0.605 

Q 1706 258.9 89.54 

Table: 1.19: Fixed Effect Model- Type of Organization

Summary  

Effect Size 
Service Manufacturing Mixed 

Y 0.574 0.567 0.645* 0.527 

Lly* 0.531 0.517 0.509 0.43 

Uly* 0.617 0.618 0.781 0.623 

Q* 112.142 78.959 15.396 9.882 

Table: 1.20: Random Effect Model- Type of Organization 

The summary of the above mentioned data is presented in the following Table 1.21.
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SUB-GROUP Range of correlation  Range of Confidence Interval 

Year
High(Fixed) 

high(Random) 

High (Fixed) 

Moderate to high(Random) 

Type of Publication  
High 

High 

Moderate to High 

Moderate to High 

Length of Study 
High 

High 

High 

High 

Gender  
High 

High 

High 

High 

Tenure
High 

High 

Moderate to High 

Moderate to High 

Education 

Background  

High 

High 

High 

Moderate to High 

Age
High 

High 

High 

Moderate to High 

Sample Size 
High 

High 

High 

High 

Work Type High 

High 

High 

High 

Type of 

Organization  

High 

High 

High 

High 

Table 1.21: Qualitative Summary of Moderators Influence on the Relationship 

DISCUSSION 
Our moderator analysis suggests that which potential moderators are really highly influencing 

moderators and also among those sub-categories of potential ten moderators, which are more 

closely influencing the relationship between favourable Organizational climate and 

commitment.  

In primary studies, a common approach to describing the impact of a covariate is to report the 

proportion of variance explained by that covariate. That index here in meta-analysis is R2,

Table 1.21: Qualitative Summary of Moderators Influence 
on the Relationship

Discussion

Our moderator analysis suggests that which potential 
moderators are really highly influencing moderators 
and also among those sub-categories of potential ten 

moderators, which are more closely influencing the 
relationship between favourable Organizational cli-
mate and commitment. 

In primary studies, a common approach to describing 
the impact of a covariate is to report the proportion of 
variance explained by that covariate. That index here 
in meta-analysis is R2, (variance between groups) 
which is defined as the ratio of explained variance to 
total variance.
 
The R2 index only makes sense if we are using a ran-
dom-effects model, which allows us to think about 
explaining some of the between-studies variance. In 
fixed effect model it (between-studies variance) is set 
to zero. The value of R2 ranges from 0 to 100 and in 
cases the values goes to above the limits on either side 
it is either set to 0 or to 1 as the case applies signifying 
either no variance or very high variance. 
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(variance between groups) which is defined as the ratio of explained variance to total 

variance. 
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(between-studies variance) is set to zero. The value of R2 ranges from 0 to 100 and in cases 

the values goes to above the limits on either side it is either set to 0 or to 1 as the case applies 

signifying either no variance or very high variance.  

Table: 1.22 

In Table 1.22, R2 is highest in the moderator Gender (95%). The other significant moderators 

were Tenure(86.6%), Education background(79%), Age(79.3%), Sample Size (84.9%), 

Organization type(76.7%), type of publication (75%), work type(75%), . This indicates that 

the above mentioned moderators (>75%) were able to explain the majority of variance 

observed in the studied and can be considered as significant moderators.  

Further, in the table 1.22 , the not so significant moderator were Year of Publication (67.4%) 

and length of study(71.5%). This indicates that these mentioned moderators were not 

Potential Moderators  

(p < 0.05)  

R2

Year of Publication  0.674

Type of Publication   0.747

Length of study 0.715

Gender  0.95

Tenure 0.866

Education  0.79

Age 0.793

Sample Size 0.849

Work Type 0.748

Organization Type 0.767

Table: 1.22 

In Table 1.22, R2 is highest in the moderator Gender (95%). 
The other significant moderators were Tenure(86.6%), Edu-
cation background(79%), Age(79.3%), Sample Size (84.9%), 
Organization type(76.7%), type of publication (75%), work 
type(75%), . This indicates that the above mentioned mod-
erators (>75%) were able to explain the majority of variance 
observed in the studied and can be considered as significant 
moderators. 

Further, in the table 1.22 , the not so significant moderator 
were Year of Publication (67.4%) and length of study(71.5%). 
This indicates that these mentioned moderators were not con-
sidered as the significant explanation for the variance ob-
served in the studies and can be considered according to the 
rule of thumb of Hunter and Schmidt as insignificant modera-
tors. 

Now having known the major influencing moderators, the 
most influencing subcategories of these moderators have to 
be brought to light. Except the H1 and H3 the remaining 8 
(H2, H4-H10) Hypothesis are found to be significantly in-
fluencing the relationship between favourable Organizational 
climate and commitment.  

54



Skyline Business Journal, Volume VI - Issue 1 - 2010 - 11

21 
 

considered as the significant explanation for the variance observed in the studies and can be 

considered according to the rule of thumb of Hunter and Schmidt as insignificant 

moderators.  

Now having known the major influencing moderators, the most influencing subcategories of 
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Hypothesis Significant Moderators Fixed Effect Model Random Effect Model 

#2 Type of Publication  Journal (0.579) Journal (0.582) 

#4 Gender Upto 95% Male (0.589) Upto 95% Male (0.569) 

#5 Tenure 5-10 year (0.663 5-10 year(0.617) 

#6 Educational Background College(0.578) College(0.587) 

#7 Age <25(0.743)  <25(0.681) 

#8 Sample Size of study <30 (0.938) <30 (0.930) 

#9 Work Type Full Time(0.594) Full Time(0.592) 

#10 Type of Organization  Service(0.574) Manufacturing (0.645) 

Table 1.23 

Table 1.23 presents those sub-categories of those significant moderators that have influenced 

the most among sub-groups. This results makes sense also. The Journal sub-category 

influences the results the most thereby signifying the much accepted presence of Publication 

bias in the results, as the research papers gets published majorly if the results are highly 

significant else it becomes the part of file-drawer problem. Males categories in Gender highly 

influence the relationship between the Organizational climate and commitment. This is well 

according to the results of many studies too which empirically suggest the work life 

maladjustments of female employees and her incapacity to keep upto the job commitment 

and losing hold of it. The Tenure (5-10 years) category indicates that young employees with 

less experience are more committed to job as compared to the other category indicating their 

commitment levels. The educational background of being just a college graduate has shown 

to be of high commitment levels. This indicates that they either they might have less chances 

to grow academically and thus having reduced chances to seek more and try to show more 

Table 1.23

Table 1.23 presents those sub-categories of those 
significant moderators that have influenced the most 
among sub-groups. This results makes sense also. 
The Journal sub-category influences the results the 
most thereby signifying the much accepted presence 
of Publication bias in the results, as the research pa-
pers gets published majorly if the results are highly 
significant else it becomes the part of file-drawer 
problem. Males categories in Gender highly influence 
the relationship between the Organizational climate 
and commitment. This is well according to the results 
of many studies too which empirically suggest the 
work life maladjustments of female employees and 
her incapacity to keep upto the job commitment and 
losing hold of it. The Tenure (5-10 years) category 
indicates that young employees with less experience 
are more committed to job as compared to the other 
category indicating their commitment levels. The ed-
ucational background of being just a college graduate 
has shown to be of high commitment levels. This in-
dicates that they either they might have less chances 
to grow academically and thus having reduced chanc-
es to seek more and try to show more commitment 
to the jobs and stick to it for more longer time. Age 
category of less than 25 years shows more commit-
ment levels as compared to older groups. This seems 
to be in line with the results of tenure 5-10 years too 
thereby showing the same logic of less experience 
and thus gearing up and focus on more learning rather 
than switching jobs more frequently. Sample size in 
studies with <30 has shown more commitment levels 
than higher sample studies. This might be due to the 
reason of type of sector in which they are working, 
possibly service sector where number of employees 
are less and its common in similar types of companies 
thereby type of job are similar in other companies too. 
So point of switching jobs is not much worth, thereby 
expressing higher commitment levels  in their compa-
nies. In work type sub-group, the Full time employ-
ees are more commitment to their jobs as compared 
to part time/ full time mix of employees. The latter 
category has higher chances of less commitment as 
this was a part of his nature of jobs and there are less 

chances of confirmation / contract in such nature of 
jobs. Hence the results. Finally, the type of Organi-
zation, service sector sub-category has shown more 
commitment in fixed effect model and manufactur-
ing sector employees has shown more commitment in 
random effect model.  

Limitations

Meta-analyses offer several benefits in moderator 
analysis, but they also have limitations too. First, the 
data is secondary in nature, and therefore, we can-
not use information other than those presented in the 
studies. The studies range from 2009-1980 thereby 
widening the problems in the gap between the nature 
of respondents within this time frame. It is also dif-
ficult to confine the studies to a particular region of 
the location of author. The study analysis has to flow 
based on the availability of literature on published 
journals both online or in the libraries around. Fur-
ther, the list of selected moderators will be limited 
due to the reason that very few studies will have the 
common moderators and thus only those moderators 
can be analysed which are commonly found in most 
of the literature collected. 

Further, although there were a large number of stud-
ies investigating the variable like commitment and 
Organizational climate (about 200 and more were 
identified), were not published empirically and so 
could not be included to increase the study size in 
meta-analysis, thereby making it more reliable and 
minimizing the sampling errors and measurement er-
rors. We recognize that the presented moderator anal-
ysis has a more exploratory perspective, i.e. the sub-
groups can be further categorized and can be analysed 
in further moderators. But due to shortage of studies 
in sub-groups forcing us to stop at that very point. 
Nevertheless, results from the moderator analysis can 
help researchers to design new studies that address 
the boundary conditions for the relationship. 

Conclusion

Notwithstanding the presented limitations, the find-
ings from this meta-analysis contribute to a greater 
understanding of the relationship between favourable 
Organizational Climate and organization commit-
ment by (a) estimating its list of potential modera-
tors to a certain degree of confidence levels and sig-
nificance, (b) testing to what extent those moderators 
might influence these results, and (c) suggesting fur-
ther research directions. The Hierarchical sub-
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grouping method of moderator analysis should not 
be viewed as conclusive or as the best method but 
only as a methodological tool that makes a tempo-
rary “balance sheet” of the current state of affairs in a 
given domain of knowledge. Its main contribution is 
to help researchers to open the new door of research 
and help them gather courage toward still-unexplored 
questions.

In this spirit, we hope that the results reported by our 
meta-analysis provide HR managers and research-
ers with inspirations for designing new in-depth and 
extensive investigations that will keep advancing the 
organizational climate and job attitudes literature.
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BOOK REVIEW

Event Planning
Judy Allen, Director, Judy Allen Productions. 

Wiley and Sons, New Delhi
Pp. 306; Pbk; ISBN 8126511214; Price INR 399; 2007. 

Judy Allen has been a synonym for MICE business. Titles 
originating from the author are always handy and well re-
ceived by the readers. “Event Planning” is no exception to 
her body of work. The cover describes it aptly as the ultimate 
guide to successful meetings, corporate events, fundraising 
galas, conferences and conventions, incentives and other spe-
cial events. 

The book is divided into nine chapters. The book opens with 
a very strong preface in which author provides the reasons 
for origin of the book. The first chapter titled ‘The First Step 
: Initial Planning and Budgeting’ emphasizes the usage of 
Murphy’s law in events; ‘what can go wrong, will go wrong.’ 
Chapter two discusses about organization and timings. Au-
thor sums up it with expression ---- ‘Screen writers have their 
scripts, song writers their music sheets and event planners 
their function sheets.’ The importance of function sheet has 
been discussed to the minutest details. Chapter three is titled, 
‘Location, Location, Location’ inspired by Sidney Sheldon 
the title is to ‘emphasize’ on the location aspect. Author pro-
vides cues for out of box thinking and suggests new locales 
like yachts, roller skating rings or armory. 

Chapter four, deals in everything about transportation. The 
chapter not only discusses the different sets of arrangement 
but details about parking also. Chapter five titled ‘guest ar-
rival’ actually deals with the arrival of the guest. The weather 
considerations have been given prime importance by plac-
ing it at the start of the chapter. Chapter six is dedicated to 
venue arrangement. A detailed floor plan is handy and is a 
must. The ‘minimum call’ on labor and proper tabling it in 
the budget can reduce the overall costing. If budgets strings 
are tight then overtime has to be avoided at every cost. For 
multi event/sessions at the same venue the authors suggest 
soundproofing to make all the events at the venue successful. 
The chapter develops to discuses the importance of lighting 
and can have a profound effect on the professionalism of any 
event and thus ample care should be taken.

The title of chapter seven, “Who’s It All For?” is ambigu-
ous. It talks about the guest list, guest profiles, invitation etc. 
For a good coverage of an event author emphasizes upon the 
meticulous approach needed for media invitation. An extra 
step in handling of media can provide a mass coverage of the 
event. If children are also a part of the guest list then a spe-
cial provision and arrangement according to their age group 
is a wonderful idea. Chapter eight tickles the taste buds and 
waters the mouth of the readers and reviewer as it discusses 
about food and beverages which is an integral part of every 
event. The menu planning has to be kept in mind including 
the growing fad of vegetarianism. Chapter Nine is the last 
chapter but the most important as it contains all the topics 

and tips which could not be included elsewhere in the book. 
It is titled, ‘Other Consideration’ and should be considered as 
the last words by the reviewer/ reader. The chapter says that 
entertainment is also highly geography specific. What is con-
sidered entertainment in one region may be barbaric in other. 
Parting gift/ takeaway / memoirs may be inexpensive but add 
to the ‘moments of truth.’ The author recommends personal-
ized thank you letters. 

The appendix at the end of the book provides sample for all 
the cost sheet and function sheets needed for different kind 
of events. The sample function is all inclusive and can be 
utilized for any event. 

The entire book is a comprehensive guide and will help all 
event managers and planners. The tips mentioned in the boxes 
between the chapters attract the attention of the reader. Ques-
tions and Answers in between the chapters on varied topics 
keep on answering the developing questions in the minds of 
the readers. Although, at times (chapter five) too many ques-
tion answers give a feeling of a notebook than a text book. 
Examples are cited from all over the world in each topic pro-
viding innovative ideas to the planners.  From rank beginners 
to seasonal professionals, it provides excellent guidelines as 
well as helpful details. The USP of the book are it’s strate-
gically well placed thoughts and user friendly presentations. 
The book can be used in the classrooms as well as the board-
rooms. 

Reviewed by:-
Dr Syed Ahmad Rizwan 
CEMIS, University of Nizwa,
Sultanate of Oman
syedahmadrizwan@yahoo.com

Prof Amitabh Upadhya
Dean Academics
Skyline University College
Sharjah, UAE
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